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But  the  market  is 
plagued  by  political 
deals,  pricing 
abuses,  meager 
disclosure,  and 
weak  regulation. 
Who  gets  hurt? 
Mainly  you,  the 
taxpayer. 
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Why  FowerBook  is  popular 

with  people 
in  upper  management. 


Keeps  people  connected. 

PowerBook  makes  it  easy  to 
stay  connected  to  all  your 
office  resources,  from  e-mail 
to  databases 


Keeps  people  productive. 

PowerBook  runs  thousands 
uf  Macintosh'  programs,  and 
with  the  right  soft/rare,  it 
can  also  run  MS-DOS  and 
Wmdou  s  programs. 


Keeps  people  going.  Wi,\ 

toll-free  support  line,  you, 
got  fast,  easy  answers  to  a 
your  PowerBook  question, 
anywhere  in  the  US. 


Ready  to  share.  I  'sing 
software  provided  in  the  optional 
PowerBook/DOS  Companion,  the 
built  in  ipple  SuperDrive" floppy 
drive  can  read  from  and  write 
to  disks  formatted  in  the 
MS-DOS  and  Windows  worlds 


Desktop  power.  PowerBook 
is  light  and  slim,  but  fully 
powered  With  a  fast  Motorola 
68030 processor,  there  are 
models  (U  nliable  with  hard 
disk  storage  up  to  160MB  and 
memor  y  expandable  to  2-iMB 


ilfji 


With  hundreds  of  notebook  com- 
puters to  choose  from,  business  has 
made  Apple  PowerBook"  computers 
the  best-selling  notebooks  in  America 

That's  because  managers  and 
business  leaders  like  yourself  often 
approach  such  critical  decisions 
with  one  simple  yet  searing  question:  "Which 
one  can  make  our  people  more  productive?" 

PowerBook  is  built  upon  the  premise  that 


people  are  most  effective  in  their  jobs 
when  they  have  the  best  tools  to  com- 
municate. So  it  is  designed  to  give 
people  a  fast,  simple  way  to  connect 
to  the  office  and  share  data  with  other 
computers  (including  those  running 
MS-DOS  and  Windows). 
Because  it  has  been  designed  to  work  so 
intuitively,  PowerBook  makes  life  much  easier 
for  users.  Which  in  turn  substantially  eases  the 


burden  carried  by  your  computer  support 
With  a  wide  range  of  PowerBook  mode 
choose  from,  you  can  now  give  all  your  pe 
full-featured  notebook  computers  that  m 
their  needs.  Or  choose  the  PowerBook  Du,  fe' 
System,  which  transforms  from  an  expand 
desktop  computer  into  a  4.2-pound  notebc 
giving  users  the  best  of  both  worlds. 

Its  the  kind  of  performance  managers  li 
see  in  their  companies.  And  in  their  briefca 


$1993 Apple  Computer,  fnc  Alt  rights  reserved  Apple,  lie  Apple  kgo,  Applelink,  Macmtosband  The  power  lobe  your  best'  are  registered  trademarks  of  Apple  Computer,  lm  Apple  Super  Drive,  PowerBook,  PowerBook/DOS 


Why  FowerBook  is  popuiai 

with  people 
in  middle  seats. 


)le  choices.  No  mailer  u  hat 
needs  are.  /here's  a  PowerBook. 
our  name  on  it.  Including 
fordable  new  145B  and  our 
i  color  models,  the  powerful 
indMk, 


1  to  connect.  PowerBook 
)rts  for  easy  connections  to 
•at  modems  and  hard  disks, 
'•ery/hing  you  need  to  share 
nd printers  is  built  in. 


Perfectly  comfortable.  With  its 
built-in  palm  rest  and  centered 
trackball.  PowerBook.  is  more 
comfortable  to  use  than  any 
other  notebook. 


Ready  to  help.  We  hare  a 
toll-free  repair  line  to  assist  you 
in  securing  the  fastest  possible 
service  for  your  PowerBook 
computers,  if  it's  ever  needed 


Desktop-compatible.  The  optional 
PowerBook/LH IS  Companion '  kit 
makes  it  easy  to  work  with  the  MS-DOS 
and  Windows  files,  printers  and 
monitors  you  already  have  So  your 
investments  keep  working 


'owerBook  is  not  only  popular  with  the  peo- 
vho  buy  their  companies'  computers,  it's 
popular  with  the  people  who  use  them.  Not 
to  planes,  trains  and  ferries,  but  in  clients 
:es,  branch  offices  and  home  offices, 
"hat's  because  PowerBook  isn't  just  a  smaller 
ion  of  a  desktop  computer  system.  It  has 
i  designed  specifically  to  make  life  easier  for 
pie  whose  jobs  tend  to  take  them  outside 
confines  of  the  office. 


PowerBook  is  a  full-featured  computer,  so  it 
can  run  all  of  today's  most  advanced  business 
programs — yet  it  weighs  as  little  as  4.2  pounds. 

Its  award-winning  industrial  design  makes 
it  comfortable  and  convenient  to  use  just  about 
anywhere  you  have  to  be. 

And  unlike  the  complicated  layers  of  software 
you  typically  find  in  DOS  notebook  computers 
equipped  with  Windows,  PowerBook  seamlessly 
integrates  hardware  and  software. 


But  most  important,  PowerBook  makes  it 
easier  for  people  to  be  productive  wherever  their 
business  takes  them.  With  AppleTalk  Remote 
Access  and  an  optional  internal  fax/modem, 
users  can  tie  into  the  office  network  to  access 
e-mail  and  servers.  Or  send  and  receive  faxes. 

It's  the  kind  of  power  that  can  make  people 
more  productive,  even  when  they  end  up  in 
the  occasional  middle  seat.  A^^l^ 
The  power  to  be  your  best:  /  uJUlC  '•P* 


are  trademark  of  Affile  Computer,  fnc  Motorola  is  a  registered triutemark  oj Motorola,  hie  MS-D(XStsti  registered trademark  oj  Microsoft  Corfiomtiort  This  ad  was  created  using  Mtiaittosb  and  PowerBook  personal  computers 
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PRODUCTION 

Change  from  last  week:  -0.1% 
Change  from  last  year:  4.5% 

195  


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.4% 
Change  from  last  year:  7.6% 
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The  production  index  was  virtually  unchanged  for  the  week  ended  Aug  14.  On 
a  seasonally  adjusted  basis,  output  levels  of  autos,  trucks,  electric  power,  crude-oil  re- 
fining, coal,  and  paper  all  declined  Production  of  steel,  paperboard,  and  lumber 
and  rail-freight  traffic  increased  Before  calculation  of  the  four-week  moving  average, 
the  index  fell  to  186  8,  from  a  revised  187  1  in  the  previous  week,  and  189  in  the 
week  of  July  3 1 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc 


The  leading  index  continued  to  increase  during  the  week  ended  Aug.  14,  I 
the  bond  rally's  downward  push  on  long-term  yields  In  addition,  higher  stock 
fewer  business  failures,  and  better  growth  rates  for  materials  prices  and  real 
loans  contributed  to  the  advance.  The  growth  of  the  M2  money  supply  slowed 
ly  Before  calculation  of  the  moving  average,  the  index  rose  to  233.4,  from 
in  the  previous  week 

Leading  index  copyright  1 993  by  Center  for  Internationa!  Business  Cycle  Research 
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LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (8/21)  thous.  of  net  tons 

1,867 

1,854# 

13.2 

AUTOS  (8/21  (units 

103,503 

103,858r# 

-8.5 

TRUCKS  (8/21)  units 

94,489 

85,488r# 

13.6 

ELECTRIC  POWER  (8/21 )  millions  of  kilowatt-hours 

69,600 

66,074# 

13.7 

CRUDE-OIL  REFINING  (8/2 1)  thous.  of  bbl./doy 

13,999 

14,056# 

1.0 

COAL  (8/14)  thous.  of  net  tons 

17,618# 

17,503 

-9  8 

PAPERBOARD  (8/U)  thous  of  tons 

804.9# 

789  lr 

-0  6 

PAPER  (8/ 14)  thous.  of  tons 

786.0# 

791  Or 

1.9 

LUMBER  (8/14)  millions  of  ft 

441. 3# 

441  8 

-5.6 

RAIL  FREIGHT  (8/l  4)  billions  of  ton-miles 

20.4# 

20.0 

-3.8 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SEPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  18/25) 

105 

102 

124 

GERMAN  MARK  (8/25) 

1  69 

1.68 

1.41 

BRITISH  POUND  (8/25) 

1.48 

1.51 

1  99 

FRENCH  FRANC  (8/25) 

5  88 

5.90 

4.80 

CANADIAN  DOLLAR  (8/25) 

131 

1.32 

1  20 

SWISS  FRANC  (8/25| 

1  48 

1  49 

1.26 

MEXICAN  PESO  (8/25)' 

3  120 

3.120 

3  100 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S 
pound  expressed  in  dollars 

dollar,  except  for  British 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (8/25|  $/troyoz. 

371  150 

373  700 

9.6 

STEEL  SCRAP  (8/24)  #1  heavy,  $/ton 

1 12  50 

1  12.50 

30.1 

FOODSTUFFS  (8/24)  index,  1967=100 

210  9 

212  0 

5.0 

COPPER  (8/21)  </lb. 

904 

90  0 

-23.8 

ALUMINUM  (8/21)  c/lb. 

54.8 

56  3 

-8.1 

WHEAT  (8/21)  #2  hard,  $/bu. 

3  35 

3  29 

2.8 

COTTON  (8/21)  strict  low  middling  1-1/16  in.,  C/lb. 

52  34 

52.63 

-7.7 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Week.  Kansas  City  market,  Memphis  market 

Latest 
week 

Week     %  Chai 
ago     year  < 

STOCK  PRICES  (8/20)  S&P  500 

452.02 

449.95 

CORPORATE  BOND  YIELD,  Aaa  (8/20) 

6  79-, 

6.92%  -1 

INDUSTRIAL  MATERIALS  PRICES  (8/20) 

95.3 

95.7 

BUSINESS  FAILURES  (8/1 3) 

288 

36 lr  -3 

REAL  ESTATE  LOANS  (8/1 1 )  billions 

$404  9 

$403  lr 

MONEY  SUPPLY,  M2  (8/9)  billions  

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/7)  thous 


$3,4810  $3,486.1r 


331 


335 


-31 


Sources:  Standard  6V  Poor's,  Moody's,  Journal  of  Commerce  (index: 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept. 
data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 


1980=100),  Dun  &  Br 
CIBCR  seasonally  adj 


Month 
ago 


%  Cha 
year 


ORDERS  FOR  DURABLE  GOODS:  MFG.  (July)  billions  $127.5  $132.5r 


BUDGET  SURPLUS  OR  DEFICIT  (-)  (July)  millions   -$39,577  $1l,099r 


IMPORTS  (June)  millions 


$49,710  $47,306r 


EXPORTS  (June)  millions 


$37,648  $38,930r 


Sources:  Commerce  Dept ,  Treasury  Dept 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


%  Chai 
year 


MONEY  SUPPLY,  Ml  (8/9) 

$1,091  1 

$1,091. 2r 

1 

BANKS'  BUSINESS  LOANS  (8/1 1) 

271.3 

273  8r 

FREE  RESERVES  (8/18) 

281 

877r 

-5 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/1  i) 

158.0 

159.1 

1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  1 
two-week  period  in  millions) 

ree  reserves, 

*hich  are  expressed  fc 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

¥ 

FEDERAL  FUNDS  (8/24) 

2.95% 

3.10% 

3.2! 

PRIME  (8/25) 

6.00 

6.00 

60i 

COMMERCIAL  PAPER  3-MONTH  (8/24) 

3  14 

3.18 

3  3' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/25) 

3.13 

3)3 

3  3 

EURODOLLAR  3-MONTH  (8/20) 

3.13 

3.13 

3.3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmc 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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WHY  SO  MANY 
FLOPS? 


Your  story  on  "Flops"  (Cover  Story, 
Aug.  16)  was  helpful  in  explaining 
why  certain  products  fail  despite  mil- 
lions spent  in  research  and  development. 

What's  more  surprising  is  that,  in 
some  cases,  the  research  couldn't  possi- 
bly have  supported  the  product.  The 
best  example  you  gave  was  the  RCA 
videodisc  player  that  didn't  record.  For 
almost  two  years  prior  to  its  release, 
video-  and  audio-industry  research  sep- 
arate from  rca's  showed  no  interest 
from  consumers  for  that  very  reason. 
Stephen  Meyer 
Studio  City,  Calif. 


they  can  still  generate  a  tidy  sum  for 
those  businesses. 

I  see  the  story  differently:  Businesses 
are  less  inclined  to  expand  into  new 
markets  or  manage  very  diverse  con- 
glomerates. They  also  are  more  focused 
on  shorter-term  returns.  So  they're  tak- 
ing fewer  risks  and  staying  closer  to 
their  core  businesses,  with  products  they 
know  how  to  roll  out  faster.  That's  an 
important  story.  But  it's  not  saying  that 
new-product  development  is  in  trouble, 
nor  that  eliminating  failures  is  a  formu- 
la of  14  items  culled  from  10  successes 
and  10  failures. 

David  J.  Alsberg 
Astoria,  N.Y. 
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Too  many 

new 
products 
fail. 
Here's  why 
and  how 
to  do 
better. 


It  is  not  only  consumer- 
goods  companies  that 
introduce  products  that 
fail.  Business-to-business 
marketers  do  it  all  the 
time.  In  industries  from 
investment  products  to 
machine  tools,  companies 
end  up  with  lemons  be- 
cause they  don't  do  their 
homework.  In  the  1990s 
and  beyond,  only  compa- 
nies that  do  enough 
research— and  listen  to  the  results- 
will  survive. 

Deborah  C.  Sawyer 
Buffalo,  N.Y. 

Your  article  paints  a  picture  that 
your  figures  don't  support.  Based 
on  the  text,  I  would  assume  that  new- 
product  development  was  stagnant  or 
worse.  Your  figures  point  out  that  12 
out  of  13  new  products  don't  make  it 
out  the  door,  yet  only  46%  of  the  new- 
product  development  budget  goes  to  fail- 
ures. That  looks  to  me  as  if  businesses 
are  cutting  their  losses  early  and  iden- 
tifying successes. 

Long-term  success  is  another  difficult 
item  to  measure.  Counting  how  many 
products  are  still  on  the  shelves  five 
years  after  development  gives  a  warped 
picture.  Very  little  office  equipment  sold 
five  years  ago  is  still  available,  for  in- 
stance. And  consumer  fashions  and  fad 
products   will    not    last    at   all— but 
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can't  agree  with  the 
six-step  program  in 
"Here's  why— and  how  to 
do  better."  I  think  your 
way  leads  right  into  mar- 
keting disasters.  The 
most  dangerous  point  is 
"asking  the  customer." 
That  creates  only  me-too 
products  because  the  cus- 
tomer is  not  creative.  No 
real  marketing  break- 
through has  been  built  on 
marketing  research. 
The  key  is  being  first. 
All  successful  marketers  have  their 
firsts:  Apple  (PC),  Amiga  (multimedia), 
Hewlett-Packard  (laser  printer),  BMW 
(ultimate  driving  machine),  Voyager 
(minivan). 

Michael  Brandtner 
Rohrbach,  Austria 

You  touched  on  the  concept  of  speed- 
ing products  to  market.  Consider- 
ing that  new  products  account  for  near- 
ly 30%  of  profits  for  many  companies,  a 
company  that  doesn't  speed  new  offer- 
ings to  market  faces  decline  a  short  way 
down  the  road. 

I  would  suggest  that  companies  tra- 
ditionally put  too  much  at  stake  by 
focusing  on  the  development  of  only 
a  few  new  products.  Companies  would 
be  better  off  speeding  a  large  number  of 
products— or  variations  of  one  product— 
to  the  shelves  in  the  shortest  amount  of 
time.  The  focus  should  not  be  on  reduc- 
ing new-product  failures.  It  should  be 
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35  Of  The 
World's  Largest 
Tedeo)mmunication 
Companies. 


'e  're  helping  our 
clients  write  the  book  on 
customer  service. 

And  here's  the  last  word: 
customerize. 


From  banking  to  airlines,  from 
^communications  to  government, 
sys  has  built  a  reputation  for  helping 
clients  help  their  customers. 

So  it's  not  surprising  that  the  most 
verful  customer  service  concept  in 
rs  should  come  from  Unisys.  A  concept 
jodied  in  a  single,  thought-provoking 

rd:  CUSTOMERIZE. 

A  customerized  organization  is 
tomer-focused  at  every  level.  The  full 
abilities  of  its  information  strategy 
extended  all  the  way  out  to  the  points 
lustomer  contact,  where  customer  sat- 
ction  is  ultimately  decided.  The  bottom 
i?  For  the  private  sector:  enhanced 
3nue  generation  and  competitiveness. 

the  public  sector:  enhanced  delivery 

13  Unisys  Corporation. 


of  government  services. 

Of  course,  every  line  of  business  has 
its  unique  requirements.  And  Unisys  is  a 
leader  at  applying  industry-by-industry 
expertise  to  real-world  customer  environ- 
ments. Our  pioneering  efforts  to  help 
customerize  business  and  government  are 
a  logical  extension  of  our  strengths- 
strengths  such  as  point-of-customer- 
contact  solutions;  a  proven  commitment  to 
open  systems  and  interoperability;  and 
above  all,  services  that  apply  technology 
not  for  its  own  sake  but  for  the  sake  of 
an  organization's  goals. 

UMSYS 

We  make  it  happen. 


Experienced  Unisys  consultants  can 
help  assess  the  flow  of  information 
between  you  and  your  customer.  And  our 
customerize  ™  services  protect  your  existing 
investment  as  they  help  your  organization. 


cus-tonver-ize\  kus'-ta-ma-rize'V/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2  :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVI  EDGE.  BUSINESS- 
CRITK  \L  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  16. 
Ask  for  a  complimentary  customerize 
Information  Kit.  We'll  help  you  begin  a  re- 
warding new  chapter  in  customer  service. 

customerize  is  a  service  mark  of  Unisys  Corporation 


For  your  Tenth  Anniversary, 
show  heryoud  marry  her  all  over  again. 


The  Diamond  Anniversary  Band. 


Call  1-800-553-5753.  A  diamond  is  forever. 


De  Beers 


UNCONVENTIONAL  WISDOM 

They're  The  McLaughlin  Group.  Each  with  a  view  that's  contentious 
and  contagious.  ( clockwise  from  left )  Jack  Germond,  Clarence  Page, 
John  Mclaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Ered  Barnes. 
Made  possible  by  a  grant  from  GE. 


The  McLaughlin  Group 

(  hec  k  your  local  listing  lor  station  and  time. 

We  bring  good  things  to  life. 


on  increasing  new-product  success! 

The  company  must  be  willing  to  I 
products  fail.  These  failures  secure  sli 
space  and  confuse  the  competition  wl 
maximizing  consumer  choices.  The  cc 
pany  must  also  be  willing  to  sacrii 
its  current  product  line  before  comp 
tion  kills  it. 

Until  a  company  is  ready  to  alter 
mindset,  it  will  be  burdened  with  cos 
development  and  testing  processes  an 
large  number  of  flops. 

Victor  Sar 
Sterling  Heights,  M 

BARNEY  IS  A  'RARE  JEWEL' 
NOT  A  CRASHING  SORE 


■  n  "Wouldn't  you  like  to  knock 
I  stuffing  out  of  Barney?"  (Top  of 
News,  Aug.  16),  you  were  way  off 
mark  in  your  depiction  of  Barney 
his  image  among  American  parents.  T 
program's  so-called  tedious  lack  of  "ad 
minded  entertainment"  value  is,  at  b( 
a  misguided  criticism  for  a  progr 
specifically  intended  for  children. 

Granted,  your  intent  was  proba 
not  to  misinform  the  reader  but  rat 
to  bring  lighthearted  humor  to  your  ( 
erwise  serious  publication.  However 
today's  treacherous  television  world,  \ 
ents  such  as  myself  can't  afford  to 
such  off-base  and  unwarranted  atta 
on  rare  jewels  such  as  the  Barney  sli 
go  unchallenged. 

Kent  P.  Sheph 
Lafayette,  Ci 


EARLY  RETIREMENT:  A  GOOD  WAY 
TO  LOSE  THE  BEST  WORKERS? 


Corporate  management  has  obvic 
ly  forgotten  the  lesson  we  leamec 
the  days  before  milk  was  homogenizj 
If  you  pour  from  the  top,  the  ere 
comes  out  first. 

IBM  and  the  other  companies  m 
tioned  in  "Take  the  money  and  run- 
take  your  chances"  (Top  of  the  Ne 
Aug.  16)  should  realize  that  enhan 
"retirement"  packages  are  most  atti 
tive  to  the  best  employees.  These 
the  people  who  can  most  easily  find  r 
employment. 

As  the  cream  of  the  work  fo 
leaves,  the  company  is  then  left  w 
skim  milk.  Its  employee  pool  will 
longer  be  fat,  but  neither  will  it  h 
the  quality  of  the  people  who  war 
out  the  door. 

Richard  D.  Ha 
Vashon,  Wi 


Letters  to  the  Editor  should  be  sent  to  Readers  Re 
Business  Week,  1221  Avenue  of  the  Americas,  W 
York,  N.  Y  10020  Fax  (212]  512-4721  All  kpi 
must  include  an  address  and  daytime  and  eveninglW 
phone  numbers  We  reserve  the  right  to  edit  letterto 
clarity  and  space. 
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Reach  your  top 
prospects  with 
BusinessWeek 
Lead-Finder 


[t's  all  here  on  one  BusinessWeek 
jead-Finder™  diskette.  The 
ales  lead  information  you 
leed  on  the  top  prospects  in 
rour  sales  territory: 

•  Company  name 

•  Address 

•  Type  of  business 

•  Sales  ranges 

•  Employee  ranges 

•  Phone  number 

•  Contact  name 
(where  available) 

The  BusinessWeek  Lead-Finder 
>rogram  is  compiled  by  DATABASE 
VMERICA  —  a  leader  in  the  field  of  lists  - 
vith  selected  segments  researched  and 
erified  by  STANDARD  &  POOR'S. 

Targeting  your  best  prospects  has  never 
)een  faster,  easier  or  more  affordable. 

U  the  touch  of  a  key  the  software  lets  you: 

BusinessWeek 


•  Search  and  find  prospects  based 
on  your  own  criteria 

•  Rank,  sort  and  evaluate 
companies 
•  Print  reports  and 
mailing  labels 
•  Download  into  your 
own  database  or  word 
processing  system 

The  program  is 
available  on  a  5-1/4" 
or  3-1/2"  disk. 

The  BusinessWeek 
Lead-Finder  diskette  starts 
at  just  $149.00  U.S.  dollars. 

One  of  our  consultants  will  be 
happy  to  provide  you  with  a  FREE  market 
analysis  to  help  you  "profile"  the  best  sales 
leads  in  your  selected  areas. 

Call  1-800-545-041 1  for  your 
FREE  market  analysis  and  for 
ordering  information. 


Lead-Finder 


P.O.  Box  518,  Dept.  101,  Montvale,  NJ  07645-0518  FAX:  201-476-2419 
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THEIRS  WAS  THE  KINGDOM:  LILA  AND  DEWITT  WALLACE 
AND  THE  STORY  OF  THE  READER'S  DIGEST 

By  John  Heidenry 

Norton  •  701  pp  •  $29.95 

THE  DIGEST'S  MOST 
UNFORGETTABLE  CHARACTERS 


■  n  1941,  just  after  the  Reader's  Di- 
I  gest  had  become  the  world's  most 
H  widely  circulated  magazine,  its 
founder  and  editor,  DeWitt  Wallace,  in- 
vited the  famous  New  Yorker  contributor 
Alexander  Woollcott  to  write  a  series 
of  articles.  Woollcott's  reaction  was  typ- 
ically waspish.  "Mr.  Wallace  has  de- 
stroyed the  pleasure  of  reading"  he  told 
a  friend.  "Now,  he  is  about  to  destroy 
the  pleasure  of  writing."  For  all  its 
worldwide  popularity,  the  Reader's  Di- 
gest has  never  won  much  respect  from 
journalists,  writers,  and 
intellectuals,  who  have 
tended  to  view  it  as  pabu- 
lum for  the  masses. 

An  obvious  response  is, 
so  what?  As  John  Heiden- 
ry documents  in  Theirs 
Was  The  Kingdom,  his 
fact-crammed  story  of  the 
magazine  and  its  founders, 
the  Digest  piled  up  money 
just  by  being,  as  critic 
Walter  Goodman  quipped, 
"a  magazine  nobody  reads, 
apart  from  its  .'30  million 
subscribers."  In  time,  it 
reached  a  circulation  of 
more  than  17  million  in 
the  U.  S.  alone  and  was 
published  in  .'52  editions  in 
13  languages.  Woollcott 


was  straightforward.  "I  simply  hunt  for 
things  that  interest  me,"  he  once  said, 
"and  if  they  do,  I  print  them."  What 
interested  Wally  were  articles  that  in- 
formed the  reader— unusual  facts,  self- 
help  tips,  medical  treatments— or  that 
offered  a  lift  or  a  chuckle.  An  upbeat 
tone  was  paramount.  Adversity  was 
mentioned  only  to  show  it  could  be  over- 
come, in  the  type  of  article  a  wag  once 
parodied  as  "New  Hope  for  the  Dead." 

To  reinforce  the  magazine's  appeal  to 
women,  Wally  listed  his  wife,  Lila,  on 


meidenry  leads  a 
fact-crammed  tour 
of  one  of  the  greatest 
success  stories 
in  publishing 
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ended  up  contributing  to  the  magazine,  as 
did  many  other  well-known  writers.  Wal- 
lace outpaid  all  other  publishers. 

Heidenry's  book  is  eminently  worth 
reading,  though  it  dwells  too  long  on 
comings  and  goings  at  the  Digest  up  to 
hall'  a  century  ago.  A  bit  of  the  Digest's 
boil-it-down  editing  would  have  helped 
delineate  Heidenry's  most  intriguing  sto- 
ry: that  of  a  couple  who  didn't  quite 
know  what  to  do  with  the  money-mak- 
ing machine  they  built,  and  the  busi- 
nessmen who  did. 

DeWitt  Wallace,  or  Wally,  as  every- 
one called"  him,  launched  the  Digest  in 
1922,  when  he  was  '!'■>,  to  give  people 
with  little  time  or  inclination  for  reading 
an  easy  way  to  sample  what  he  judged 
to  be  the  best  articles  from  America's 
magazines.  This  meant  not  simply  re- 
printing articles  but  pruning  them  rigor- 
ously—sometimes by  as  much  as  75%. 

Wally's  approach  to  story  selection 


the  Digest's  first  masthead.  Thus  she  is 
usually  identified  as  co-founder,  but  she 
actually  never  had  much  to  do  with  the 
magazine,  Heidenry  reports. 

Heidenry  portrays  Wally  as  a  man  of 
contradictions,  some  of  which  would 
have  stunned  readers  of  his  magazine, 
which  opposed  smoking,  refused  liquor 
advertising  for  years,  and  espoused  tra- 
ditional values.  Wally  enjoyed  cigarettes, 
martinis,  poker,  and  off-color  stories. 
And  in  nearly  60  years  of  marriage,  he 
carried  on  numerous  affairs,  including  a 
disastrous  one  with  Lila's  niece. 

One  area  in  which  he  was  consistent, 
though,  was  politics.  His  views,  strongly 
reflected  in  the  magazine,  ranged  from 
conservative  to  reactionary.  Liberal  crit- 
ics often  accused  the  Digest  of  being  a 
mouthpiece  for  the  CIA  and  the  FBI,  and 
Heidenry  makes  clear  that  it  cooperated 
closely  with  both  agencies,  which  were 
often  the  key  or  only  sources  for  articles 


on  topics  such  as  communist  influenc 
Latin  America. 

The  Digest's  steady  growth  even 
ally  forced  Wally  to  take  on  hired  han 
including  highly  paid  men  not  content 
preside  over  one  magazine,  even 
was  a  colossus.  Two  questions  nag£ 
these  executives:  How  could  they  k( 
the  Reader's  Digest  Assn.  (the  cor 
rate  name  of  the  magazine  and  its 
spring)  growing  and  profitable?  A 
what  would  happen  to  RDA  when 
Wallaces,  who  were  childless,  died? 

Wally  didn't  want  to  be  a  media  r 
gul  like  his  celebrated  contempora 
Henry  Luce.  And  even  though  his 
pire  was  eventually  worth  upwards  of 
billion,  money  meant  less  to  him  tl 
spreading  the  Digest  and  its  mess; 
around  the  globe.  He  consisten 
warned  his  executives  to  avoid  "exc 
sive  profits." 

Naturally,  they  tended  to  disreg; 
such  whimsical  advice,  and  RDA  steac 
expanded  into  new  bi 
nesses.  Those  that 
ploited  rda's  direct-n 
expertise,  such  as 
Condensed  Book  CI 
generally  succeed 
Those  that  ranged  fart 
afield,  such  as  produc 
movies,  flopped. 

As  the  Wallaces  ag 
with  no  clear  successoi 
sight,  infighting  and 
trigue  at  RDA  were, 
Economist  reported,  "w 
thy  of  the  court  of 
Medici."  Meanwhile,  W, 
and  Lila  spent  their  ti 
giving  their  money  av 
to  schools,  hospitals, 
art  museums.  In  a  fi 
burst  of  generosity  (I 
to  keep  RDA  in  private  hands),  they  ] 
all  nonvoting  stock  to  eight  charifl 
and  all  voting  stock  to  three  Walll 
trust  funds.  Wally  died  in  1981,  at 


i 


92.  Lila  died  three  years  later,  at  95; 

Effective  control  of  RDA  passed  to 
trustees  of  the  Wallace  trusts,  vB 
agreed  that  RDA  must  keep  growil 
Even  after  a  1990  public  stock  offeril 
the  trustees  controlled  the  majority! 
the  voting  shares,  ensuring,  as  Heidel 
puts  it,  "that  the  RDA,  though  pull 
also  stayed  forever  private."  Nonetl 
less,  Heidenry  notes  somewhat  moil 
fully  that  the  RDA  is  marching  "into  I 
anonymity  of  a  high-profile  communis 
tions  giant."  Wally  would  have  hal 
that.  Hut  the  charities  that  own  tin  c 
pany  don't  mind  excessive  profits  atl 
BY  JACK  PATTERS*] 
Patterson  complains  that  BUSINESS  WM 
is  running  a  condensed  version  ofW 
review. 
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INTRODUCING  THE  SERIES  3 


These  days,  buying  a  new  phone  system  is  like  leaping  into  murky  waters.  You  never  know  what's  lurking  below 
until  you  take  the  plunge.  Will  you  be  swamped  with  calls?  Or  will  things  dry  up  over  time?  And  what  about 
evolving  technology?  Will  you  need  features  like  private  networks,  automated  call  distribution  or  voice  messaging? 


We  suggest  you  take  a  deep  breath  and  relax, 
environments  when  the  need  arises.  Whether 
ness  or  simply  growing  by  leaps  and  bounds. 


Because  with  the  Series  3jM  you  can  adapt  to  new 
you're  upgrading  your  system,  relocating  your  busi- 
Call  us  at  1-800-553-3263  to  take  it  for  a  test  dive. 


The  new  Series  3  PBX  from  Fujitsu,  a  $29-billion  global 
telecommunications  leader  serving  over  100  countries 


Fujrrsu 


COMPUTERS.  COMMUNICATIONS,  MICROELECTRONICS 


I've  built  about  65  golf  courses  since  what  kind  of  lie  you  have  down  there.  People 

I  started  back  in  1960.  As  I  build  a  course,  say  there's  a  lot  of  water  on  the  Tournament 

I  really  don't  have  a  whole  vision  of  what's  Players  Clubf  and  that's  true,  but  then  there 

going  to  happen  when  I  start.  I  walk  the  land  are  a  lot  of  good  golfers  out  there  too. 
to  get  a  feel  for  it,  because  I  make  all  my        The  American  Express'  Card  is  welcomed 


Golfers  just  love  punishment. 
(And  that's  where  I  come  in.) 
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designs  in  the  dirt.  I  don't  know  how  to  at  all  these  TPCfgolf  clubs,  and  it  does  just 
punch  a  computer  and  I'm  too  old  to  learn,    as  much  for  the  bad  golfer  as  it  does  for 

Golf  is  a  mental  game,  and  golfers  are    the  good  golfer, 
always  nervous.  So  I  constantly  try  to  work  on        American  Express  reminds  you  the  Card 
their  idea  of  how  a  hole  ought  to  be  played,    is  welcomed  at  all  kinds  of  golf  courses. 
Nowadays  the  only  ally  I  have  is  water;  that's     (And  Pete  would  like  to  remind  you  to  keep 
theonly  hazard  they  can't  recover  from.  Sand     your  head  down.) 

Pete  Dye 

is  easy,  but  if  you  go  into  water  you  know      Golf  Course  Designer  &  Builder 


Economic  Viewpoint 


GAMBLING'S  ADVOCATES  ARE  RIGHT 
— BUT  FOR  THE  WRONG  REASONS 


BY  GARY  S.  BECKER 


State-run  gaming 
will  be  no  jackpot  for 
local  governments. 
But  why  deny 
citizens  the  pleasure 
of  modest  betting, 
when  the  arguments 
against  it  are  so 
specious?  And  why 
drive  them  into 
criminal-run  casinos? 


GARY  S.  BECKER,  THE  1 992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


Many  state  and  local  governments  face 
even  greater  fiscal  pressure  to  raise 
taxes  than  Washington  does.  In  the 
scramble  for  additional  revenue,  Mississippi 
and  Indiana,  along  with  Boston,  Chicago,  New 
Orleans,  and  the  District  of  Columbia,  among 
other  localities,  already  allow  or  are  seriously 
considering  the  enfranchisement  of  casino  gam- 
bling and  other  gaming  devices  such  as  lot- 
teries. I  support  this  trend  toward  legalizing 
gambling,  although  my  reasoning  has  little  to 
do  with  revenues. 

Mayors  and  governors  drool  in  anticipation  of 
what  gambling  taxes  can  do  for  their  budgets. 
Nevada,  for  example,  collects  more  than  $200 
million  a  year  from  its  casinos,  the  state's 
largest  employer,  and  New  Jersey  better  than 
$314  million.  Several  Indian  reservations— no- 
tably in  Connecticut  and  South  Dakota— have 
become  rich  from  slot  machines,  poker  and 
blackjack  tables,  and  other  gaming  devices.  The 
U.  S.  Supreme  Court  ruled  in  1987  that  reser- 
vations could  operate  gambling  facilities  com- 
parable to  any  others  permitted  in  their  states. 

As  casinos  spread  across  the  country,  how- 
ever, the  number  of  communities  competing 
for  the  limited  tax  revenues  from  gambling 
will  increase.  They  won't  be  able  to  duplicate 
the  financial  success  of  Nevada,  Atlantic  City, 
or  the  Indian  reservations. 

State  and  local  governments  must  forget 
about  gambling  as  a  fail-safe  jackpot.  There  is 
no  way  gambling  is  going  to  solve  their  fiscal 
crises.  It  would  only  add  a  modest  amount  of 
tax  revenue.  But  there  is  this  to  be  said  for  le- 
galizing gambling:  It  would  enable  the  many 
people  who  wish  to  place  a  bet  to  do  so  with- 
out patronizing  illegal  establishments  and  fa- 
cilities controlled  by  criminals. 
venial  sin.  For  me,  the  issue  comes  down  to 
this:  The  arguments  against  legalized  gam- 
bling are  specious,  so  why  not  allow  it?  The 
assertion  by  religious  and  civic  groups  that 
gambling  is  sinful  and  hence  shouldn't  be  en- 
couraged is  of  dubious  validity.  Gambling  is 
surely  less  sinful  than  smoking  and  drinking, 
since  smoking  damages  health,  and  drunken- 
ness causes  automobile  and  job  accidents  and 
domestic  violence.  And  assuming  so-called  sin 
taxes  should  be  proportionate  to  the  degree  of 
sin,  the  sin  component  of  gaming  taxes  should 
be  below  the  sin-tax  rates  on  smoking  and 
drinking.  Federal  and  state  governments  to- 
gether tax  about  20%  of  cigarette  and  beer 
sales,  while  Nevada  collects  about  5%  of  net 
casino  revenues  in  that  state. 

More  than  30  states  already  encourage  gam- 
bling by  running  enticing  advertisements  for 
state  lotteries.  The  poor  bet  on  these  lotter- 
ies—as well  as  on  illegal  gaming  such  as  num- 


bers and  card  games.  The  rich  can  specu 
as  recklessly  as  they  wish  through  buying 
selling  equities,  options,  real  estate,  and  o 
highly  risky  assets.  It  is  principally  the  mi 
classes  that  are  affected  by  present  restrict 
on  casinos  and  other  forms  of  gambling 
few  families  in  this  group  bet  much  of  thei 
come  and  assets  in  the  attempt  to  hit  it  I 

Some  opponents  paint  a  picture  of  g 
bling  addicts  frittering  away  their  life 
ings  in  pursuit  of  the  big  killing  of  their 
tasies.  Analysis  of  the  betting  pattern 
lottery  and  casino  patrons,  however,  sh 
that  addictive  gambling  is  not  common— s 
ly  much  less  so  than  addiction  to  tobacco 
alcohol.  Few  people  buy  so  many  lottery 
ets  that  they  jeopardize  their  funds  for 
and  other  necessities.  Most  casino  visitors 
middle-aged  folks  having  a  good  time  i 
friends.  Why  deny  them  the  pleasures— th 
even— they  get  from  modest  betting  on 
teries  and  other  gaming  devices? 
gone  LEGIT.  Many  of  those  opposed  to  It 
ized  gambling  don't  care  a  fig  whether 
patrons  would  commit  a  sin  or  risk  addicl 
Their  concern  is  with  organized  crime,  w 
did,  after  all,  create  Las  Vegas.  But  that 
long  ago,  and  nowadays  reputable  compa 
such  as  Hilton,  Hyatt,  Bally's,  and  Grand  ( 
nos  control  most  of  the  gambling  facilities 
hotel  rooms  in  Las  Vegas  and  Atlantic 
and  run  the  newly  legalized  casinos  along 
Mississippi  River. 

Organized  crime  thrives  on  illegal  ac 
ties  such  as  drugs  and  betting  on  numt 
Criminals  have  an  advantage  over  ho 
businesspeople  in  bribing  law-enforcemen 
ficials— and  in  using  force  to  collect  their  d< 
The  influence  of  criminals  on  gaming  woul 
reduced,  not  raised,  if  companies  were  ab 
operate  casinos  and  other  facilities  on  ri 
boats  or  anyplace  else  that  is  zoned  for  £ 
ing.  Many  legitimate  companies  are  eagf 
enter  this  industry  as  soon  as  it  becomes 
gal  activity. 

The  fear  of  organized  crime  has  encour: 
state  and  local  governments  to  operate  s 
lotteries,  the  Off-Track  Betting  shops  in 
York  City,  and  other  facilities.  But  gov 
ments  have  been  no  more  successful  at  t 
activities  than  they  are  at  providing  o 
services:  New  York's  OTB  offices  are  anfi 
the  few  unprofitable  gaming  establishing 
in  the  world.  State  lotteries  have  been  slo  I 
innovate,  and  they  rip  off  their  mainly  isj 
educated  clientele  by  paying  out  only  50  i 
their  revenue.  By  contrast,  privately  run  isj 
nos  in  Las  Vegas  and  elsewhere  are  foil 
by  competition  to  pay  out  about  95%  oftlj 
amount  wagered. 


14  BUSINESS  WEEK/SEPTEMBER  6,  1993 


ECONOMIC  via 


In  the  20th  century,  more  cures 
have  been  developed  in  America  than 
anywhere  else.  We're  working  to 
do  the  same  for  the  21st. 


The  breakthrough  cures  of  Pfizer 
and  the  American  pharmaceutical  indus- 
try are  admired  throughout  the  world.  In 
the  last  20  years  alone,  nearly  half  of 
all  the  world's  major  medi- 
cines were  discovered  or 
developed  by  the  U.S.  research- 
based  pharmaceutical  industry. 

As  a  leader  in  a  leading-edge  indus- 
try, Pfizer  is  developing  many  of  tomor- 
row's medicines— medicines  to  treat  heart 
disease,  cancer,  AIDS,  diabetes,  arthritis, 
Alzheimer's,  depression,  and  more. 

Our  cures  are  made  possible  by 
research  and  development.  This  year,  we're 
investing  $1  billion  in  R&D. 

We  also  understand  that  even  the 
most  advanced  health  care  in  the  world 
must  be  accessible  to  everyone.  That's 
why,  at  Pfizer,  we  voluntarily  pledge  to 
hold  down  the  price  of  our  prescription 
medicines.  We  pledge  to  work  toward  a 
plan  that  provides  all  Americans  with 


coverage  for 
prescription  medicines. 
And  we  pledge  to  expand  our  programs 
that  offer  doctor-prescribed  Pfizer  med- 
icines at  no  charge  to  those  Americans 
who  lack  both  the  money  and  insur- 
ance for  prescription  medicines.  With 
commitment  like  this,  America  can  realize 
the  full  benefits  of  pharmaceutical  tech- 
nology for  this  generation— and  the  gener- 
ations to  come. 


We're  part  of  the  cure. 


Economic  Trends 


BY  GENE  KORETZ 


RECORD  10W  MORTGAGE 
RATES  MAY  BE 
FINALLY  HITTING  HOME 

■■or  housing-market  observers,  wait- 
Ting  for  homebuilding  to  speed  up 
this  year  has  required  the  patience  of 
Job.  Despite  the  lowest  mortgage  rates 
in  a  generation,  housing  starts  fell  in 
July  for  the  second  straight  month. 

Now,  however,  the  clouds  appear  to 
be  lifting.  The  National  Association  of 
Home  Builders  (nahb)  reports  that  40% 
of  builders  surveyed  in  August  felt  sales 
conditions  were  good  (chart),  the  largest 
number  since  early  1989.  With  traffic  of 
prospective  buyers  through  model  homes 
on  the  upswing,  "housing  should  be  one 
of  the  stronger  components  of  GDP 
through  the  rest  of  the  year,"  says  econ- 
omist Dean  Crist  of  the  NAHB. 


ARE  HOUSING  STARTS 
POISED  FOR  A  BREAKOUT? 


A  PERCENT  -CURRENT  CONDITIONS  FOR  SINGLE  FAMILY  HOMES 

DATA:  NATIONAL  ASSN  OF  HOMEBUILDERS 


The  catalyst,  of  course,  is  collapsing 
interest  rates,  which  for  fixed-rate  mort- 
gages are  down  to  7.1%— a  20-year  low 
that  is  making  home  ownership  an 
achievable  dream  again  for  many  house- 
holds. In  recent  months,  sales  of  both 
existing  and  new  homes  have  been 
quickening,  and  mortgage  applications 
for  home  purchases  in  recent  weeks 
have  been  running  22%  over  late  May. 

While  all  this  bodes  well  for  housing 
over  the  near  term,  the  NAHB's  Crist 
cautions  that  building  "can't  really  take 
off  until  job  and  income  growth 
strengthen."  Still,  there  are  omens  that 
the  housing  market  could  add  signifi- 
cantly more  punch  to  the  economy. 

For  one  thing,  the  construction  up- 
swing so  far  has  stressed  starter  homes 
over  the  more  expensive  trade-up  hous- 
es that  are  built  once  an  expansion  gets 
going.  Now,  however,  it  appears  that 


more  affluent  households  are  starting 
to  get  into  the  act. 

Economist  Lawrence  A.  Kudlow  of 
Bear,  Stearns  &  Co.  points  to  the  effects 
of  higher  income-tax  rates  combined  with 
the  continuing  deductibility  of  mortgage 
interest  and  the  now  significantly  lower ' 
capital-gains  tax  rate.  "High-income  in- 
vestors," he  says  "are  likely  to  channel 
more  funds  into  capital-gains-producing 
assets  like  housing."  If  that  happens,  the 
construction  mix  would  shift  toward  cost- 
lier homes,  so  that  any  given  level  of 
housing  starts  would  translate  into  a 
higher  level  of  output. 


A  'HOME  BIAS9 
IS  INHIBITING 
GLOBAL  INVESTMENT 

Although  capital  markets  are  now 
global  in  scope,  that  doesn't  mean 
that  money  always  flows  across  borders 
seeking  the  highest  return.  At  a  con- 
ference held  Aug.  19-21  in  Jackson  Hole, 
Wyo.,  under  the  aegis  of  the  Federal 
Reserve  Bank  of  Kansas  City,  Morris 
Goldstein  and  Michael  Mussa  of  the 
International  Monetary  Fund  argued 
that  a  "home  bias"  skews  investment 
policy  along  familiar  paths— within  na- 
tional borders.  In  other  words,  far  less 
capital  is  directed  abroad  by  U.S.  and 
foreign  investors  than  would  be  predict- 
ed by  optimal  portfolio  strategies  based 
on  such  considerations  as  risk,  rate  of 
return,  and  diversification. 

The  two  economists  cite  recent  stud- 
ies that  suggest  that  home  bias  during 
the  1980s  cost  U.  S.  institutional  inves- 
tors and  their  clients  about  two  per- 
centage points  in  rate  of  return.  That  is, 
they  earned  2%  less  a  year  on  funds 
that  portfolio  theory  says  should  have 
been  directed  overseas.  In  Germany,  a 
similar  home  bias  may  have  cost  inves- 
tors as  much  as  nine  percentage  points. 

Why  the  bias?  Goldstein  and  Mussa 
say  investors  are  simply  unfamiliar  with 
the  risks  in  foreign  markets  and  tend  to 
exaggerate  them.  Indeed,  discussions 
with  portfolio  managers  indicate  that 
the  bias  extends  to  regions  within  a 
country,  as  well  as  overseas:  "We  con- 
clude that  there  is  a  strong  tendency 
even  today  for  investors  to  be  most 
knowledgeable  and  comfortable  with  in- 
vestments in  their  own  backyards." 

Such  results  imply  that  large  un- 
tapped profit  opportunities  abroad  are 
still  available  to  investors  despite  the 
increasing  integration  of  global  capital 
markets.  Those  able  to  research  such 
opportunities  and  take  advantage  of 
them  could  reap  significant  rewards. 
With  Seymour  Zucker  in  Jackson  Hole 


TOP-RATED  MUTUAL 
FUNDS:  ALL  THEY'RE 
CRACKED  UP  TO  BE? 

Americans  may  be  missing  out  II 
profit  opportunities  at  home  as  vl 
as  overseas.  In  a  new  study,  Stanf<fc 
University  economists  Joel  M.  DickM 
and  John  B.  Shoven  note  that  desrS 
billions  of  dollars  flowing  into  mutP 
funds,  the  performance  rankings  of  sm 
funds  lack  information  on  their  loM; 
term  aftertax  rates  of  return. 

That's  a  glaring  omission  because,  I 
cept  for  tax-deferred  vehicles  such  I 
pension  investments,  both  dividends^ 
ceived  by  the  funds  and  capital  ga 
resulting  from  their  trading  are  taxa 
to  shareholders.  For  high-income  inv 
tors,  that  means  not  only  that  th 
earnings  over  the  years  are  far  sma 
than  a  fund's  reported  appreciation 
also  that  an  apparently  high-perform 
fund  may  turn  out  to  be  a  poor  p 
former  on  an  aftertax  basis. 

The  two  economists  found,  for  ex; 
pie,  that  based  on  the  median  retun 
a  sample  of  62  mutual  funds,  $1  inves 
in  1962  would  have  grown  to  $21.89 
1992  on  a  pretax  basis,  compared  w 
$22.13  for  a  $1  investment  in  Standan 
Poor's  500-stock  index.  On  an  after 
basis,  however,  the  same  $1  for  a  hi 
income  investor  would  have  grown 
just  $9.87.  Moreover,  aftertax  fund  ra 
ings  looked  a  lot  different,  with  one 
tual  fund  that  was  in  the  bottom  20° 
the  sample  on  a  pretax  basis  wine 
up  ahead  of  60%  of  the  pack  for  upt 
income  taxable  investors. 

In  light  of  such  findings,  it  may 
only  a  question  of  time  before  mul 
funds  and  published  rankings  start 
provide  investors  with  more  infor: 

tion  on  the  funds'  aftertax  performai 


[ft 

MINERALS  EXPORTERS 

SEEM  CAUGHT  IN 

A  DEFLATIONARY  CYCLE ' 

The  prices  of  key  industrial  eomn  - 
ities  such  as  copper  and  oil  seen! 

be  headed  even  lower,  observes  ec( 
mist  A.  Gary  Shilling.  Both  are  i 
duced  by  financially  weak  countries  \ 
huge  foreign  debts— such  as  Zambia 
Peru  and  the  OPEC  nations.  "As  the  j 
es  of  these  commodities  fall,"  notes  ' 
ling,  "producers  find  they  must  turn  u 
even  more  to  service  their  for( 
debts."  The  upshot  is  a  vicious  d< 
tionary  cycle,  where  falling  prices  s\ 
greater  output  and  even  lower  pric( 
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N  IMPORT-HUNGRY  AMERICA 

00K  A  BITE  OUT  OF  FIRST-HALF  GROWTH 


THE  TRADE 
RAUMA:  IMPORTS 


'90    '91    '92  '93 
KENT  OF  DOMESTIC  DEMAND  FOR 
)N0ll  GOODS 

■A1A  COMMERCE  DEPT.  BDSINFSS  WEEK 


■  here  is  no  question  that  the  U.  S.  economy's  perfor- 
mance in  the  first  half  of  1993  was  disappointing. 
However,  the  reason  for  that  lackluster  showing  is 
v  clear— and  it's  not  because  of  weak  domestic  de- 
nd.  The  major  source  of  the  first-half  slowdown  was  a 
Iden  and  huge  widening  of  the  nation's  trade  deficit. 
Che  shocking  revelation  that  the  U.  S.  merchandise 
de  gap  soared  to  $12.1  billion  in  June  had  economists 
atching  their  heads.  That  deficit  was  the  widest  in 
re  than  five  years,  and  it  was  more  than  $3  billion 
>ve  the  forecasters'  general  expectations. 

Moreover,  the  June  surprise 
extends  the  pattern  of  bigger 
gaps  that  began  in  March.  In 
both  March  and  April,  the  trade 
deficit  jumped  to  more  than  $10 
billion,  up  from  less  than  $8  bil- 
lion in  both  January  and  Febru- 
ary. Most  economists  believed 
the  spring  numbers  to  be  anoma- 
lies that  were  not  indicative  of 
the  true  trend.  Wrong. 

To  be  sure,  recession  in  most 
the  industrialized  world— and  its  harmful  impact  on 
3.  exports— is  one  factor  in  the  trade  balance's  deten- 
tion. Export  growth  slowed  to  a  standstill  in  the  first 
f,  but  weak  foreign  demand  is  far  from  the  main  cul- 
I  Since  the  fourth  quarter  of  1992,  a  surge  of  import- 
goods  has  accounted  for  all  of  the  widening  in  the 
de  gap. 

DOMESTIC  The  resulting  drag  on  economic  growth 
IEMAND  was  enormous.  The  Commerce  Dept.  will 
S  GOING  issue  its  annual  revisions  to  gross  domes- 
IBROAD. . .  £jc  product  on  Aug.  31,  so  many  numbers 
[  change.  But  as  of  now,  it  looks  as  though  a  worsening 
de  deficit,  by  itself,  robbed  the  economy  of  about  1.5 
•centage  points  of  growth  during  the  first  half.  A  rush 
Imports  hardly  reflects  weak  domestic  demand. 
)n  the  contrary.  In  the  first  half,  domestic  spending  for 
)ds  other  than  petroleum  products  rose  at  an  annual 
e  of  about  4%,  based  on  the  unrevised  data.  The  prob- 
i  Imports  of  goods,  excluding  oil,  skyrocketed  at  an  an- 
il rate  of  about  14%.  As  a  result,  the  imports'  share  of 
nestic  demand  for  goods  reached  a  record  24.6%  in 
!  second  quarter  (chart). 

n  a  recovery,  the  pace  of  imports  normally  outstrips 
it  for  domestic  demand,  but  the  four-percentage-point 
rease  in  import  share  since  early  1991  is  startling. 


That's  not  only  because  of  the  huge  rise,  but  because  it 
has  occurred  without  any  deterioration  in  the  competitive 
position  of  U.  S.  companies  via  currency  movements. 

Coming  out  of  the  1981-82  recession,  the  import  share 
jumped  five  percentage  points,  but  that  could  be  ex- 
plained by  the  supercharged  foreign-exchange  value  of  the 
dollar.  This  time,  the  U.  S.  appears  to  have  nothing  to 
blame  but  its  ravenous  appetite  for  foreign-made  goods. 


. .  .AND  U.S. 
INDUSTRY 
IS  LEFT 
BEHIND 


The  surge  in  imports  means  that  U.  S. 
manufacturers  are  missing  out  on  much  of 
the  pickup  in  domestic  demand.  Combine 
that  with  the  slower  pace  of  export 
growth,  and  it's  easy  to  see  why  the  yawning  trade  gap  is 
a  big  part  of  the  factory  sector's  current  problems. 

New  orders  for  durable  goods  fell  3.8%  in  July,  to 
$127.5  billion,  the  largest  decline  in  VA  years  (chart).  In  ad- 
dition, factory  shipments  slumped  by  4.2%  in  the  month, 
and  unfilled  orders  shrank  0.4%,  to  $434.7  billion,  the 
lowest  level  in  almost  five  years. 

The  July  drop  probably  overstates  the  weakness, 
though.  Orders  had  jumped  4.5%  in  June,  reflecting  a 
14.3%  surge  in  transportation  equipment.  But  the  transpor- 
tation sector  posted  an  18.1%  plunge  in  July,  as  orders  for 
aircraft  and  autos  reversed  course.  Excluding  transporta- 
tion, orders  rose  1.4%  in  June  and  1.3%  in  July. 

Even  so,  the  split  between  do- 
mestic spending  and  factory  or- 
ders shows  how  demand  is  by- 
passing U.  S.  manufacturers. 
June  imports  jumped  5.1%  from 
May's  level,  to  a  record  $49.7  bil- 
lion. The  increases  were  broad, 
led  by  rising  demand  for  indus- 
trial materials  and  capital  goods, 
excluding  autos.  Year-to-date, 
price-adjusted  imports  are  up 
12.5%  from  the  same  period  last 
year,  and  industrial  materials  and  nonauto  capital  goods 
account  for  nearly  three-fourths  of  that  increase. 

In  particular,  imported  high-tech  capital  equipment  is 
grabbing  an  increasing  share  of  U.  S.  demand  during  the 
current  boom  in  business  spending  for  such  goods.  As  a 
result,  the  U.  S.  trade  surplus  in  capital  equipment  has 
dwindled  to  only  one-third  of  what  it  was  two  years  ago. 
This  trend  is  also  a  byproduct  of  the  rapid  growth  in 
foreign  investment  in  the  U.  S.  in  recent  years. 

Four  countries  account  for  two-thirds  of  the  year-to-date 
increase  in  imports,  compared  with  the  same  period  a 
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year  ago.  Listed  in  order  of  the  size  of  their  contribution, 
they  are  Canada,  Japan,  China,  and  Mexico.  Not  surpris- 
ingly, those  four  nations  also  account  for  nearly  60%  of  the 
widening  in  the  U.  S.  trade  deficit. 


EXPORTS 
ARE  RISiHG, 
BUT  MORE 
SLOWLY 


FEWER  U.S.  GOODS 
HEAD  TO  EUROPE 


On  the  other  side  of  the  trade  ledger,  ex- 
ports are  clearly  slowing  down— but  not 
nearly  as  fast  as  the  June  data  suggest. 
Exports  plunged  3.3%  in  the  month,  to 
$37.6  billion.  However,  the  drop  wasn't  really  that  bad. 
About  40%  of  the  decline  came  from  a  one-time  falloff  in 
nonmonetary  gold  shipments. 

Still,  export  growth  has  slowed  from  the  glory  days  of 
the  late  1980s.  After  adjusting  for  price  changes,  real 
exports  in  the  second  quarter  grew  by  5.4%  compared 
with  a  year  ago.  Not  bad,  but  in  1988,  exports  were  soar- 
ing at  four  times  that  pace. 

The  slowdown  in  exports  is 
the  result  of  slow  growth  in  the 
U.  S.'s  major  trading  partners. 
Recessions  in  Europe  have  cur- 
tailed demand  for  American 
goods.  In  the  second  quarter, 
U.  S.  shipments  across  the  At- 
lantic were  off  3.6%  from  a  year 
ago.  Exports  to  the  rest  of  the 
world  have  actually  held  up,  ris- 
ing by  7%  last  quarter  (chart). 
A  turnaround  in  Europe  is 
crucial  to  U.  S.  exports  because  Europeans  buy  about 
one-quarter  of  American  exports.  However,  the  failure  of 
the  central  banks,  led  by  the  Bundesbank,  to  cut  interest 
rates  faster  has  delayed  recoveries  in  most  of  Europe.  Al- 
though Britain  is  growing,  its  upturn  is  still  shallow. 

Meanwhile,  across  the  Pacific,  import  restrictions  and  an 
economic  slump  will  continue  to  hold  back  U.  S.  export 
growth  to  Japan.  Shipments  to  Japan  doubled  from  1987 
to  1990,  but  since  then,  they  have  gone  nowhere. 
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THE  DOLLAR  HEAD 
IH  TWO  DIRECTIOH 


THE  U.S 
DOLLAR  VS 


Moreover,  the  foreign-exchange  value  of  the  dollar  m 
likely  to  help  much,  either.  Although  great  attention  h 
been  paid  to  the  dollar's  record  lows  against  the  Japane 
yen,  the  American  currency  is  strengthening  vis-a-\ 
the  major  European  currencies.  That's  the  result  of  o 
faster  growth  and  low  inflation,  as  well  as  the  meltdo\ 
of  Europe's  exchange-rate  mechanism. 

Since  the  first  ERM  crisis  in  September,  1992,  the  doll 
has  risen  20.8%  against  the  currencies  of  Britain,  Fran 
and  Germany,  on  a  trade-weighted  basis.  At  the  sai 
time,  it  has  fallen  15.5%  against  the  yen  (chart) 

The  rising  dollar  means  that 
U.  S.  goods  sold  in  Europe  will 
be  at  a  price  disadvantage  when 
those  countries  start  to  recover 
next  year.  However,  efforts  by 
U.  S.  manufacturers  to  boost  pro- 
ductivity and  cut  unit  labor  costs 
have  placed  U.  S.  factories  in  a 
highly  competitive  position. 

The  problems  in  Europe  and 
Japan  mean  the  hope  for  export- 
ers in  the  second  half  lies  with 
the  rest  of  the  world.  And  the  news  from  developi 
countries,  at  least,  is  good.  Shipments  to  them  are  or 
solid  uptrend,  in  part  because  many  of  these  countries  < 
growing  faster  than  the  industrialized  economies.  Sh 
ments  to  the  Pacific  Rim  have  increased  by  8%  so  far  t 
year  compared  with  the  first  half  of  1992,  and  exports 
Latin  America  are  up  4.7%. 

The  demand  from  developing  nations  means  that  < 
ports  will  likely  rise  by  an  additional  5%  in  the  seco 
half.  But  growth  will  not  pick  up  sharply  until  199 
when  Europe  and  Japan  get  back  on  their  feet.  Tl 
means  that  hopes  for  correcting  the  trade  deficit— a 
helping  to  lift  U.  S.  factory  output— for  the  rest  of  li 
may  well  be  at  the  mercy  of  America's  ever-growing 
petite  for  imports. 
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THE  WEEK  AHEAD 


HEW  SINGLE-FAMILY  HOME  SALES 

Monday,  Aug.  30,  10  cum. 

New  homes  probably  sold  at  a  670,000 

annual  rate  in  July,  down  slightly  from 

June's  678,000  clip,  forecast  economists 

surveyed  by  McGraw-Hill  Inc.'s  MMS 

International. 

GROSS  DOMESTIC  PRODUCT  (REVISION) 

Tuesday,  Aug.  31,  8:30  cum. 
The  Commerce  Dept.'s  second  look  at 
second-quarter  GDP  will  probably  show 
that  the  economy  grew  at  only  a  1.2% 
annual  rate,  even  slower  than  the  previ- 
ously reported  1.6%  pace.  Foreign  trade 
is  the  culprit.  In  addition,  Commerce 
will  report  its  annual  revision  to  the 
GDP  data  of  the  last  three  years.  That 


may  show  that  first-quarter  growth  was 
better  than  the  current  estimate  of  0.7%. 

CONSTRUCTION  SPEHDIHG  

Wednesday,  Sept.  1,  10  cum. 

Building  spending  likely  rose  by  0.3%  in 

July,  after  a  large  1.2%  advance  in  June. 

PERSONAL  INCOME  

Wednesday,  Sept.  1,  10  a.m. 
Both  consumer  income  and  spending 
rose  by  0.3%  in  July.  Income  was  un- 
changed in  June,  but  outlays  grew  0.6%. 

NAPM  SURVEY  

Wednesday,  Sept.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  August  index  of  business 
activity  rose  to  50%  from  49.5%  in  July. 


FACTORY  INVENTORIES 


Thursday,  Sept.  2,  10  cum. 

Factory  inventories  probably  increa:! 

0.2%  in  July,  after  falling  0.1%  in  Ju| 


LEADING  INDICATORS 


Friday,  Sept.  3,  8:30  cum. 
The  July  index  of  leading  indicators  \i 
likely  unchanged.  It  rose  0.1%  in  Jurl 


EMPLOYMENT 


Friday,  Sept.  3,  8:30  cum. 
The  MMS  economists  expect  that  n 
farm  payrolls  rose  by  150,000  in  Aug 
on  top  of  the  162,000  new  jobs  crea 
in  July.  Even  so,  the  August  unempl 
ment  rate  is  projected  to  edge  up| 
6.9%  from  6.8%  in  July. 
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'It's  about  communication  between  people. 
The  rest  is  technology.  " 

LARS  RAMQVIST,  President  and  Chief  Executive  Officer,  Ericsson. 


We  expect  to  be  able  to  communicate  with  anyone,  at  any  time,  anywhere.  We  want  to  be 
liberated  from  the  constraints  of  time  and  space.  Distances  are  shrinking.  Traditional  boundaries 
are  losing  their  significance. 

We  want  technology  to  work  for  us  as  individuals.  We  expect  it  to  meet  our  sophisticated  com- 
munications needs,  but  still  be  easy  to  use. 

We  expect  technology  to  provide  us  with  global  freedom,  and  at  the  same  time  respect  our  pri- 
vacy as  individuals.  It  should  allow  us  to  reach  others,  but  make  ourselves  available  on  our  terms. 
Today's  technology  makes  almost  anything  possible.  It  is  you  and  I  who  set  the  limits. 

Respecting  people's  need  for  privacy  is  just  as  important  in  the  development  of  new  telecommu- 
nications solutions  as  it  is  in  our  day-to-day  communications  with  others. 

Ericsson  provides  innovative,  flexible  solutions  and  services  for  all  tvpes  of  telecommunications 
networks  that  are  helping  our  customers  to  open  up  new  business  opportunities  and  supply 
superior  service  to  users.  We  develop  and  maintain  technologies  not  only  for  today's  needs,  but 
for  tomorrow  and  well  into  the  future. 

70,000  Ericsson  employees  are  active  in  more  than  100  countries.  Their  combined  expertise  in 
switching,  cellular,  wireless  and  network  technologies  make  Ericsson  a  world  leader  in  telecom- 
munications. 


I'  ncssun 


North  America  Inc.,  please  call  (0800)  83^-3742. 
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THE  FDA  STEPS  UP  A  DRUG-INDU 
EVEN  ORDERING  SOME  PRODUCTION  HA 


ROLAIDS:  SPECS  WILL 
BE  CHECKED  BY  AN 
OUTSIDE  CONSULTANT 


In 

Aug. 


avid  A.  Kessler  is  sending  drug- 
!  makers  a  message:  Follow  the 
rules,  or  pay.  They're  listening, 
a  Newark  (N.  J.)  federal  court  on 
16,  the  Food  &  Drug  Administra- 
tion forced  Warner-Lambert  Co.  to  tem- 
porarily halt  production  of  its  drugs  and 
over-the-counter  products  that  didn't 
meet  FDA  specifications.  The  tab  for  pro- 
duction shortcomings  and  withdrawn 
drugs:  $150  million  this  year  alone.  With 
the  extraordinary  action,  FDA  chief 
Kessler  put  the  industry  on  notice. 
"There's  no  doubt  that  there  is  an  in- 
crease in  compliance  [activity],"  says 
Lodewijk  J.  R.  deVink,  president  of 
Warner-Lambert.  "It  has  been  ratcheted 
up  in  a  hurry." 


The  FDA  denies  that  this  is  a  sudden — 
or  even  recent — crackdown.  "We  said 
two  to  three  years  ago  that  enforcement 
was  a  priority — and  I  think  we  have 
stuck  with  it,"  says  Kessler.  But  now, 
the  tough  FDA  campaign  suddenly  has 
gone  very  public.  The  agency  is  scruti- 
nizing drug  factories  and  industry  mar- 
keting claims  as  never  before,  delivering 
manufacturers  hundreds  of  tough- 
sounding  "warning  letters"  and  dispens- 
ing with  "voluntary  agreements"  in  fa- 
vor of  court-supervised  consent  decrees. 
Taken  together,  the  agency's  actions  are 
turning  up  the  level  of  anxiety  in  an 
industry  already  reeling  from  stock  mar- 
ket shocks,  health-care-reform  threats, 
and  the  nastiest  competition  in  years. 


The  actions  also  show  how  ; 
weight  Kessler's  FDA  can  swing, 
physician-lawyer  made  his  mark  in  1 
by  restraining  orange-juice  makers  fi 
misusing  the  word  "fresh."  A  year  la 
he  pulled  most  breast  implants  off 
market  for  safety  reasons.  He  has  b 
working  on  the  drug  industry,  too,  si 
taking  over  the  FDA's  top  job  in  Dec 
ber,  1990,  trying  to  reverse  the  agen 
reputation  for  weak-kneed  ineffect 
ness  by  beefing  up  enforcement  and 
icizing  industry  promotional  efforts. 

The  Warner-Lambert  move,  thoi 
represents  what  some  see  as  a  quan 
leap  in  regulation.  Critics  call  it  over! 
Under  the  court  order,  the  company 
to  cease  production  for  over  a  week 


THE  WARNING'S 
IN  THE  MAIL... 

Recent  actions  taken  by  the 
Food  &  Drug  Administration 
against  drugmakers 


DAVID  KESSLER 
FDA  COMMISSIONER 


American  Home 
Products 
received  a 
warning  letter 
dated  July  6 
criticizing  its  handling  of  a 
situation  in  which  two  drugs 
were  found  to  have  shelf-life 
deficiencies.  American  Home  is 
working  wi  th  the  FDA. 


WARISER 
LAMBEl 

Agreed  on  Aug.  1 6  to  \ 
production  of  certain  dr 
until  the  FDA  is  convino 
manufacturing  is  up  to  i 
Separately,  the  compan 
has  discontinued  several! 
drugs,  worth  $150  milliii 
sales,  because  of  manu'C 
turing  problems. 
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ducts,  including  Listerine  and  Bena- 
1,  and  make  Rolaids  antacid  under 
iew  by  independent  consultants.  It 
d  had  to  temporarily  shut  down  parts 
six  factories  that  turn  out  prescrip- 
1  medicines.  The  company  has  perma- 
ltly  discontinued  at  least  three  minor 
ig  lines  after  running  into  manufac- 
ing  problems  that  caught  the  FDA's 
-.  In  all,  the  cuts  could  trim  sales 
iwth  this  year  by  half,  to  about  5%, 
ting  1993  'sales  at  about  $5.9  billion. 
iRNiNG  letters.  The  FDA  forced  such 
ion  even  while  conceding  that  none  of 
faults  it  found  in  two  years  of  exam- 
lg  Warner-Lambert  operations  had 
;  compromised  safety  or  efficacy.  The 
V's  complaint:  The  company's  plants 


were  out  of  sync  with  agency-defined 
"current  good  manufacturing  prac- 
tices"— production,  quality  control,  and 
testing  procedures. 

Warner-Lambert's  anti-anxiety  drug 
Centrax,  for  example,  didn't  dissolve  in 
tests  as  specified.  Asthma  medicine  Te- 
dral  didn't  meet  sustained-release  re- 
quirements, and  the  migraine  drug  Er- 
gostat  was  subpar  in  potency  tests. 
There  was  no  health  risk,  but  the  manu- 
facturing processes  didn't  meet  stan- 
dards that  FDA  Regional  Director  Rich- 
ard J.  Davis  of  Philadelphia  says  exist 
"to  assure  that  drug  products  have  the 
strength,  purity,  and  quality  that  they 
are  purported  to  have." 

Industry  experts  say  the  agency  has 
raised  the  bar  since  Kessler  arrived.  "It 
is  not  that  industry  practices  have  dete- 
riorated, but  the  FDA  has  administrative- 
ly adopted  a  more  rigorous  and  demand- 
ing standard,"  says  Peter  Barton  Hutt,  a 
former  FDA  chief  counsel  who  now  ad- 
vises drugmakers.  "In  companies  that 
got  no  FDA  objections  two  years  ago,  all 
of  a  sudden  inspectors  come  in  and  com- 
plain about  a  number  of  problems." 

Agency  officials  also  are  writing  for- 
mal warning  letters.  Often  addressed  di- 
rectly to  chief  executive  officers,  they 
admonish  companies  to  make  changes  or 
face  product  seizures  or  court  injunc- 
tions. Top  execs  at  the  likes  of  Merck, 
Sandoz  Pharmaceuticals,  and  American 
Home  Products,  unaccustomed  to  such 
stiff  regulatory  attention,  all  have  re- 
ceived at  least  one  warning  this  year. 
The  agency  sent  drugmakers  373  warn- 
ings in  the  year  ended  Sept.  30,  1992,  up 
from  285  in  fiscal  1991. 

Drugmakers  are  acting  fast  to  com- 
ply. Warner-Lambert's  de  Vink  now  per- 
sonally oversees  his  company's  regula- 
tory-compliance task  force.  He  and 
others  are  well  aware  of  the  punishment 
meted  out  to  KV  Pharmaceutical  Co.,  a 
Brentwood  (Mo.)  maker  of  generic 
drugs.  Federal  agents  seized  $5  million 
of  kv's  products  in  April  after  FDA  offi- 
cials said  the  company  had  failed  to 
make  previously  mandated  manufactur- 
ing changes.  The  company  signed  a  con- 


sent order  in  June,  promising  improve- 
ments while  not  admitting  violations. 

The  fda's  toughened  oversight  has  its 
roots  in  the  agency's  problems  with  ge- 
neric drugmakers  in  the  late  1980s.  The 
agency  was  embarrassed  when  some  of 
its  examiners  took  bribes  from  several 
generic  outfits.  It  was  appalled  when 
two  generic  drugmakers  submitted  doc- 
tored brand-name  drugs  in  new-product 
applications  to  the  agency — a  practice  it 
had  inadequate  guards  against. 
haunted.  Such  scandals  led  the  U.  S.  At- 
torney in  Baltimore  to  win  convictions  in 
prosecutions  against  10  companies.  One, 
Halsey  Drug  Co.,  pleaded  guilty  in  July, 
paying  $2.5  million,  to  charges  that  it 
added  unapproved  ingredients  to  its 
products.  The  same  U.  S.  Attorney's  of- 
fice is  now  investigating  the  fda's  prob- 
lems with  Warner-Lambert,  which  says 
it  is  cooperating  fully  with  the  probe. 

The  generic  scandals  begot  other  stric- 
tures now  haunting  brand-name  drug- 
makers.  In  1990,  the  FDA  initiated  preap- 
proval  reviews,  evaluating  production 
lines'  compliance  with  manufacturing 
rules  prior  to  a  new  drug's  approval. 
Inspectors  now  urge  delays  in  about  one 
in  three  reviews.  Such  actions  were  pro- 
vided additional  legal  basis  in  February 
when  a  federal  judge,  ruling  in  the  case 
of  generic  drugmaker  Barr  Laboratories 
Inc.,  upheld  many  of  the  FDA's  com- 
plaints about  manufacturing  practices. 

To  some  in  the  business,  the  FDA's 
continuing  crackdown  unfairly  penalizes 
drugmakers  that  already  are  the  world's 
safest.  Commissioner  Kessler  doesn't 
see  it  that  way.  "We  have  to  make  sure 
what's  on  the  label  is  what's  in  the  bot- 
tle," he  explains.  If  companies  don't 
scrupulously  follow  the  fda's  guidelines 
for  manufacturing,  carefully  testing 
sample  batches  and  production  processes 
to  prove  that  each  tablet  contains  what 
it's  supposed  to,  Kessler  says,  "I  can't 
give  assurances  that  the  drugs  are 
safe."  That  sentiment  is  hard  to  argue 
with.  The  question  is,  are  Kessler's 
methods  the  best  cure? 

By  Joseph  Weber  in  Philadelphia  and 
John  Carey  in  Washington 
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was  cited  on  June  1  8  for 
to  adequately  prove  that 
nade  using  new  equip- 
nd  a  new  source  of  raw 
lis  met  specifications, 
says  it  has  altered  its 
ures. 


CIBA-GEIGY    &  SANDOZ 


On  June  1 6,  the  FDA  warned 
that  the  company  wasn't 
properly  investigating 
discrepancies  in  production 
and  control  records.  It  also 
faulted  Ciba  for  failing  to 
analyze  flaws  that  may  have 
been  the  result  of  impurities. 
Ciba  has  discontinued  one  drug 
and  is  modifying  two  others. 


Revised  quality-control 
procedures  for  a  migraine  drug 
after  the  FDA  warned  on  June 
1  7  that  its  inspection  of  a  New 
Jersey  plant  turned  up 
production  process  flaws. 
Sandoz  says  it  has  fixed  the 
problem. 


The  FDA 
warned  on 
July  21  that 
drug  shelf-life 
tests  weren't  conducted 
properly  for  drugs  made  at  a 
Puerto  Rico  plant.  Lilly  was  also 
faulted  for  high  microbial 
counts  in  water  used  to  wash 
equipment  there.  Lilly  says  it 
has  addressed  the  problems. 

DATA  FOOD  8  DRUG  ADMINISTRATION,  COMPANY  REPORTS 
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THE  ECONOMY  I 


MEXICO: 


MANUFACTURING  OUTPUT  FELL  1.1%  IN  THE  SECOND 
QUARTER,  DUE  TO  SALINAS'  ANTI-INFLATION  POLICY 


Tl  ID  ADC.  MORE  LAYOFFS  ARE  SURE  TO  COME  BEFORE  COMPANIE 
EU  1x1/1  L.  CAN  EXPECT  A  WEAK,  U.S.-STYLE  RECOVERY 


WHAT  HAPPENED  TO 
THE  TRADE  NUMBERS? 


Tight-money  policies  and  recession  abroad  are  choking  exports 


"Whoa,  mama,  stay  up!" 

ill  Clinton  was  exhorting  a  way- 
ward golf  shot  during  his  vaca- 
tion on  Martha's  Vineyard,  but  he 
might  as  well  have  been  talking  about 
the  global  economy.  After  three  long 
years  of  malaise,  much  of  the  world 
economy  is  still  losing  altitude.  Fore- 
casts of  European  and  Japanese  growth 
have  fallen  sharply  since  spring,  and  Eu- 
ropean consumer  confidence  has 
plunged  to  record  lows.  Most  disappoint- 
ing of  all,  even  Mexico  and  China — 
which  were  supposed  to  be  the  big  suc- 
cess stories  of  the  1990s — are  struggling 
with  self-induced  slowdowns. 

All  this  turmoil  abroad  is  having  a 
dramatic  and  unwelcome  impact  on  the 
U.  S.  economy.  In  the  first  half  of  1993, 
the  U.  S.  trade  deficit  soared  to  $112  bil- 
lion, up  from  $72  billion  a  year  earlier. 
That  cut  about  1.5  percentage  points  off 
growth,  the  biggest 
drag  from  trade  since 
the  import  invasion  of 
the  early  1980s  (chart). 
In  effect,  the  U.  S.  is 
importing  everyone 
else's  recession. 

With  the  world  econo- 
my still  missing  any 
real  engine  of  growth, 
the  next  year  or  so 
doesn't  look  much  bet- 
ter. "We're  facing  a 
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bleak  6  to  12  months  of  export  demand," 
says  David  Hale,  chief  economist  at 
Kemper  Financial  Services  Inc.  "The 
trade  account  could  help  us  in  1995  and 
1996,  but  it's  going  to  hurt  us  through 
the  middle  of  next  year."  Agrees  John 
P.  Lipsky,  chief  economist  at  Salomon 
Brothers  Inc.:  "Look  over  the  horizon, 
and  1995  is  the  year  when  you  can  con- 
ceive of  mutually  reinforcing  growth." 
backfire.  Take  Mexico.  Last  year,  the 
U.  S.  ran  a  big  surplus,  sending  some 
$40  billion  in  goods  south  of  the  border. 
But  Mexico's  economy  is  expected  to 
grow  by  only  1.5%  in  1993 — down  sharp- 
ly from  2.6%  last  year — and  Mexican 
factories  have  cut  back  drastically  on 
purchases  of  machinery  and  other  capi- 
tal goods.  As  a  result,  U.  S.  export 
growth  to  Mexico  has  slowed  sharply, 
from  22%  in  1992,  to  only  4%  in  the  first 
half  of  1993. 
Why  has  the  Mexican  economy  sud- 


U.S.  IMPORTS 
ARE  SURGING. 

REAL  MERCHANDISE 
IMPORT  GROWTH 


...DRAGGING  DOWN 
AMERICAN  GROWTH 
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CONTRIBUTION  OF 
MERCHANDISE  TRADE 
TO  GROSS  DOMESTIC 
PRODUCT  GROWTH 


denly  lost  its  spark?  In  part,  it's  beca 
President  Carlos  Salinas  de  Gortari 
deliberately  boosted  interest  rates  to 
tract  foreign  investors  and  fight  in 
tion.  That's  the  same  decision  Fedc 
Reserve  Board  Chairman  Alan  Gre 
span  made  in  1988  and  1989,  when 
raised  the  federal  funds  rate  from  6 
to  almost  10%.  And  just  as  those  r 
increases  set  the  stage  for  the  1990  t 
recession,  so  could  the  Salinas  rate 
creases  backfire  as  well. 

Mexicans  were  expecting  a  slowdo 
but  nothing  this  serious.  "I  think  m 
people,  including  the  government,  unc 
estimated  the  effects  of  this  tight  mo 
tary  policy,"  says  Jonathan  E.  Hea 
chief  economist  of  Macro  Asesoria  Ec 
omica,  a  consulting  firm  in  Mexico  C 
Some  of  China's  voracious  demand 
imports  is  easing  as  well,  as  the  gove 
ment  clamps  down  on  credit  and  slo 
growth  in  an  attempt  to  cut  inflati 
For  example,  China  was  one  of 
world's  biggest  buyers  of  steel  for  mu 
of  1993,  helping  make  up  for  weak 
mand  in  Europe  and  Japan.  But  Chin 
steel  orders  have  slowed  dramatics 
since  June,  creating  a  glut  of  some  ty] 
of  steel  products. 

Neither  Japan  nor  Western  Europe 
likely  to  take  up  the  slack  anytime  so>| 
Japan's  economy,  s; 
fering  from  weak  csi 
tal  spending  and 
strong  yen,  probal 
contracted  again  in  1 
second  quarter.  And  1 
decline  in  the  Germ 
economy,  estimated 
be  2%  this  year,  m 
continue  into  next  ye 
With  the  Bundesba 
still  maintaining 
tight-money,  inflatu 
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hting  policies,  "Germany  is  heading 
a  double-dip  recession"  in  1994,  says 
irgio  M.  Radaelli,  an  economist  at 
unan  Brothers.  Indeed,  German  com- 
lies  are  still  laying  off  workers  in 
ives:  Mercedes-Benz  on  Aug.  24  an- 
inced  it  will  cut  14,000  more  workers 
m  its  German  payroll  next  year. 

0  cylinders.  The  slide  in  Europe  is 
■ting  such  companies  as  Hewlett- 
:kard  Co.,  which  reported  slightly 
■er-than-expected  earnings  on  Aug.  18 
ause  of  a  big  slowdown  in  orders 
m  some  overseas  markets.  "We've 
in  consistently  writing  down  our  ex- 
tations  for  Europe,"  says  HP  econo- 
it  Richard  C.  O'Brien.  Compared  with 

1  computer  maker's  forecast  six 


months  ago,  he  says,  "we're  putting  off 
by  6  to  12  months  the  timing  of  the 
recovery.  I'm  not  convinced  the  bottom 
has  been  found  yet." 

Are  there  any  bright  spots  in  the 
world  economy?  It  may  be  hard  for  an 
unemployed  manager  or  defense  worker 
to  believe,  but  the  U.  S.,  weak  as  it  is,  is 
now  the  major  source  of  global  demand 
growth,  with  imports  expected  to  rise  by 
some  10%  this  year.  Import  demand  is 
still  rising  in  Pacific  Rim  and  Latin 
American  countries  such  as  Taiwan  and 
Argentina.  And  eventually,  falling  inter- 
est rates  in  France,  Britain,  and  even  in 
Germany  should  boost  their  economies 
as  well. 

But  even  when  the  European  rebound 


finally  arrives,  it  will  likely  have  the  look 
and  feel  of  the  weak  U.  S.  recovery. 
That  means  in  the  longer  run,  the 
emerging  economies  such  as  Mexico  and 
China  are  still  the  best  bet  for  driving 
world  growth,  once  they  have  dealt  with 
their  inflation  problems. 

An  export-led  recovery,  when  it 
comes,  would  be  welcome  news  for  the 
growth-starved  industrialized  nations. 
But  for  now,  the  world  economy  looks 
stuck  in  a  slow-growth  rut.  The  U.  S. 
may  stay  up,  mama,  but  only  barely. 
And  no  one  else  is  making  the  green. 

By  Michael  J.  Mandel  in  New  York,  with 
Geri  Smith  in  Mexico  City,  Bill  Javetski  in 
Paris,  Robert  D.  Hofin  San  Francisco,  and 
bureau  reports 


Commentary/by  Christopher  Farrell 

THE  DANGER  THIS  TIME:  INFLATION  MAY  BE  TOO  LOW 


Early  this  summer,  the  markets 
were  roiled  by  an  inflation  scare. 
Gold  was  surging,  a  hoary  re- 
inder  of  rising  prices  to  a  generation 
ared  by  high  inflation  and  double- 
git  interest  rates  in  the  1970s.  Feder- 
Reserve  Board  Chairman  Alan 
reenspan  talked  of  raising  interest 
tes,  and  economists  rushed  to  lift 
eir  inflation  forecasts. 
Today,  gold  prices  have  retreated, 
id  yields  on  30-year  Treasury  bonds 
ive  plunged  to  6.17%.  Inflation  fears 
•e  subsiding.  Says  Allen  Sinai,  chief 
onomist  at  Economic  Advisors  Inc., 
i  affiliate  of  Lehman  Brothers:  "The 
idespread  perception  of  a  3%  to  3.5% 
flation  rate  is  wrong." 
Possibly  very  wrong.  During  the 
tst  three  months,  producer  prices  fell 
a  1.9%  annual  rate.  Consumer  prices 
se  at  a  mere  0.8%  yearly  pace,  and 
any  companies  actually  cut  prices, 
ow,  the  danger  is  not  that  inflation  is 
)ised  to  break  out  soon  but  that  cer- 
in  prices  could  come  down  too  far.  If 
s  Greenspan,  by  threatening  to  tight- 
i  monetary  policy,  is  sending  the 
rong  message  to  business. 
HICK  retreat.  What's  wrong  with  dis- 
flation?  Plenty,  if  it  leads  to  defla- 
)n.  "The  inability  to  raise  prices  is 
using  businesses  to  cuts  costs  and 
im  payrolls,"  says  Edward  E.  Yar- 
;ni,  chief  economist  at  C.  J.  Lawrence 
ic.  Workers,  fearful  of  joining  the 
.nks  of  the  unemployed,  turn  cautious 
id  spend  less.  Slack  demand  dampens 
•owth.  Lackluster  activity  keeps  a  lid 
l  prices.  Companies  contract  even 
ore.  In  the  end,  slow  growth  and  low 
flation  lead  to  more  slow  growth  and 
w  inflation. 

John  Maynard  Keynes  had  it  right 
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70  years  ago.  "The  fact  of  falling 
prices  injures  entrepreneurs,"  he  wrote 
in  Social  Consequences  of  Changes  in 
the  Value  of  Money.  "Consequently, 
the  fear  of  falling  prices  causes  them 
to  protect  themselves  by  curtailing 
their  operations." 

The  animal  spirits  of  capitalism  are 
certainly  subdued,  and  signs  of  disin- 
flation are  everywhere.  Procter  & 
Gamble  Co.  has  slashed  prices  on  liquid 
detergents.  Apple  Computer  Inc.  has 
cut  prices  on  computers  by  up  to  35%. 
"I  buy  all  the  services  and  equipment 
for  our  company,  and  all  I  have  to  do  is 
balk  and  vendors  cut  their  prices," 
says  Paul  Getman,  economist  at  Re- 
gional Financial  Associates.  All  the  evi- 
dence, from  cutthroat  global  competi- 


tion to  retailing  trends,  suggests  more 
downward  pressure  on  prices.  Oil 
prices  are  at  their  lowest  point  in  three 
years.  Inflation  rates  have  been  falling 
throughout  the  industrial  world.  In  the 
six  largest  developed  nations,  high  un- 
employment and  ample  capacity  means 
further  global  disinflation  and  perhaps 
even  outright  deflation  in  1994,  says 
William  Sterling,  economist  at  Merrill 
Lynch  &  Co. 

misguided.  Consumers  are  certainly 
getting  lower  prices.  Discounters  ac- 
count for  57%  of  department  store 
sales,  up  from  47%  five  years  ago. 
Tough  competition  from  generic  prod- 
ucts is  eroding  prices  on  brand-name 
goods  such  as  Pampers  and  Marlboros. 
"Consumer  behavior  is  dampening  in- 
flation and,  indeed,  helps  hold  inflation 
in  check,"  says  Richard  T.  Curtin,  of 
^the  University  of  Michigan. 

If  the  underlying  inflation  is  run- 
ning closer  to  1%  than  the  3%  most 
economists  assume,  then  interest 
rates  are  still  high,  after  adjusting  for 
inflation.  That's  partly  why  the  econo- 
my has  not  responded  better  to  low 
rates. 

True,  supply  and  demand  imbalances 
will  always  send  some  prices  skyrock- 
eting. And  no  one  wants  a  return  to 
the  vicious  inflation  of  the  1970s.  But 
in  the  midst  of  powerful  disinflationary 
forces,  the  eagerness  of  Greenspan 
and  his  governors  to  raise  interest 
rates  at  the  first  signs  of  faster 
growth  is  badly  misguided.  The  danger 
is  not  that  inflation  in  the  1990s  will 
mirror  the  1970s.  It's  that  the  economy 
won't  get  the  stimulus  it  needs.  The 
Fed  is  fighting  the  wrong  war. 

Chris  Farrell  writes  on  economics. 
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EDUCATION  I 


ENGLER  SCRAPPED  MICHIGAN'S  "UNFAIR  PROPERTY  TAXES,"  A  KEY  SOURCE  OF  SCHOOL  FUNDING 


A  CRASH  COURSE 

IN  CREATIVE  FINANCING 


Schools  are  broke,  and  the  search  for  funds  is  breaking  fresh  ground 


I 


n  the  old  days,  local  schools  turned 
to  bake  sales  to  pick  up  a  little  spare 
change.  In  mid-August,  Denver  pub- 
lic schools  took  a  big  step  into  the  fu- 
ture. Some  80  schools  opened  their  build- 
ings to  provide  room  and  board  for 
20,000  people  attending  World  Youth 
Day  ceremonies — and  raked  in  $1  mil- 
lion. Such  hospitality  is  born  of  hard 
times.  In  the  face  of  voter  hostility  to 
new  taxes,  the  64,000-pupil  Denver  sys- 
tem is  scrambling  to  narrow  a  $31  mil- 
lion budget  deficit  this  year.  To  close  the 
gap,  it  will  do  almost  anything — from 
cuts  to  privatizing  maintenance  of  its 
copier  machines  to  food  sales. 

Denver  is  hardly  alone  in  the  financial 
plight  of  its  education  system.  As  pre- 
dictably as  summer  turns  to  fall  and 
yellow  school  buses  return  to  the  roads, 
chronic  funding  problems  are  plaguing 
U.  S.  schools.  What's  differ- 
ent now  is  that  the  voices  for 
change  are  growing.  "No  oth- 
er sane  society  goes  through 
this  annual  problem,"  snaps 
Martin  J.  "Mike"  Koldyke,  a 
Chicago  venture  capitalist 
who  is  trying  to  cobble  to- 
gether a  plan  to  close  a  $298 
million  deficit  in  the  nation's 
third-largest  school  system  so 
classes  can  begin  on  Sept.  8. 

Indeed,  alarm  is  spreading 
this  fall  like  never  before. 
Around  the  nation,  there's  "a 


growing  sense  that  many  public  school 
systems  are  spending  more  and  more 
money  and  producing  less  and  less," 
says  Benno  Schmidt,  president  and  chief 
executive  of  Whittle  Communication's 
Edison  Project,  a  private  school-manage- 
ment company.  Yet  as  politicians,  par- 
ents, educators,  and  business  leaders  try 
to  break  the  back  of  the  crisis,  they're 
frustrated  almost  everywhere  by  anemic 
state  budgets  and  rising  voter  anger  to- 
ward higher  taxes.  For  schools,  all  this 
adds  up  to  tough  trade-offs.  Faced  with 
the  real  prospect  that  school  revenues 
won't  grow,  educators  are  being  forced 
to  jury-rig  schemes  that  make  do  with 
what  they  have. 

Lest  anyone  think  that  a  little  tinker- 
ing will  solve  the  financing  crisis,  how- 
ever, Michigan  Governor  John  Engler 
delivered  a  stunning  message  on  Aug. 


SOME  CRISIS  POINTS 

CONNECTICUT     Schools  face  a  budget  deficit,  teacher  layoffs, 
cuts  in  sports  programs,  delayed  opening 

ILLINOIS 

Chicago  schools  won't  open  on  Sept.  8  unless  a 
$298  million  deficit  is  wiped  out 

MICHIGAN 

In  August,  Governor  John  Engler  abolished  prop- 
erty taxes  that  provide  65%  of  school  funding 

WISCONSIN 

Milwaukee  is  trying  vouchers  for  low-income  stu- 
dents and  may  turn  over  some  schools  to  man- 
agement companies 

19.  Posing  in  front  of  the  historic  o 
room  schoolhouse  in  Greenfield  Villa 
where  Henry  Ford  once  studied,  the  1 
publican  signed  a  bill  that,  starting  n< 
year,  scraps  the  state's  property  t 
That  $6  billion  levy  provides  65%  of  1 
state's  school  funding.  "Let's  face  i 
Engler  said.  "What  we've  had  in  Mk 
gan  is  a  19th  century  system  of  edu 
tion  whose  funding  has  been  based 
unfair  property  taxes.  . . .  We  can 
longer  accept  in  this  state  a  monopoly 
mediocrity." 

Opponents  may  yet  overturn  the  Mi 
igan  bill  in  the  legislature  or  in  tj 
courts.  But  Engler's  move  underscoi 
how  fed  up  many  voters  are  with  t 
property  tax,  a  key  source  of  fundi 
for  most  schools.  In  Michigan,  scho 
may  have  to  be  funded  with  a  high 
sales  tax  or  higher  income  taxes.  "I 
not  the  answer  to  simply  do  away  w 
property  taxes,"  says  U.  S.  Educati 
Secretary  Richard  W.  Riley. 
wide  gaps.  Thanks  to  a  broad  array 
forces,  other  states  are  seeking  th 
own  funding  alternatives.  A  key  ch 
lenge:  court  rulings  that  find  proper 
tax-funded  systems  deliver  unequal  ec 
cation — mainly  because  of  econon 
gaps  between  city  and  suburban  d 
tricts.  In  Michigan,  for  instance,  per-j 
pil  funding  ranged  from  $2,300  to  $9,91 
The  trouble  is,  parents  are  loath 
sign  off  on  more  taxes  until  they  s 
better  schools.  In  California,  the  sigi 
tures  of  1  million  voters  forced  a  prop< 
al  onto  the  November  ballot  that  woi 
provide  some  students  with  a  $2,6 
voucher,  paid  from  state  funds,  for  u 
at  parochial  or  private  schools.  The  pi 
posal  likely  won't  pass,  but  it's  a  str 
ing  measure  of  popular  discontent. 

In  the  meantime,  many  politicians  a 
seeking  more  stopgap  measures.  In  C 
cago,  educators  and  politicians  blame  t 
sharp  falloff  in  state  funding  in  the  \Yo 
decade — from  48%  to  33%  of  the  budg 
now  $2.8  billion — for  much  of  the  ci 
rent  problem.  Union  givebacks  and 
new  bond  issue  may  tide  the  distr 
over  for  two  years,  but  not  much  longi 
Massachusetts,  however,  may 
forced  to  find  a  permanent : 
lution.  Three  times  since  19' 
state  legislators  have  a 
proved  long-term  plans  for 
creased  education  spending 
and  twice  they  have  be 
reined  in.  "We  haven't  h 
the  long-term  commitme 
necessary  to  do  this,"  co 
plains  Norma  L.  Shapii 
chairwoman  of  the  Coun 
for  Fair  School  Finance.  B 
the  state's  high  court  ruled 
June  that  Massachuset 
must  guarantee  quality  ecj 
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I  ion  in  poor  communities.  So  the  legis- 
are  has  agreed  to  spend  an  additional 
3  billion  annually  by  2000.  That  likely 
I  require  higher  state  taxes, 
.'et  relying  on  voter  approval  of  ever 
her  taxes  is  risky.  So,  cities  and 
tes  are  looking  at  new  approaches 
hin  existing  constraints.  Milwaukee  is 
ninistering  a  trial  voucher  scheme  for 
-income  students  and  is  considering 
ning  over  some  schools  to  for-profit 
nagement  companies.  In  New  York 
y,  business  is  helping  fund  16  New 


Vision  Schools,  small  secondary  schools 
with  community  input  in  deciding  curric- 
ulums.  And  in  Chicago,  executives  at 
such  companies  as  CNA  Insurance  Cos. 
and  Harris  Bankcorp  Inc.  are  urging  em- 
ployees to  run  for  local  school  councils. 

Meanwhile,  more  and  more  states  and 
cities  are  decentralizing,  turning  key 
questions  on  hiring,  firing,  and  budgets 
over  to  teachers,  parents,  and  principals. 
In  Chicago,  there  are  encouraging  early 
signs  that  such  an  approach  is  paying 
off.  That  raises  the  prospect  of  rationing 


funds,  with  more  money  going  t< 
performing  schools.  "You've  gov. 
able  to  reward  individual  schools  a. 
prepared  to  change  management  at 
schools  not  doing  the  job,"  says  venture 
capitalist  Koldyke,  who  also  chairs  Chi- 
cago's School  Finance  Authority.  Harsh 
discipline.  But  anything  less  may  not  be 
enough  to  get  the  nation's  schools  earn- 
ing higher  grades. 

By  Richard  A.  Melcher  in  Chicago,  with 
Julie  Tilsner  in  New  York,  Stan  Crock  in 
Washington,  and  bureau  reports 


Commentary /by  Mark  Landler  and  Bart  Ziegler 

THE  ROADBED  HAS  BEEH  LAID  FOR  THE  DIGITAL  SUPERHIGHWAY 


&Bk  s  you  surf  through  500  channels 
m  on  your  television  a  few  years 
rT«  from  now,  remember  Judge 
S.  Ellis  III.  Why?  On  Aug.  24,  the 
.  S.  district  judge  in  Alexandria,  Va., 
rew  out  a  federal  law  that  forbade 
ill  Atlantic  Corp.  from  entering  the 
'-programming  business.  In  so  doing, 
;  smoothed  the  way  for  a  digital  revo- 
tion  that  promises  viewers  hundreds 
channels  and  dazzling  in- 
ractive  services. 
Ellis  has  cleared  away  a 
ajor  piece  of  regulatory 
•adwood  that  has  weighed 
iwn  communications  com- 
mies. "This  is  a  sea 
ange  in  this  industry," 
ys  Stuart  C.  Johnson,  a 
ill  Atlantic  group  presi- 
•nt.  Among  other  things, 
e  ruling  should  allow  re- 
onal  phone  companies  to 
:come  full  participants  in 
aiding  the  much  bally- 
wed  information  super- 
ghway.  That's  critical,  be- 
use  the  price  tag  for  the 
gital  network  could  run 
to  the  tens  of  billions.  Ca- 
e-TV  companies  already 
I  ay  a  major  role.  But  they 
n't  build  it  themselves. 
The  Baby  Bells,  with  their 
'phisticated  digital  networks  and  ca- 
icious  wallets,  are  the  other  logical 
.ndidates.  Indeed,  U  S  West  Inc.,  Bell 
tlantic,  and  others  have  expressed  in- 
rest  in  building  parts  of  the  super- 
ghway.  Trouble  is,  the  1984  Cable 
it  prohibits  them  from  selling  pro- 
■ams  to  customers  in  their  own  terri- 
ries.  Without  this  incentive,  they're 
3S  likely  to  spend  the  needed  billions. 
Consumers  also  could  gain  a  lot 
om  the  ruling.  Bell  Atlantic  wants  to 
fer  movies  and  interactive  services 
ich  as  video  games  to  60,000  custom- 
's in  Alexandria.  The  company  has 


already  struck  deals  with  broadcast 
networks  and  Hollywood  studios  for 
programming.  Such  a  service  would  ri- 
val the  local  cable-TV  monopoly  and  of- 
fer consumers  more  choice.  Eventually, 
Bell  Atlantic  wants  to  offer  the  service 
throughout  its  seven-state  region. 

Ironically,  the  ruling  may  also  boost 
cooperation  among  phone  and  cable 
companies.  For  now,  Bell  Atlantic  is 


1 

~~3  ' 

Opening  cable  TV  to  the  Baby  Bells 
improve  programming:  They  have 
money  needed  to  make  all  those  new 


going  it  alone.  But  other  Baby  Bells 
have  been  trying  to  forge  deals  with 
large  cable  operators  to  jointly  build 
digital  networks.  U  S  West  paid  $2.5 
billion  for  a  25%  stake  in  Time  Warner 
Entertainment,  which  owns  Home  Box 
Office  and  has  7  million  cable  subscrib- 
ers. And  industry  executives  say 
Southwestern  Bell  tried  unsuccessfully 
to  sell  cable  giant  Viacom  on  a  $2  bil- 
lion alliance  that  would  also  have  in- 
cluded cable  operator  Crown  Media. 

Media  executives  say  phone  compa- 
nies now  may  be  more  inclined  to 
strike  deals  with  cable  companies  in 


their  own  territories  since  they  can 
share  programming  revenues.  "It 
seems  a  lot  easier  for  a  Bell  Atlantic  to 
buy  into  a  cable  system  in  their  area," 
says  Frank  J.  Biondi  Jr.,  chief  execu- 
tive of  Viacom. 

More  important,  the  Bell  Atlantic 
ruling  may  improve  what  you  see  on 
TV.  That's  because  it  will  uncork  a  new 
stream  of  money  for  programming. 

One  of  the  big  questions 
looming  over  the  informa- 
tion superhighway  is  who 
will  pay  for  all  the  sitcoms, 
movies,  and  other  entertain- 
ment to  fill  the  airtime. 
Phone  companies  would  be 
a  welcome  source  of  funds. 
safeguards.  Some  experts 
fear  the  ruling  would  enable 
phone  companies  to  become 
monopolies  in  video  ser- 
vices, just  as  they  largely 
remain  in  local  phone  ser- 
vice. But  Congress  can  ban- 
ish that  specter  by  passing 
rules  that  would  prevent  the 
Baby  Bells  from  buying 
100%  of  cable  systems  in 
their  own  territories  and  by 
keeping  in  place  rules  that 
they  allow  other  program- 
mers to  rent  space  on  their 
new  video  networks. 
Now,  the  ball  is  back  in  the  Clinton 
Administration's  court.  During  the 
1992  campaign,  candidate  Clinton 
called  the  information  superhighway  a 
national  priority.  By  letting  Judge  El- 
lis' ruling  stand,  he  would  give  sub- 
stance to  the  rhetoric.  And  the  Baby 
Bells  and  cable  companies  could  get  on 
with  turning  the  information  super- 
highway from  a  cute  phrase  into  a  con- 
crete reality. 

Landler  covers  the  media  business  and 
Ziegler  watches  telecommunications  for 
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AUTOS I 


STICKING  IT  TO  JAPAN 
WITH  STICKER  SHOCK 


Detroit  is  barely  raising  prices — in  fact,  it's  loading  on  options  for  a  song 


UNVEILING  SOME 
NIFTY  NEW 
MODELS,  SUCH 
AS  FORD'S 


MUSTANG,  DUE 


John  Immel,  a  Dodge  dealer  in  Fair- 
banks, Alaska,  loves  shoppers'  reac- 
tion these  days  when  they  compare 
his  cars  with  Japanese  models.  Tire-kick- 
ers, he  says,  often  squint  at  the  fine 
print  on  price  stickers  and  exclaim: 
"Gee,  you're  $2,000  cheaper  [than  simi- 
lar Japanese  versions]."  Big  Three  auto 
makers  love  it,  too.  As  their  price  advan- 
tage sinks  in  with  consumers,  Detroit's 
market  share  has  jumped  nearly  two 
points,  to  74.6%,  since  January,  on  top  of 
a  1.5-point  gain  last  year. 

Now,  as  the  industry  gussies  up  new 
models  for  the  start  of  the 
1994  model  year  on  Oct.  1,  De-  u's-  CARMAKERS 
troit  is  battling  to  keep  its  ARE  ALSO 
comeback    against  Japan 
zooming  ahead.  The  strategy: 
to  raise  list  prices  only  moder- 
ately while  giving  buyers  a 
break  by  offering  deals  on 
popular   option  packages, 
slashing  dealer  margins,  and  UPDATED 
pushing  low-cost  lease  deals 
Detroit  is  also  rattling  saber:- 
about  another  dumping  suit.  OUT  BY  YEAREND 
claiming  Japanese  manufac- 
turers haven't  raised  prices 
enough  to  match  the  soaring 
value  of  the  yen. 

Japanese  carmakers  are  un- 
der enormous  pressure  to 
raise  prices.  Worldwide  sales 
have  slumped,  while  the  yen  has  risen 
177'  vs.  the  dollar  this  year — hammering 
earnings.  On  Aug.  24,  for  instance, 
Honda  Motor  Co.  reported  that  its  pre- 
tax profits  for  the  quarter  ended  June  30 
skidded  55%,  to  $148.5  million,  on  sales 
that  fell  17.3%,  to  $8.0  billion. 

To  avoid  price  hikes,  the  Japanese  are 
furiously  cutting  costs.  On  Aug.  24, 
Mazda  Motor  of  America  Inc.  laid  off 
175  people,  including  Executive  Vice- 
President  Clark  J.  Vitulli  and  four  other 
top  execs.  Marketing  Vice-President  Jay 
Amestoy  calls  the  cuts  "an  effort  to 
maintain  competitive  pricing." 
insulated.  Hi  w  much  higher  will  stick- 
ers climb?  Final  1994  prices  won't  be  out 
for  a  few  weeks.  But  Dean  Witter  Dis- 
cover &  Co.  analyst  Ronald  A.  Glantz 
expects  Detroit  to  boos  prices  6'-  on 
average,  partly  because  of  standard 
equipment  such  as  passenger  air  bags. 
Japan's  prices  may  rise  8'  <  or  more. 
But  Japan  could  try  to  hold  the  line  on 


models  made  in  the  U.  S.  Japanese  mid- 
sizes — the  Nissan  Altima,  Toyota 
Camry,  Honda  Accord,  and  Mitsubishi 
Galant — are  U.  S.-built,  which  helps  insu- 
late them  from  exchange  rate  pressures. 
Analysts  expect  Honda's  all-new  1994 
Accord,  from  Marysville,  Ohio,  to  be 
priced  only  slightly  above  the  1993  mod- 
el, which  ranges  from  $14,130  to  $22,100. 
Likewise,  Toyota  Motor  Co.  will  proba- 
bly try  to  keep  in  check  the  price  of  its 
Camry.  built  in  Georgetown,  Ky.  Japa- 
nese makers  "are  going  to  be  sure  that 
everything  they  build  here  sells  like  hot 


proach  heavily  in  California,  where  I 
pan  owns  half  the  car  market.  There,  fl 

has  announced  deals  on  24  ChevroB 
Pontiac,  Buick,  Cadillac,  and  GMC  mB 
els.  A  Pontiac  Grand  Am  that  lists  I 
$15,509  this  vear,  for  instance,  will  I 
for  $13,995  in  1994. 

The  Big  Three  are  also  using  attiB 
tive  lease  deals  to  pull  in  customers. B 
late  August,  Chrysler  Corp.  unveile<B 
new  leasing  program  with  partner  I 
Capital  Corp.  that  Theodor  R.  CunniB 
ham,  Chrysler's  vice-president  for  saB 
says  will  double  its  leasing  business.B 
as  much  as  97  of  sales  in  1994.  F<B 
already  leases  267  of  its  cars;  GM  14B 
leasers  KEEPERS.  Ford,  meanwhile,  B 
test-marketing  a  12-year  lease  that,  ifl 
catches  on,  could  dramatically  boost  cB 
tomer  loyalty.  In  early  August,  fB 
Ford  and  Lincoln-Mercury  dealers  in  iE 
Vegas  began  promising  consumersB 
new  car  every  two  years  for  a  fbT 
monthly  payment  if  they  agreed  to  sf 


cakes,"  says  Christopher  w.  ceaergr 
of  researcher  AutoPacific  Group  Inc. 

Detroit,  meanwhile,  is  doing  every- 
thing it  can  to  stick  it  to  Japan.  For 
starters,  it  has  a  few  nifty  new  models 
coming  out,  including  a  redesigned  Mus- 
tang from  Ford  Motor  Co.  due  at  year- 
end.  But  Detroit's  main  weapon  is  the 
concept  of  "value  pricing."  In  place  of 
the  usual  dizzying  array  of  options,  the 
Big  Three  are  pushing  attractively 
priced  models  outfitted  with  popular  fea- 
tures such  as  air  conditioning  and  auto- 
matic transmission.  The  idea:  to  elimi- 
nate haggling  with  dealers  and  pare 
back  rebates — a  technique  that  has 
helped  make  General  Motors  Corp.'s  Sat- 
urn Corp.  subsidiary  successful. 

Ford  has  used  the  technique  to  boost 
sales  of  its  Thunderbird  model  100$  so 
far  this  year.  And  on  Aug.  24,  GM  un- 
veiled special  package  deals  on  seven 
popularly  equipped  1994  Oldsmobiles. 
The  Big  Three  are  applying  the  ap- 


period,  customers  would  get  to  ka 
their  last  vehicle,  at  no  extra  charge! 

Some  Japanese  rivals  will  have  troul 
emulating  Detroit's  new  pricing  stral 
gy.  A  few  models,  such  as  Nissan  Mo| 
Co.'s  Altima,  built  in  Smyrna,  Tenn.,  ; 
getting  a  big  sales  boost  from  va 
pricing  similar  to  Detroit's,  but  the  hi 
yen  will  make  price-cutting  hard  for  o 
er  companies.  Randall  R.  McCathren 
Bank  Lease  Consultants  Inc.,  based 
San  Leandro,  Calif.,  predicts  that  fin 
daily  strong  companies  such  as  Toy( 
and  Mitsubishi  will  try  to  match  Detr 
in  leasing,  but  he  thinks  hard-pres 
Japanese  makers  such  as  Mazda  1 
have  a  tough  time  raising  the  cash 
Detroit-style  lease  programs.  Now  if 
Big  Three  can  just  resist  raising  th 
prices  too  much,  they  can  keep  the  pr 
sure  on. 

By  David  Woodruff  in  Detroit,  u 
Larry  Armstrong  in  Los  Angeles 
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ELECTRONICS  I 


POW!  BAM! 
SOCK! 


The  video  game  war  heats  up,  as 
the  toys  get  more  sophisticated 


The  video  game  business  is  about  to 
grow  up — fast. 
Nintendo  Co.'s  Aug.  23  announce- 
ment that  it  will  team  up  with  Silicon 
Graphics  Inc.  to  create  a  new  generation 
of  games  portends  the  start  of  a  whole 
new  market.  Nintendo  and  Silicon 
Graphics  are  just  two  among  a  host  of 
companies  trying  to  set  a  new  standard 
in  home  electronics.  The  objective:  ma- 
chines that  not  only  play  games  but  also 
run  educational  software  and  even  act 
as  the  brains  for  interactive  television. 

In  the  process,  companies  such  as 
Sega,  3DO,  and  Atari,  among  others,  are 
challenging  the  computer  and  entertain- 
ment industries  for  dominance  of  the 
next-generation  market  for  electronics. 
"Each  of  these  companies  has  bigger 
plans  than  just  a  game  machine,"  says 
Gilman  Louie,  chairman  of  game-soft- 
ware maker  Spectrum  HoloByte  Inc. 

The  technology  that's  suddenly  being 
incorporated  into  video  games  is  impres- 
sive. The  Nintendo-Silicon  Graphics  ma- 
chines are  expected  to  hit  the  market  in 


Product/ 

Price 


SEGA  CD 

$300 


3D0  MULTIPLAYER 

$700 


two  years,  cost  less  than  $250,  and  fea- 
ture microprocessors  and  video  and  ani- 
mation that  would  put  today's  $2,000- 
plus  desktop  computers  to  shame.  After 
lagging  behind  the  technical  advances  of 
archrival  Sega  Enterprises  Ltd.,  "we 
just  punched  [Sega]  in  the  nose,"  boasts 
Nintendo  senior  vice-president  Howard 
C.  Lincoln. 

Plenty  of  other  competi- 
tion is  developing.  The  vid- 
eo game  wars  started  esca- 
lating last  January  when 
William  L.  "Trip"  Hawkins 
III  announced  his  new 
game  technology,  the  3DO 
Interactive  Multiplayer. 
That  $700  device,  due  'this 
Christmas,  includes  a  CD 
player  that  can  present  in- 
teractive movies  and 
games  as  well  as  music. 
Atari  Corp.  followed  with  a 
$200  machine  called  Jag- 
uar, also  due  this  Christ- 
mas, with  an  optional  $200 
CD  player  available  next 
year.  Sega  already  sells  an  add-on  CD 
player  to  add  live-action  video  to  its  Gen- 
esis game  player,  but  promises  a  brand- 
new  machine  within  six  months. 
an  edge.  Nintendo,  however,  may  now 
be  the  team  to  beat — at  least  if  it  can 
keep  the  price  of  its  machine  at  the 
promised  $250.  Silicon  Graphics  is  cer- 
tainly motivated  to  help  Nintendo  suc- 
ceed.  It  needs  to  sell  the  microprocessors 


used  in  its  workstations  into  high-v 
ume  new  markets  to  keep  the  manuf 
turers  who  make  the  chips  profitable 
Aside  from  that,  Nintendo  plans 
prime  the  market  before  launching 
new  home  games.  It  is  offering  to 
cense  the  technology  first  to  manuf 
turers  of  arcade  video  games,  such 


THE  VIDEO-GAME  EVOLUTION 


Dote 
available 


Quality/ 

Features 


Nov.  2-dimension  animation,! 
1 992        grainy  video 


Late  3  D  animation;  near- 
1993        TV-quality  video 


ATARI  JAGUAR 

$200 


Late  3-D;  near  TV-quality 
1993        with  $200  add-on 


NINTENDO  PROJECT  Late 
REALITY  1995 

$250 


Expected  to  have  film- 
quality,  3-D  video 


DATA  COMPANY  REPORTS,  BUSINESS  WEEK 


Capcom  USA  Inc.  and  Acclaim  Entert; 
ment  Inc.  Arcade  hits  usually  transl 
into  home  hits  a  year  or  two  later, 
Nintendo  hopes  to  hit  the  home  mar 
with  an  edge.  Biff,  boom,  whap:  Bef 
the  game  makers  are  done,  they'll  h 
started  a  fight  that  will  make  Moi| 
Kombat  look  like  kid  stuff. 

By  Richard  Brandt,  with  Kathy  Rebe 
in  San  Francisco 


HOLLYWOOD  I 


MOVIE  SMASH, 
GAME  CRASH 


Kids  won't  shell  out  for  games 
based  on  blockbuster  films 


Indeed,  Jurassic  Park  will  be  lucky  to 
sell  a  million  copies  at  close  to  $50  apiece 
by  Christmas.  That  would  make  it  Holly- 
wood's biggest  video-game  hit — but 
Street  Fighter  II  Turbo,  released  on 
Aug.  13,  is  already  outselling  Sega's  di- 
nosaur game  two-to-one. 
What's  the 


Awesome.  Mega.  Cool.  Pick 
your  hype,  and  the  movie  Ju- 
rassic Park  has  exceeded  it. 
Indeed,  Steven  Spielberg's  slam-bang 
tale  of  man-eating  dinosaurs  is  already 
the  second  highest-grossing  movie  of 
all  time,  alter  E.  T.—the  Extra -Terres- 
trial, with  a  heady  $30fi  million  in  ticket 
sales.  So  when  Sega  of  America  Inc. 
trotted  out  its  Jurassic  Park  home-video 
game  on  Aug.  10,  another  record-break- 
ing smash  seemed  just  a  few  dollars 
away. 

Well,  not  exactly.  A  funny  thing  has 
happened  to  Hollywood  filmmakers,  who 
covet  the  $6  billion  home-video-game 
market.  Jurassic  Park,  like  many  other 
games  based  on  recent  box-office  win- 
ners, is  selling  at  a  less-than-brisk  pace. 
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problem?  Hollywood's  Gucci  brigad 
learning  an  awful  truth:  The  Ninte 
generation  likes  to  hone  its  skills  in 
cades  WUm?  buying  versions  of  gai 
to  play  at  home.  And  it  wants  gar 
that  challenge  and  excite.  Yet  mi 
moviemakers  simply  auction  off  licen 
to  their  titles  and  characters.  Thus, 
resulting  products  have  little  of  the 
and  zing  of  the  movies. 

Tinseltown  hopes  a  rush  of  new  tt 
nology  will  help  change  all  that.  W 
Disney  Co.  became  a  full-fledged  p; 
ner  with  Virgin  Games  Inc.  to  tap 
maker's  new  methods  for  digitizing 
storing  animated  characters  in  a  gs 
cartridge.  The  characters  then  can 
played  back  with  a  quality  approach 
TV  cartoons.  The  two  companies  are 
ating  the  video-game  version  of  At 
din,  which  goes  on  sale  on  Oct.  19.  '" 
technology  knocked  our  socks  o 
marvels  Disney  President  Jeff 
Katzenberg.  "It  allows  us  to  achie\ 
whole  new  level  of  presentation  $ 
storytelling  in  a  video  game." 

Hollywood  hype,  to  be  sure.  I 
the  studios  are  taking  plenty  of  oti 
steps  to  boost  the  sales  of  moS 
based  games.  To  combat  the  y| 


Maybe  The  Best  Way  To  Handle  Risk 
Is  To  Avoid  It  Altogether. 


That's  why  Minolta  created  the  No-Risk  Guaran- 
tee. It  takes  you  out  of  harm's  way  by  letting  you 
decide  whether  you're  happy  with  the 
copier's  performance. 

No-fiisfc  Guarantee 

Even  better,  it  covers  our  EP  9760  Pro  Series 
Copier,  which  was  recently  voted  first  overall  in 
productivity  in  the  high-volume  class.* 

Here's  how  it  works:  if  you're  not  completely 
satisfied  with  our  copier  within  the  first  three  years  of 
normal  operation,  we  will  replace  it  with  an  identical  or 
comparably  equipped  model,  free  of  charge.  In  other 

See  an  authorized  Minolta  copier  dealer  for  complete  details 


words,  it  works  or  it  walks.  An  award-winning  copier 
combined  with  an  iron-clad  guarantee?  The  only  risk 
involved  is  passing  this  opportunity  up. 

For  more  information,  call  1-800-9-MINOLTA. 


♦Source  Thomas  A  Mlnnella.  author  The  Copier 
Productivity  Primer 


I 
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NO-RISK  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


long  lag  between  the  hoopla  surround- 
ing a  hit  movie  and  its  release  as  a 
game,  for  instance,  studios  are  providing 
game'  companies  with  an  early  peek  at 
scripts  and  giving  them  access  to  movie 
sets.  They're  lending  their  massive  pro- 
motional machinery  as  well.  Aladdin 
home  videos  will  be  stuffed  with  a  flier 
advertising  the  game,  and  Disney  will 
stage  events  at  its  stores  and  theme 


parks,  and  air  a  special  on  the  Disney 
Channel,  to  mark  the  game's  premiere. 

Still,  studios  don't  expect  the  big  pay- 
off until  most  games  shift  to  CD-ROM. 
Those  silvery  disks  can  hold  actual  video 
clips  from  the  movie,  plus  much  of  the 
soundtrack.  "We're  seeing  the  emer- 
gence of  a  new  type  of  product  that 
combines  video  games  with  the  world  of 
movies,  music,  and  television,"  savs  Olaf 


Olafsson,  president  of  Sony  Imagesc 
which  will  release  game  versions  I 
Sony  flicks  Cliffhanger  and  Last  Actn 
Hero  this  fall.  But  a  full  shift  to  the  nl 
technology  may  take  three  years.  So  m 
now  at  least,  Hollywood's  video  ganw 
can  expect  a  continued  pounding  frB 
the  Super  Mario  Bros,  and  Sonic  Tl 
Hedgehog. 

By  Larry  Armstrong  in  Los  AngM 


TOURISM  I 


THE  FALL 

OF  NIAGARA  FALLS 


The  throngs  have  thinned,  and  hotel  and  shop  owners  are  hurting 


Just  after  sunrise  on  Aug.  28,  some 
40  hot-air  balloons  will  take  off  from 
Niagara  Falls,  Ont.  They'll  sail  over 
North  America's  most  famous  waterfall, 
then  alight  on  the  U.  S.  side. 

The  balloons  headline  a  four-day  festi- 
val called  Uplifting  Niagara.  The  area 
needs  it.  Tourism  in  the  place  once 
known  as  The  World's  Most  Famous  Ad- 
dress has  plunged  almost  as  precipitous- 
ly as  those  barrels  daredevils  used  to 
ride  over  Horseshoe  Falls. 

Last  year,  recession  and  one  of  the 
coldest  summers  on  record  drove  tour- 
ism revenues  down  some  40%  from  their 
peak  in  1989,  to  less  than  $350  million, 
according  to  the  Niagara  Falls  [Ontario] 
Visitor  &  Convention  Bureau.  The  occu- 
pancy rate  for  the  town's  ho 
tels  plunged  to  just  38%, 
thanks  in  part  to  a  1980s 
building  boom  that  pushed 
the  number  of  rooms  up 
30%,  to  10,000.  And  this 
year,  room  rates  are  20%  be- 
low the  levels  of  the  late 
1980s,  estimates  Dino  A.  Di- 
Cienzo,  director  of  operations 
for  Canadian  Niagara  Hotels 
Inc.  "Very,  very  few  hotels  are 
making  money,"  he  says. 
end  of  the  ride.  Kinder  weath- 
er has  boosted  tourism  a  bit  this 
summer,  but  "we  don't  anticipate 
bouncing  back  until  the  end  of 
the  decade,"  says  Amy  Bignucolo, 
the  Convention  Bureau's  presi- 
dent. Indeed,  signs  of  lasting  depression 
aren't  hard  to  spot.  The  famous  Ferris 
wheel  at  Maple  Leaf  Village  has  been 
torn  down.  The  Village  itself,  the  town's 
largest  shopping  mall,  recently  emerged 
from  receivership  under  new  local  own- 
ers. Across  the  street  from  the  Minolta 
Tower,  with  its  commanding  view  of  the 
falls,  a  souvenir  shop  advertising  "low, 
low  prices"  has  shut  down  for  good. 


The  stunning  falls  still  have  the  power 
to  attract  visitors  (table).  But  officials 
say  tourists  stay  an  average  of  only  four 
hours.  Take  Kathryn  Hoskins,  an  Ameri- 
can vacationer.  She  stopped  "for  just  a 
few  hours"  one  recent  Saturday  before 
continuing  home  to  Cincinnati  from  her 
trip  to  Toronto.  "We've  become  the  pit 
stop  rather  than  the  destination,"  wor- 
ries James  V.  Glynn,  president  of  Maid 
of  the  Mist,  the  famous  fleet  of  boats 
that  steam  under  the  falls. 

Interest  in  more  fashionable  destina- 
tions is  part  of  the  problem.  "Niagara 
Falls  faces  a  lot  more  competition  to- 
day," says  Constance  Lie- 


A  snapshot  of 
tourism  at  Niagara  Falls 


ONTARIO 

NEW  YORK 

1  2  MILLION 

ANNUAL  VISITORS       8  MILLION 

1  . 2  MILLIOf1 

MAID  OF  THE  MIST 

PASSENGERS  500,000 

10,000 

HOTEL  ROOMS  3,700 

38% 

1 992  OCCUPANCY  RATE      52  % 

14.4% 

UNEMPLOYMENT  RATE  11.9% 

DATA  NIAGARA  FALLS  CONVENTION  &  VISITORS  BUREAU,  BW 


der  of  planning  consultant  LDR  Interl 
tional  Inc.  And  after  gawking  at  i 
falls,  there's  not  much  to  keep  visit] 
interested.  The  Canadian  side's  lj 
draw:  a  dated,  carnival-like  strip  feat] 
ing  wax  museums,  haunted  houses,  a 
glow-in-the-dark  miniature  golf. 

The  New  York  side  offers  even  la 
The  town's  ambitious  recent  devel 
ment,  Falls  Street  Faire  &  Station,  a 
virtually  abandoned.  The  center  failedj 
attract  many  tourists,  and  most  on 
was  shuttered  last  year.  The  Ramq 
Inn,  which  offered  the  most  hotel  ma 
ing  space,  closed  earlier  this  year. 
double  whammy.  Worse,  the  touri 
slump  has  coincided  with  a  drastic  di 
in  local  manufacturing.  Niagara  Fa 
N.  Y.,  with  a  population  of  some  62,0j 
has  lost  a  third  of  its  manufactur 
jobs  in  the  past  decade,  mainly  from  cj 
at  chemical  makers.  Similar  losses  I 
the  Canadian  side  have  pushed  una 
ployment  there  to  a  staggering  14.4?| 
Hence,  some  unusual  attempts  to  \ 
build  the  tourist  trade.  MaJ 
Wayne  Thomson  of  Niag;j 
Falls,  Ont.,  is  pressing  foil 
75,000-square-foot  casino,  ;i 
there's  talk  of  a  new  convj 
tion  center.  Plus,  the  mayo| 
backing  a  proposal  from  1 
\  harishi  Mahesh  Yogi  and  it 
1  gician  Doug  Henning  to  bi| 
\  a  $630  million  theme  pal 
called  Maharishi  Veda  La; 
featuring  "the  world's  oj 
levitating  building." 

But  the  Ontario  gova 
ment  says  it  won't  I 
prove  any  additional  c| 
nos  until  it  sees  howl 
first  gambling  hall — I 
to  open  next  year  in  WindsoJ 
fares.  A  convention  center  is  no  ml 
imminent.  And  even  Thomson  adne 
that  he's  not  "putting  any  eggs  inf 
Veda  Land. 

Ambitions  are  more  traditional  on 
U.  S.  side.  Niagara  Falls  (N.  Y.)  Mai 
Jacob  A.  Palillo  stopped  a  plan  foj 
huge  factory-outlet  mall  that  would  h 
required  $30  million  from  the  city.  | 
stead,  he's  pushing  gradual  redeve 
ment  of  the  depressed  downtown. 

Until  then,  it's  balloon  time. 
By  William  C.  Symonds  at  Niagara  F 
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METLIFE  HEALTHCARE: 
VOU  PON'T  WAVE  TO  6E  £16 
TO  BENEFIT  FROM  IT. 


1  ^^^v^  J"-^ 

[54) 

MetLife  Managed  HealthCare  programs  are  working  for  thousands  of 
small-to-medium  sized  businesses.  Our  networks  of  participating  doctors 
and  hospitals  are  helping  not  only  some  of  the  biggest  corporations  in 
America,  but  businesses  with  a  thousand,  250  or  even  fewer  workers. 
If  you're  looking  for  some  new  ideas  for  affordable,  high-quality  health  care 
coverage,  call  MetLife  at  1-800-248-2821. 


SET  MET.  IT  PAYS! 

&  MetLife 


©1993  Metropolitan  Life  Insurance  Co ,  NY  NY 


Lucy:  ©  1952  United  Feature  Syndicate,  Inc. 
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PRIME-RATE  RUT 

Long-term  bond  yields  have 
dropped  V/2  percentage 
points  in  1  8  months.  That's 
driven  down  mortgage  rates 
but  not  commercial  banks' 
prime  lending  rate,  stuck  at 
6°o  sincejune,  1992.  Why 
hasn't  the  prime  dropped? 
Largely  because  short-term 
yields  haven't  moved  much. 
Below,  yields  on  30-year 
and  3-month  Treasuries: 


AUG.  '93 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


DEERE  LEADS  A 
FARM  BELT  CHEER 


►  Not  all  the  news  from  the 
nation's  flooded  heartland  is 
bleak.  On  Aug.  24.  agricultur- 
al equipment  manufacturer 
Deere  announced  profits  for 
its  fiscal  third  quarter  of 
$100.1  million,  up  from  $9.1 
million  a  year  earlier  and 
more  than  50'-  higher  than 
Wall  Street  estimates.  Sales 
jumped  17%,  to  S2  billion. 

Rising  farm  incomes  helped 
drive  the  profit  surge.  The 
company  says  net  farm  cash 
incomes  will  go  as  high  as  j>70 
billion  this  year,  up  from  an 
earlier  prediction  of  $60  bil- 
lion. Low  interest  rates  and 
the  economic  recovery  are 
also  fueling  purchases  of 
Deere's  combines  and  large 
tractors.  As  a  result,  the  com- 
pany says  output  in  1993  will 
be  10%  above  last  year.  The 
ultimate  winner?  Deere  stock- 
holders. The  company's 
shares  rose  by  7.6frr  on  Aug. 
24,  hitting  74,  a  52-week  high. 


INDIANA  SHOOT-OUT 
FIZZLES 


►  It  seemed  a  rather  simple 
merger.  Back  in  December, 
Cincinnati  Gas  &  Electric 
agreed  to  acquire  PSI  Re- 
sources in  a  stock  swap  val- 
ued at  §24.50  a  share.  But 
once  ipalco  Enterprises,  an- 
other Indiana  utility,  launched 
a  hostile  takeover  bid,  the  bat- 
tle exploded  into  a  high-watt- 
age shoot-out.  On  Aug.  23, 
IPALCO  said  it  was  withdraw- 
ing its  81.73  billion  bid  for  PSI. 
The  announcement  came  after 
two  major  institutions,  which 
IPALCO  would  not  identify, 
balked  at  backing  the  take- 
over. 


THAT  IBM-INTEL 
BRAWL  IS  OFF 


►  The  computer  industry  was 
buzzing  following  an  Aug.  23 
report  that  IBM  is  set  to  devel- 
op a  clone  of  the  Intel  chips 
that  power  some  70%  of  the 
world's  personal  computers. 
In  fact,  say  IBM  insiders,  the 
company  is  building  a  "'clean 
room"  version — an  Intel-like 
chip  built  from  the  ground  up. 
But  fight  fans  may  be  disap- 
pointed. Insiders  say  Big 
Blue,  content  to  spend  hun- 
dreds of  millions  on  its 
PowerPC  chip  venture  with 
Motorola  and  Apple,  is  not 
looking  to  compete  with  Intel 
mono  a  ma  no.  Instead,  the 
clean-room  effort  mav  enable 


THE  GREEN  CARD  TURNS  RED  ALL  OVER 


The  little  guy  wins  one.  Douglas 
Coulter,  an  American  professor 
at  the  Russian  Economic  Acade- 
my, has  a  heavy  load  teaching 
his  eager  students  the  intrica- 
cies of  the  free-market  system. 
So  he  resented  the  time  it  took 
to  clear  up  a  dispute  with  Ameri- 
can Express.  While  he  was  in 
Moscow,  the  company  misplaced 
his  Si, 000  wire-transfer  pay- 
ment, then  canceled  his  card. 

When  Coulter  returned  home  on  leave  in  August,  he  brouj 
suit  against  Amex  in  the  Ossipee  (N.  H.)  District  Court  m 
his  home.  His  tab:  850  an  hour  for  the  7.5  hours  spent  yrov 
he  had  paid  his  bill.  The  court  on  Aug.  16  awarded  Coulter 
full  $375 — the  first  time  a  court  has  awarded  an  Amex  ca 
holder  compensation  for  time  wasted  in  a  billing  dispute, 
feel  terrible  about  this,"  says  Maureen  Bailey,  vice-presid< 
for  public  affairs.  Amex  says  it  will  pay  the  judgment.  Coul 
savs  he  can  live  without  his  card. 


IBM  to  design  a  chip  that 
could  run  both  Intel-based 
and  PowerPC-based  software. 


BORLAND  GOES 
ON  THE  ATTACK 


►  It  hasn't  been  the  best  year 
for  Borland  International.  The 
software  maker  has  been  bat- 
tered by  price  wars.  It  also 
has  lost  decisions  in  its  seem- 
ingly unending  court  battle 
with  Lotus  Development, 
which  asserts  that  Borland's 
Quattro  Pro  spreadsheet  vio- 
lates Lotus'  copyrights.  Now, 
Borland  is  going  on  the  offen- 
sive. On  Aug.  24,  it  an- 
nounced a  new  pricing  strate- 
gy, attempting  to  segment 


the  market.  A  new  "wo 
group"  version  of  Quat 
Pro  that  several  people 
use  at  once  will  list 
S495.95,  and  a  new  single-u 
version  will  sell  for  just ! 
in  such   stores  as  Sea 
Kmart,  and  Costco.  To  sp; 
interest,  Borland  will  sell 
workgroup  product  for  $: 
and  the  single-user  vers 
for  S50  until  Jan.  15. 


P&G  HAS  A  LOT  TO 
CHEW  ON 


►  Anybody  interested  in  a  i 
lion  pounds  of  low-calorie 
coa  butter  substitute?  Proc 
&  Gamble  would  rather 
be  warehousing  the  stuff 
mix  of  fatty  acids  it  develo 
called  caprenin.  P&G,  seek 
$10  million  in  a  court  s 
claims  candymaker  M 
stopped  paying  for  capre 
in  December,  despite  a  dea 
buy  the  calorie-reducer  for 
Milky  Way  II.  whose  natic 
roll-out  P&G  says  has  been 
laved.  Mars  won't  comm 
on  the  suit,  but  says  it 
"happily"  selling  Milky  V 
II  in  some  markets.  P& 
only  other  customer  for 
prenin,  Hershey  Foods,  tes 
a  reduced-calorie  bar  last  y 
but  is  chewing  over  the 
suits.  All  that  caprenin  r 
be  sitting  around  for  a  wl 
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advantis 

A  NETWORKING  TECHNOLOGY  COMPANY 


YOU'RE  LOOKING  AT  THE  ANSWER  TO  YOUR  COMPANY'S 
NETWORK  OUTSOURCING  NEEDS. 

Actually,  you  won't  find  the  answer  on  this  piece  of 
paper.  At  least  not  yet.  And  that's  exactly  the  point. 

Your  business  is  different  from  everyone  else's.  Your  net- 
working needs  are  unique.  So  why  is  it  so  many  companies 
already  have  a  pre-packaged,  one-size  solution  to  your  net- 
working problems,  even  before  they've  asked  you  a  question? 

At  Advantis™  we  believe  the  only  real  answer  is  to  start 
with  a  blank  sheet  of  paper.  We'll  sit  down  with  you  and  dis- 
cuss your  specific  requirements.  Then  we'll  recommend  a 
solution  that's  designed  for  your  company. 

No  one  is  more  capable  of  handling  your  networking 
needs,  because  networking  is  our  only  business.  Our 


Custom  Network  Solutions  provide  the  foundation  for  your 
data,  voice  and  video  network  requirements  from  re-engi- 
neering through  implementation  and  management.  We  also 
offer  many  other  value-added  outsourcing  opportunities 
including  a  full  range  of  remote  computing  and  messaging 
services. 

So  if  you're  tired  of  pat  answers  or  blank  stares,  let  us 
start  with  a  blank  sheet  of  paper.  Call  the 
networking  experts  at  Advantis: 
1-800-775-5808  or  send  an  elec- 
tronic message  to  USAVTADV  at 

IBMMAIL™  today.  a  networking  technology  company 


advantis 


©  1993  Advantis.  All  rights  reserved  TM  Advantis  is  a  trademark  of  Advantis. 
rtvl  IBMMAIL  is  a  trademark  of  International  Business  Machines  Corp. 


Two  PCMCIA  2.01  Slots,  Type  D  (5mm) 
and  16mm:  Twice  the  expandability.  Easily 
accepts  multiple  cards  including  hard  disk  dnves, 
modems  and  networking  adapters. 
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LCD  Status  Bar:  Delivers  an  instant  read  of  the  battery  life  remaining,  power-saving  mode, 
and  a  host  of  other  key  notebook  settings. 


BallPoint  Mouse 
with  QuickPort  : 

Attaches  easily,  with- 
out messy  cords,  for 
economically  ideal  f 
input— perfect  for 
Windows' 
applications. 


Replace  Your  Desktop: 

Just  snap  your  notebook 
into  the  Desk  Station  IV, 
and  you're  instandy  con- 
nected to  your  printer,  VGA 
monitor,  mouse,  and  full-size 
keyboard.  Now  you  only 
need  one  computer. 


Some  say  theT4600  is  better  than  life  itself 
Because  in  life,  there  is  compromise. 

htroducing  the  T4600  Series. 
Make  no  compromise. 

Get  the  awesome  power  of  a  33MHz 
i486 '  SL  processor,  and  don't  sacrifice  bat 
tery  life.  Add  a  9.5"  color  active  matrix 
TTT-LCD  screen,  and  access  all  185,193 
eye-popping  VGA  colors.  Pack  a  massive 
320MB  hard  dnve  and  never  have  to 
leave  a  file  at  home.  Get  your 
hands  on  the  BallPoint " 
mouse,  snap  it  into  its 
QuickPort  ,  and  never 
waste  a  moment  or  a  motion. 

Carry  two  slots  for  industry-standard  PCMCIA  cards — including  one  large  enough  for 
the  new  generation  of  removable  hard  dnves— and  take  the  next  big  step  in  penpherals. 
Glance  at  the  QuickRead  LCD  status  icon  bar  for  an  instant  read  of  battery  life,  power 

management,  keyboard  settings,  and  more.  This  is 
no  time  for  compromise.  This  is  the  time  to  get 
your  hands  on  the  T4600  Series. 
For  a  dealer  near  you,  call  1  (800)  457-7777. 


Blazing  33MHz  i486  SL: 

With  built-in  coprocessor 
support.delivers  the 
ultimate  in  notebook 
processing  power. 


In  Touch  with  Tomorrow 

TOSHIBA 


T4600C 

J.5"  color  active  matnx 
TFT-LCD  screen 

•  120/20D/320MB  HDD 
•6.9  lbs. 

•  NiMH  battery 
T4600 

•  9.5"  high-contrast,  black  and  white 
LCD  screen 

•  120/200MBHDD 

•  6.4  lbs. 

•  NiCd  battery 
BOTH  MODELS 

•  Intel  486SL/33MHz,  3.3  volt 
processor  with  8K  cache 

•  4MB  RAM  expandable  to  20MB 

•  Two  PCMCIA  2.01  slots,  Type  II 
(5  mm)  and  16mm 

•  Toshiba  MaxTimeIM  Power 
Management  system. 

•  Pre-installed  software:  DOS  6.0, 
Windows'  3.1,  and  UltraFont,M. 


O  1993  Toshiba  America  Information  Systems,  Inc  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companic 
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AN  CLINTON  SWAY 

IEALTH  REFORM'S  MOST  CRUCIAL  CRITIC? 


s  President  Clinton's  advisers  put  finishing  touches 
on  the  Administration's  plan  for  health-care  reform, 
they're  focusing  on  its  toughest  critics.  No,  not  doctors, 
;pitals,  employers,  or  any  other  health-care  interests.  The 
I  and  highest  hurdles  the  plan  faces— before  being  intro- 
:ed  as  legislation— are  the  anonymous  analysts  at  the  Con- 
ssional  Budget  Office.  The  CBO  has  the  final  say  in  "scoring" 
impact  of  health  reform  on  the  deficit.  Under  the  en- 
;ement  rules  of  the  just  passed  deficit-reduction  plan,  the 
Jth  program  can't  increase  red  ink  in  the  short  run.  And  to 
ill  Clinton's  promises,  it  must  trim  spending  after  1998. 
\dministration  experts  insist  the  savings  are  there.  They 
'e  shipped  reams  of  data  to  Capitol  Hill  in  support  of  their 
rtling  claim  that  reform  can  pay  for  itself  by  sharply  slow- 
the  growth  of  health-care  spending.  But  the  CBO  is  a 
•d  sell.  "Over  the  next  10  years,  it  will  be  exceedingly  dif- 
Jt  to  realize  significant  budgetary  savings  as  long  as  any  re- 
form proposal  extends  coverage  to  the 
uninsured,"  warns  CBO  Director  Robert 
D.  Reischauer. 

too  gloomy.  The  budget  office  saves 
its  deepest  skepticism  for  "managed  com- 
petition," the  combination  of  market  in- 
centives and  government  regulations  that 
provides  the  broad  outline  of  Clinton's 
plan.  CBO  analysts  give  little  credence  to 
the  Clintonites'  claims  that  increased 
competition  in  the  medical  market  can 
produce  big  savings. 

CBO  just  doesn't  believe  in  managed 


lO's  REISCHAUER 


ipetition,"  grumbles  a  top  Clinton  health  aide.  Some  private 
ilysts  agree  that  the  CBO  is  too  gloomy.  Washington  health 
nomist  Jack  A.  Meyer,  for  example,  concluded  that  a  man- 
:d-competition  bill  sponsored  by  conservative  Democrats 
Id  cut  annual  health  spending  by  between  $5  billion  and  $51 
ion  by  1998.  The  CBO  found  the  measure  increased  spending 
$34  billion. 

The  CBO's  bias  for  regulation  over  competition  has  already 


influenced  the  White  House.  Instead  of  claiming  savings  from 
increased  competition  or  streamlined  administration,  the  Clin- 
tonites are  counting  on  caps  on  health-care  premium  hikes  to 
convince  the  CBO  that  the  plan  adds  up.  But  controls  will 
stiffen  the  opposition  of  health-care  providers  and  may  jeop- 
ardize Corporate  America's  support  for  reform. 

Twenty  years  of  unsuccessful  efforts  to  contain  health-care 
costs  support  the  CBO's  caution.  It'll  be  tough  to  overcome  the 
budget  analysts'  skepticism  that  Clinton  can  provide  more 
care  for  less  money. 

By  Mike  McNamee 


THE  ADMINISTRATION  CRUMPLES 
OVER  'GREEN'  PAPER 


Clinton's  Administration  is  having  a  tough  time  delivering 
on  its  environmental  good  intentions.  Early  on,  Western 
senators  forced  the  White  House  to  gut  a  proposal  that 
would  have  jacked  up  fees  for  using  public  lands.  Now,  sources 
say  the  Administration  is  bowing  to  stiff  opposition  from  the 
politically  potent  paper  industry  and  is  watering  down  a  plan 
to  promote  use  of  "environmentally  preferable"  paper.  "They're 
getting  hammered,"  says  Allen  Hershkowitz,  a  Natural  Re- 
sources Defense  Council  scientist. 

The  Administration  is  expected  to  drop  a  plan  that  would 
have  favored  purchase  of  paper  made  without  chlorine  bleach, 
whose  use  produces  cancer-causing  dioxin  as  a  by-product.  It 
will  reduce  a  requirement  for  "post-consumer  waste"  in  recy- 
cled paper  from  15%  to  10%.  And  it  will  abandon  an  effort  to 
encourage  states  to  comply  with  federal  paper-use  rules.  The 
scaled-back  plan  is  a  victory  for  the  American  Forest  &  Paper 
Assn.,  which  hired  Betsey  Wright,  Bill  Clinton's  chief  of  staff 
in  the  Arkansas  statehouse,  as  a  lobbyist.  The  White  House  is 
expected  to  release  an  executive  order  on  paper  use  soon  af- 
ter Labor  Day. 

By  Mary  Beth  Regan 
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\NDIDATES 


M  ere  it  comes,  ready  or  not:  The 
1 1996  Presidential  campaign  is  get- 
tig  under  way.  On  Sept.  10-11,  Wash- 
gton  will  host  a  gathering  of  2,000  ac- 
vists  for  the  convention  of  the 
hristian  Coalition,  the  political-action 
•m  of  televangelist's  Pat  Robertson's 
ovement.  All  of  the  GOP's  likeliest 
mdidates  for  the  nomination  plan  to 
•op  by.  Participants  in  this  first  "cattle 
low"  of  the  '96  campaign  will  include 
enator  Phil  Gramm  (R-Tex.),  former 
ousing  Secretary  Jack  F.  Kemp,  for- 
er  Education  Secretary  William  J. 
ennett,  and  ex-candidates  Patrick  J. 
uchanan  and  Robertson  himself.  And, 


of  course,  Senate  Minority  Leader  Bob 
Dole  (R-Kan.),  just  back  from  a  vaca- 
tion-eum-campaign  swing  through  New 
Hampshire,  will  be  on  hand.  Remem- 
ber: fewer  than  1,200  campaigning 
days  till  November,  1996. 

CAMPAIGN  FINANCE  

aybe  it's  the  soggy  economy.  Or 
[perhaps  it's  the  public's  sour 
mood  toward  politicians.  But  the  Fed- 
eral Election  Commission  reports  that, 
during  the  first  six  months  of  1993, 
campaign  funds  raised  by  Senate  candi- 
dates declined  for  the  first  time  in  six 
years.  The  $25  million  raked  in  by  can- 
didates for  the  34  Senate  seats  up  next 
fall  is  down  25%  from  the  take  two 


years  ago  and  down  15%  from  the 
same  period  in  1989.  As  usual,  power- 
ful incumbents  are  scarfing  up  the 
lion's  share  of  the  money.  Finance 
Committee  Chairman  Daniel  Patrick 
Moynihan  (D-N.Y.),  for  example,  has 
$1.5  million  on  hand— with  no  challeng- 
er in  sight.  But  some  challengers  are 
doing  well,  too.  In  Arizona,  Republi- 
can Representative  Jon  Kyi  has  raised 
more  than  his  Democratic  opponent, 
embattled  incumbent  Dennis  DeConci- 
ni.  And  Representative  Jim  Cooper  (D- 
Tenn.)  has  a  $1  million  war  chest,  13 
times  as  much  money  as  appointed 
Democratic  Senator  Harlan  Mathews, 
who  has  not  yet  declared  whether  he'll 
seek  another  term. 
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OK.  The  presentation  looks  great. 
On  a  napkin. 

But  you  can't  pass  that  around  a  boardroom. 

Now  you're  stuck. 

You  can't  draw.  You  can't  paint. 

And  faking  a  heart  attack  is  out  of  the  question. 

Introducing  WordPerfect0  Presentations  for 
Windows.  The  most  comprehensive  software  of 
its  kind.  With  it  creating  impressive  presenta- 
tions with  overheads,  slides,  3-D  charting,  sound, 
and  video  clips  is  a  cinch.  Even  if  the  last  picture 
you  drew  was  in  summer  camp.  And  no  other 
major  presentations  package  comes  with  more 
clip  art  images  or  lets  you  scan  and  customize 
your  own.  Just  think,  you  may  never  need  to  take 
another  sick  day  again.  For  a  free  test  drive  kit 
call  1-800-526-5048. 

When  it's  got  to  be  perfect, 

it's  got  to  be  WordPerfect  Presentations. 


WordPerfect  Presentations 
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BETWEEN  REFORM 
AND  A  HARD  LINE 


China's  economic  czar  is  battling  the  old  guard  and  local  capitalists 


Zhu  Rongji,  China's  economic  czar, 
has  made  a  lot  of  enemies  in  the 
past  two  months.  Since  launching 
his  plan  to  rein  in  China's  overheating 
economy,  Vice-Premier  Zhu  has  forced 
bankers  to  call  in  unauthorized  loans, 
cast  a  chill  over  the  highly  speculative 
real  estate  market,  and  publicly  humili- 
ated local  officials  who  dared  question 
him.  With  Zhu  antagonizing  so  many  of 
China's  elite,  skeptics  in  the  West  are 
questioning  whether  he  can  survive. 

But  instead  of  backing  down,  Zhu  is 
calling  for  even  more  radical  change. 
His  aides  are  developing  sweeping  pro- 
posals to  modernize  China's  archaic 
banking  and  tax  systems  and  cut  loose 
money-losing  state  enterprises.  Sources 
say  an  outline  emerged  at  high-level  eco- 
nomic planning  meetings  in  August. 
This  new  wave  of  reform  is  the  key  to 
accelerating  China's  transition  from  a 
centralized  system  to  a  market  economy. 

Zhu  is  pushing  ahead  with  all  this 
change  just  as  the  Clinton  Administra- 
tion is  stepping  up  pressure  on  Beijing 


(page  39).  With  the  U.  S.  slapping  sanc- 
tions on  China  for  exporting  missile 
technology  to  Pakistan,  Beijing  will  be 
forced  to  respond  in  kind.  While  Zhu  has 
little  influence  over  foreign  or  military 
affairs,  his  conservative  rivals  will  use 
the  U.  S.  move  as  a  way  to  gain  clout. 
Imposition  of  U.  S.  sanctions,  says  one 
Western  diplomat  in  Hong  Kong,  "will 
give  the  hard-liners  a 
way  to  sound  off  on  na- 
tionalist pride  and  en- 
hance their  position." 

Zhu's  job  is  hard 
enough,  though  the 
first  phase  of  his  re- 
forms has  already 
shown  some  success. 
The  goal  was  to  use 
some  blunt  instruments 
of  state  power  to  re- 
gain some  control  of 
the  economy  and  to 
prop  up  the  teetering 
banking  system.  The 
economy,   which  grew 


at  an  annual  rate 
13.9%  in  the  first  half 
1993,  is  now  cooling.  I 
dustrial  production 
July  was  off  by  5.1 
from  June.  "He's  off  to 
good  start,"  says  Geo 
Lewis,  regional  econ 
mist  for  Smith  Ne 
Court  Securities  Ltd. 
Hong  Kong. 
DEBT  AND  TAXES.  No 

Zhu  is  looking  to  chanj 
China's  institutions  thei 
selves.  Chinese  officia 
call  the  goal  "macro-co 
trol."  The  reforms  wou 
create  an  economy  th 
can  be  guided  and  evi 
controlled  by  Beijing  b 
managed  by  provinci 
officials.  Teams  of  < 
perts  are  working  up 
program  for  making  m 
jor  changes  in  four  k< 
areas:  banking,  financ 
investment,  and  mana 
ing  state  properties, 
they  get  their  way,  the  People's  Bank 
China  will  be  modeled  on  the  U.  S.  Fe 
eral  Reserve  system,  the  country  w 
have  a  radically  new  tax  code,  and  tl 
state-run  enterprises  will  be  convert! 
into  free-market  companies  within  fi' 
years.  While  many  of  these  proposa 
have  been  debated  for  at  least  a  decad 
analysts  in  Hong  Kong  say  Zhu  is  dett 
mined  to  submit  them  for  approval  at 
Communist  Party  plenum  in  October. 

The  first  target  will  be  banking 
form.  Under  the  proposed  scheme,  ti 
People's  Bank  would  regulate  moneta 
policy  and  spin  off  its  commercial-leu 
ing  operations.  Beijing  would  also  crea 
new  commercial  banks,  including  an  ii 
port-export  bank.  "A  Federal  Reser 
bank  would  be  much  more  effectiv 
than  the  current  system,  says  Du  Ya 
director  of  the  China  Market  Resear 
Institute  in  Beijing. 


I 
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ZHU'S  NEXT  TARGETS 


BANKING 


Replace  the  central  bank  with  a  decen| 
ized  Fed-style  system 


Tl  Vrf  Create  new  system  to  clearly  separate  naticfl 
IMALj  and  provincial  revenues 

Cut  loose  centrl 
government  en 


STATE  CORPORATIONS 

prises  over  five  years 


LEGAL  SYSTEM 

accounting  procedures 


Adopt  new  laws  on  consume 
tection,  securities  regulation, 
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Jso  under  consideration  is  a  massive 
imping  of  the  tax  system  to  ensure 
central  government  gets  a  steady 
v  of  funds  from  the  provinces.  Local 
riorities  now  contribute  "contracted 
tas"  to  Beijing  and  keep  the  rest 
themselves.  The  new  system,  if  it 
pproved,  defines  central-government 
is,  local  taxes,  and  those  shared  by 
two.  That  way,  Beijing  can  make 
i  it  gets  its  fair  share.  Since  reforms 
•ted  in  the  late  1970s,  provincial  lead- 
have  become  increasingly  adept  at 
/enting  taxes  from  flowing  to  Bei- 
.  According  to  the  official  People's 
ly,  taxes  collected  by  the  central 
ernment  dropped  to  14.7%  of  gross 
onal  product  in  1992 — down  from 
%  in  1978. 

ut  even  before  the  tax  reform,  Chi- 
3  officials  are  expected  to  review 
it  draft  laws  ranging  from  consumer- 
action  to  accounting  and  securities 
s.  The  consumer  legislation,  the  first 
ts  kind  in  China,  would  confer  legal 
us  on  consumer  groups  that  are 
>ping  up  across  the  country. 
ancing  act.  Ei  acting  these  ambi- 
s  plans  won't  be  easy.  Local  leaders 
resisting  the  creation  of  regional 
iches  of  the  People's  Bank  of  China, 
y  view  the  new  proposals  as  a  back- 
f  means  of  increasing  central-govern- 
lt  power.  Even  Zhu's  relatively  mod- 
credit-crunching  measures  are 
ning  into  resistance.  Bank  officials 

1  to  call  in  many  loans  to  speculators 
m  Aug.  15  deadline  set  by  Zhu.  But 
'ar,  the  officials  have  only  managed 
ein  in  half  the  loans  they  had  target- 
Zhu  himself  has  expressed  frustra- 

at  the  government's  inability  to 

2  out  property  speculation. 

s  he  charges  ahead,  Zhu  continues  to 
k  a  political  tightrope.  While  Deng 
Dping  lives,  Zhu  will  likely  have  a 
idate  for  long-term  reforms.  But  Zhu 
is  to  do  more  than  prevent  the  econ- 
'  from  deteriorating.  If  he  can,  Zhu 
'  silence  his  critics  and  become  the 
ler  in  the  race  to  replace  Deng. 
y  Joyce  Barnathan  in  Hong  Kong,  with 
t  Forney  in  Beijing 


CHINA  I 


GETTING  TOUGH  WITH  CHINA 
COULD  BE  TOUGH  ON  THE  U.S. 


Sanctions  over  arms  sales  to  Pakistan  might  hurt  trade  with  Beijing 


Just  three  months  after  renewing 
China's  most-favored-nation  trading 
status  with  only  modest  conditions 
attached,  the  Clinton  Administration  is 
getting  tough.  The  U.  S.  has  for  months 
been  collecting  evidence  that  China 
transferred  M-ll  missile  parts  to  Paki- 
stan in  violation  of  pledges  not  to  traffic 
in  such  technology.  Now,  the  data  add 
up,  and  sanctions  have  a  green  light. 

But  punishing  China  is  no  simple  mat- 
ter. State  Dept.  officials  say  the  sanc- 
tions, largely  affecting  U.  S.  satellite 


parts  and  technology,  could  cut  into  an 
estimated  $400  million  to  $500  million  of 
future  U.  S.  exports.  For  some  U.  S. 
companies,  such  moves  could  jeopardize 
a  promising  new  market.  And  in  the  end, 
they  may  not  do  much  to  crimp  Beijing's 
exports  of  sensitive  weapons. 

Arms  sales  are  but  one  of  the  thorny 
issues  in  U.  S.  relations  with  Asia's  new 
economic  superpower.  Washington  is 
also  unhappy  about  China's  dismal  hu- 
man rights  record.  And  Beijing  has 
failed  to  act  to  cut  its  trade  surplus  with 
the  U.  S. — which  could  reach  $25  billion 
this  year,  vs.  $18.3  billion  in  1992.  But 
the  Administration's  focus  on  Asia — the 
booming  China  market  in  particular — as 
a  prime  growth  area  for  American  ex- 
ports limits  U.  S.  leverage  with  Beijing. 
That's  why  President  Clinton  opted  for 
the  narrowly  targeted  sanctions. 
A  zinger.  Even  limited  sanctions  will 
sting,  though.  One  possible  casualty:  a 
long-pending  $7  million-plus  order  for  a 
Cray  Research  Inc.  supercomputer.  Chi- 
na wants  the  high-speed  computer  for 
weather  forecasting,  but  it  is  powerful 


enough  to  design  nuclear  weapons.  In- 
stead, China  could  turn  to  Japanese  sup- 
pliers, such  as  Fujitsu  Ltd.  or  NEC  Corp. 
If  that  happens,  a  Cray  official  says, 
"we'll  effectively  have  opened  up  [the 
China  market]  only  to  see  it  be  captured 
by  a  non-U.  S.  company." 

Other  American  companies  could  get 
zinged  if  China  retaliates.  Now  that  the 
U.  S.  has  imposed  targeted  sanctions, 
"the  Chinese  [will]  probably  react  in  a 
targeted  way  themselves,"  says  Richard 
A.  Brecher,  head  of  business  advisory 
services  at  the  U.  S.-China  Busi- 
ness Council  in  Washington.  One 
potential  victim  is  American  Tele- 
phone &  Telegraph  Co.,  which  has 
a  crack  at  $1  billion  worth  of  busi- 
ness in  China. 

Making  matters  worse,  the  sanc- 
tions may  not  have  their  intended 
effect.  With  nothing  to  lose,  China 
may  hawk  even  more  missiles.  To 
head  that  off,  the  U.  S.  may  signal 
that  it  would  waive  sanctions  if 
Beijing  signed  on  to  arms-control 
pacts.  "If  China  were  interested  in 
becoming  a  more  active  partici- 
pant in  existing  nonproliferation 
regimes,  it  could  influence  U.  S. 
views"  on  the  sanctions,  says  a 
senior  Administration  official. 
For  example,  Washington  wants 
Beijing  to  rejoin  Big  Five  talks  on  limit- 
ing conventional-weapons  sales  to  the 
Middle  East.  China  dropped  out  of  the 
group — which  includes  the  U.  S.,  Britain, 
France,  and  Russia — after  the  U.  S.  an- 
nounced the  sale  of  150  F-16  fighter  jets 
to  Taiwan  last  fall.  The  U.  S.  might  also 
press  China  to  join  the  nuclear  suppliers 
group,  which  would  oblige  Beijing  to  ac- 
cept international  inspection  of  nuclear 
power  equipment  shipments. 

But  given  China's  broken  promise  on 
missile  transfers,  arms-control  experts 
are  skeptical  that  Beijing  would  honor 
new  pledges.  It  likes  the  hard-currency 
earnings  from  selling  arms,  and  besides, 
armaments  factories  operate  increasing- 
ly beyond  the  Foreign  Ministry's  control. 
"We  have  tried  constructive  engagement 
with  China,"  says  Jon  Wolfstahl,  senior 
research  analyst  at  the  Arms  Control 
Assn.  "It's  time  to  brandish  the  stick 
rather  than  offer  a  carrot."  Trouble  is, 
whacking  China  hurts  the  U.  S.,  too. 

By  Amy  Borrus  in  Washington,  with 
Pete  Engardio  in  Hong  Kong  and  Russell 
Mitchell  in  San  Francisco 
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When  you  stack  up  its  features  and 
consider  the  price,  the  Mita  LDC-650  plain 
paper  fax  machine  comes  out  on  top. 


11 
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lit! 


Hill 

inn 


AFFORDABILITY: 

The  most  affordable  plain  paper  fax  machine 
with  all  these  features. 

LASER  PRINT  TECHNOLOGY: 
Offers  exceptional  print  quality,  with  high 
resolution  at  400  dpi  and  64  level  gray  scale, 
all  on  plain  bond  paper. 

EXTENDED  DUAL  ACCESS: 
Performs  any  two  fax  functions  simultane- 
ously, including  transmitting,  receiving, 
scanning,  copying,  printing  and  more,  for 
increased  productivity. 

QUICK  SCAN: 
Scans  documents  into  memory  for  transmis- 
sion, eliminating  waiting  time. 

DESTINATION  CONFIRMATION: 
Allows  additional  user  confirmation  before 
speed  dialing,  eliminating  accidental  trans- 
mission to  the  wrong  destination. 

ENERGY  SAVER: 
Saves  on  electricity  when  not  in  use. 

EMITS  LESS  OZONE: 
Vitally  important  in  these  environmentally 
precarious  times. 

BATCH  TRANSMISSION: 
Allows  all  documents  being  sent  to  a  single 
destination  to  be  sent  at  one  time,  reducing 
multiple  calls  to  the  same  destination. 

AND  ALL  STANDARD  FEATURES: 
The  Mita  LDC-650  also  offers  all  the  features 
you  would  expect  in  a  plain  paper  fax  machine, 
and  a  lot  of  things  you  wouldn't.  And  it's 
affordable. 

For  full  product  and  financing  details  call  your 
Mita  dealer,  or  1-800-ABC-MITA. 

The  times  demand... 


1993  MITA  COPrSTAB  AMKTUCA,  1 
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/HAT?  EVERYDAY  BARGAINS? 
HIS  CAN'T  BE  JAPAN 


scount  chains  are  starting  to  shake  up  the  staid  world  of  retailing 


ff  a  back  street  near  Ikebukuro 
station  in  northwest  Tokyo,  you 
take  a  graffiti-covered  elevator 
it  several  levels  of  bowling  alleys  and 
usement  arcades.  At  the  fifth  floor, 
doors  open  onto  a  room  crammed 
h  gun-metal-gray  shelves  full  of  box- 
of  electronic  goods,  mostly  personal 
iiputers  and  peripherals.  In  one  cor- 
1  are  two  men  and  a  cash  register. 
;y'll  sell  you  whatever  you  want  at 
gain  prices,  but  that's  all:  no 
ilanation,  no  free  service,  no 
ting.  You're  in  one  of  11 
res  operated  by  Step  Co.,  a 
t-growing  discounter, 
'he  chain  is  a  far  cry  from  the 
Wng  elevator  ladies  and  court- 
iervice  of  traditional  Japanese 
iartment  stores,  but  it's  the 
/  face  of  Japanese  retailing, 
•gain  hunting  is  in.  The  dis- 
nters  are  shaking  Japanese 
liling  to  its  foundations.  As 
t  of  their  drive  to  win  market 
re,  they  are  finding  shortcuts 
jugh  Japan's  labyrinthine  dis- 
■ution  system  and  taking  the 
i  in  pricing. 

uch  efforts  seem  to  fit  nicely 
h  new  Prime  Minister  Mori- 
)  Hosokawa's  plans  to  reduce 
an's  trade  surplus,  reform 

distribution  system,  and  give 
sumers  $  taste  of  the  benefits 
the  high  yen.  The  upshot 
Id  be  a  bonanza  for  U.  S.  ex- 
ters  of  everything  from  cos- 
hes and  computers  to  oranges 

lumber.  From  15%  to  30%  of 
it  the  discounters  sell  is  im- 
ted — vs.  less  than  5%  at  de- 
tment  stores. 

chheaos.  Discounting's  al- 
;  shows  in  the  numbers.  Sales 
the  116  members  of  the  Japan  De- 
tment  Stores  Assn.  have  declined  for 
>traight  months.  In  contrast,  Step  ex- 
ts  its  sales  to  swell  10%  this  year. 
3S  at  Mr  Max  Corp.,  a  discounter  of 
sehold  goods  and  appliances  in  the 
thern  island  of  Kyushu,  jumped  18% 
he  fiscal  year  ended  last  March,  and 
">%  increase  is  predicted  for  this  year, 
•iscounting  is  invading  retailing  see- 
by  sector,  with  strong  beachheads 
•ady  in  clothing,  furniture,  and  elec- 
iic  goods.  Not  long  ago,  notes  Paul 


Heaton,  an  analyst  at  Baring  Securities 
(Japan)  Ltd.,  retailers  of  electronics  were 
each  tied  to  a  single  manufacturer.  But 
"new  electronics  retailers  are  prepared 
to  sell  anybody's  equipment,  if  it's  cheap 
enough,"  he  says.  And  the  high  yen  is 
only  accelerating  the  trend,  as  other  re- 
tailers opt  for  cheap  imports.  Japan's 
imports  of  men's  suits  rose  58%  last 
year,  for  example,  thanks  to  aggressive 
clothing  discounters. 


THANKS  TO  DISCOUNTERS,  SUIT  IMPORTS  HAVE  SOARED 


Of  course,  change  isn't  coming  over- 
night. Many  discounters  say  recent  re- 
forms to  make  it  easier  for  retailers  to 
set  up  large-scale  stores  have  not  gone 
far  enough.  "Things  haven't  changed 
much  since  the  old  days,"  says  a  pur- 
chasing manager  at  a  furniture  discount- 
er in  northern  Japan.  Official  waiting 
periods  for  store  expansions  have  been 
shortened,  he  says,  but  bureaucratic  de- 
lays of  a  year  or  more  are  still  common. 
Such  waits,  he  says,  are  disrupting  his 
company's  plans  to  boost  volume  and 


raise  imports  from  20%  of  sales  to  near- 
ly half. 

One  retailer  that  is  going  head-to-head 
with  the  bureaucrats  is  Jonan  Denki,  a 
discounter  with  $12  million  in  yearly 
sales.  Toshio  Miyaji,  its  president,  re- 
cently started  importing  surplus  cosmet- 
ics from  the  U.  S.  via  Okinawa,  where  he 
pays  no  duties.  As  a  result,  Miyaji  is 
able  to  sell  such  imported  items  as  Cha- 
nel lipstick  for  around  $24,  compared 
with  nearly  $40  at  department  stores. 
old  squabbles.  But  there's  a  catch:  the 
Health  &  Welfare  Ministry  requires  that 
all  foreign-made  cosmetics  bear  seals 
identifying  the  importer.  Jonan  is  not 
licensed  to  apply  the  seals,  and  he  has 
drawn  warnings  from  the  Ministry  for 
selling  goods  without  them.  The  feisty 
65-year-old  vows  to  go  to  court  before  he 
stops  selling  the  cosmetics. 

Discounters  are  also  going  to 
the  mat  with  manufacturers. 
Kawachiya  Shuhan  Co.,  a  high- 
volume  liquor  store  that  tried  its 
hand  at  discounting  domestic 
cosmetics,  got  into  a  battle  with 
Shiseido  Co.  last  month.  In  re- 
sponse to  Kawachiya's  price-cut- 
ting, the  cosmetic  maker  stopped 
shipping  to  the  company.  Kawa- 
chiya has  appealed  to  the  Fair 
Trade  Commission,  which  is  con- 
ducting an  investigation. 

The  squabbling  is  old  stuff  to 
Yoshio  Terada,  the  president  of 
Step.  He  started  off  in  1979  with 
a  shop  that  sold  a  brand  of  con- 
sumer electronics  called  Nation- 
al, made  by  Matsushita  Electric 
Industrial  Co.  But  when  he  tried 
lopping  an  extra  10%'  off  the 
price  of  batteries,  Matsushita 
protested.  When  Terada  tried  to 
argue,  Matsushita  ripped  down 
the  National  sign  out  front.  But 
he  has  given  up  on  trying  to  win 
support  from  the  Fair  Trade 
Commission:  "Those  officials  are 
thinking  of  getting  high-paying 
jobs  in  industry  after  they  leave 
the  government." 

Terada,  a  frequent  traveler  to 
the  U.  S.  and  an  admirer  of 
Kmart  Corp.,  has  ambitious 


plans  for  expanding  his  discounting  op- 
erations. But  there  are  still  a  lot  of  bar- 
riers to  be  breached.  He  would  like  help 
in  the  form  of  more  saber-rattling  by 
Japan's  trading  partners.  Only  when 
U.  S.  Commodore  Matthew  Perry  trained 
his  cannon  on  Japan  in  1853,  he  notes, 
did  Japan  end  its  seclusion.  "Just  point 
your  cannon  this  way,  and  people  will 
respond,"  he  says.  Japan,  it  seems,  still 
has  a  long  way  to  go  before  it  becomes  a 
shopper's  paradise. 

By  Larry  Holyoke  in  Tokyo 
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magine  a  power  company  that  never  leave 


Detroit  Edison  excels  in  customer 
service  with  help  from  Digital. 

"The  powerful  storms  that  sweep 
through  Michigan  each  year  can 
cause  paralyzing  black- 
outs in  Detroit,"  accord- 
ing to  Robert  Buckler, 
Senior  Vice  President, 
•Detroit  Edison.  "Past  out-  JjJm 
•  ages  left  thousands  of  * 
concerned  customers 
listening  to  busy  signals 
when  they  called  to 
report  emergencies  or 
ask  about  service.  Our 
'inability  to  respond  to 
calls  frustrated  the  public 

mmm  David  L.  F 

and  jy^)5>ardized  our       customer mtc 

Paul  A.  Childs  -  D 

reputation.  Robert  J.  Buckl 


and  telecommunications  companies 
and  combine  them  into  a  system  that 
was  custom  fit  to  our  business  needs. 
"This  gave  us  an  opportunity  to 

Iredreate  the  way  we  do 
business.  The  integratibn  of 
the  voice  response  unit 
with  our  information  sys- 
•  tern  allowed  us  to  design 
a  more  efficient  operation 
that  could  better  respond 
to  customer  requests  and 
"Together  we  got  the 
system  up  and  running  in 
record  time.  Since  its  instal- 
lation, it  has  exceeded 


David  L.  Peterson  -  Manager, 
Customer  Information  System  Projects        our  Original  goals  and 
Paul  A.  Childs  -  Director,  Systems  Applications 

Robert  J.  Buckler  -  Senior  Vice  President       Continues  to  Open  up  new 


"After  one  particularly  vicious  storm, 
I  promised  a  very  unhappy  public  that 
within  the  year  we  would  install  a  voice 
response  system  that  could  answer  and 
react  to  every  one  of  their  calls.  I  knew 
it  was  technically  feasible,  it  was  just 
a  matter  of  finding  a  partner  that  could 
handle  the  job  in  such  a  short  time. 

"We  chose  Digital.  Their  experience 
with  multivendor  systems  integration 
meant  they  could  take  the  existing  tech- 
nologies we  had  from  various  computer 


ways  to  service  our  customers. 

"Our  satisfaction  ratings  have  made 
a  tremendous  jump  in  a  very  short  time. 
Our  once  frustrated  and  unhappy  cus- 
tomers have  rated  us  among  the  best 
in  our  class.  And  much  of  the  credit 
for  that  goes  to  the  voice  response  unit 
we  developed  with  Digital." 

Digital  gave  Detroit  Edison  the  power 
to  be  its  best.  Find  out  how  we  can  do 
the  same  for  you.  Call  1-800-332-INFO, 
ext.  92  or  contact  your  Digital  sales  office. 

PUTTING  IMAGINATION  TO  WORK 


tomers  in  the  dark. 


quipment  Corporation  1993,  The  Digital  logo  is  a  trademark  ot  Digital  Equipment  Corporation. 


■  t  was  a  routine  deal,  one  of  thou- 
I  sands  that  take  place  every  year  in 
■  the  sprawling  municipal-bond  mar- 
ket. Last  February,  the  state  of  Louisia- 
na sold  $604  million  in  general  obligation 
munis  to  investors.  The  underwriting 
was  co-managed  by  investment  banks 
Lazard  Freres  &  Co.  and  First  Boston 
Corp. 

But  in  an  arrangement  that  some  crit- 
ics say  has  also  become  routine,  there 
was  a  lucrative,  hidden  side  deal.  Lazard 
and  First  Boston  sent  half  of  their  fees, 
$2:33,983,  to  First  Commonwealth  Secur- 
ities, a  New  Orleans  minority-owned 
firm,  which  was  among  the  deal's  under- 
writers. Despite  the  payment.  First 
Commonwealth,  which  has  just  one  em- 
ployee, sold  no  bonds,  says  State  Treas- 
urer Mary  L.  Landrieu. 

The  explanation?  In  letters  to  Land- 
rieu, First  Boston  and  Lazard  say  they 
were  told  by  state  officials  that  they 
had  to  give  First  Commonwealth  50% 
of  their  fees  to  win  the  job,  ostensibly  to 
allow  the  state  to  fulfill  affirmative-action 
goals.  But  the  U.  S.  Attorney's  Office  in 
Baton  Rouge  is  investigating  whether 
members  of  the  state's  Bond  Commis- 
sion, which  chooses  underwriters,  may 
have  selected  First  Commonwealth  for 
political  reasons.  "Why  would  any  firm 
give  away  50%  of  their  fees  unless  they 
felt  politically  held  hostage?"  says  Treas- 


urer Landrieu.  "This  kind  of  business 
deal  costs  the  state  of  Louisiana  hun- 
dreds of  thousands  of  dollars." 

A  spokesman  for  First  Common- 
wealth, President  Norbert  A.  Simmons, 
insists  such  a  fee-splitting  arrangement 
is  not  unusual  and  that  the  firm  did  sell 
some  bonds.  First  Boston  and  Lazard 
declined  BUSINESS  week's  request  for 
further  comment. 

Beyond  New  Orleans'  newspapers,  the 
Louisiana  deal  received  little  notice.  Yet 
a  perusal  of  the  media  in  other  cities 
and  many  smaller  communities  over  the 
past  year  or  so  shows  dozens  of  other 
questionable  muni  dealings:  how  city  of- 
t'icials  pressed  investment  hankers  for 
campaign  contributions  in  return  for  ap- 
pointments as  muni  underwriters;  how 
investment  bankers,  hired  to  be  objec- 
tive advisers  to  municipalities,  had  se- 
cret back-scratching  arrangements  with 
underwriters. 

A  thorough  reader  would  also  come 
across  reports  of  other  apparent  muni 
abuses  and  questionable  practices:  how 
investment  bankers  sold  exorbitantly 
priced  investment  services  such  as 
swaps  to  unsophisticated  city  treasur- 
ers; how  muni  investors,  after  receiv- 
ing only  sketchy  information  on  their 
issues,  lost  thousands  of  dollars  when 
the  bonds  abruptly  went  into  default. 

Cumulatively,  such  episodes  raise  se- 


rious  questions  about  the  integrity  i 
the  $1.2  trillion  muni  market.  "As»<; 
ume  and  trading  have  increased,  tjt 
problems  and  abuses  have  increafc 
says  Securities  &  Exchange  Com(i 
sioner  Richard  Y.  Roberts.  "The  daft 
is  ultimately  that  the  muni  securh( 
marketplace  may  not  be  viewed  as  if 
sound,  and  conservative."  Congressn 
hearings  scheduled  for  Septembers 
focus  on  several  reform  proposals. 
BOOM  TIMES.  Yet  to  many  people,:! 
muni  market  has  never  looked  morji 
viting.  Munis  enjoy  an  overall  recoi 
very  safe  investments.  The  default 
for  rated  muni  bonds  is  extremely 
with  most  defaults  limited  to  ris  ■ 
unrated  bonds.  Munis'  tax-exempt  st 
is  a  growing  lure,  because  of  highe 
come  tax  rates  mandated  by  the  Cli  o| 
budget.  And  the  muni  market, 
viewed  as  about  as  law-abiding  as  a  t 
century  frontier  town,  has  cleanec  uj 
its  act  somewhat   in   the  last 
decades.  In  1975,  the  Municipal  St  i 
ities  Rulemaking  Board,  a  self-regu 
ry  organization  for  underwriters, 
established.  The  Tax  Reform  Acji 
1986,  which  capped  the  value  of  rev<  u> 
bonds  states  could  issue,  helped  rei 
the  number  of  riskier  marginal  issu 

A  number  of  experts  argue  that  e  js 
es  in  the  market  are  small  and 
tered.  "Something  like  $250  billio 
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unicipal  bonds  will  be  sold  this  year, 
d  if  the  market  were  a  mess,  that 
mldn't  be  happening.  The  market  is 
brant,  and  it's  growing,"  says  Leo  C. 
Neill,  president  of  rating  agency  Stan- 
rd  &  Poor's  Corp.,  a  division  of  Mc- 
•aw-Hill  Inc.,  which  publishes  BUSINESS 
2EK.  Indeed,  new  muni  bonds  are  be- 
?  issued  at  a  breakneck  pace  to  fi- 
nce  the  building  of  schools,  highways, 
d  hospitals  and  to  refinance  old- 
issues  at  today's  low  rates.  To 
ites  and  cities  all  over  the  coun- 
V,  the  market  has  never  been 
)re  important. 

Other  evidence,  though,  sug- 
sts  that  questionable  dealings 
the  muni  market  may  be  more 
despread  than  is  commonly  be- 
ved.  Over  the  past  few  months, 
ports  of  abuses  have  aroused 
owing  concerns.  Some  congress- 
3n  are  organizing  probes,  and 
few  states  are  discussing  re- 
*ms.  The  threat  of  tough  new 
gulation  from  Washington 
Iped  prod  the  msrb  on  Aug.  4 
propose  disclosure  rules  on  po- 
ical  contributions  by  bond 
derwriters.  But  wholesale  re- 
in will  not  be  easy.  "The  vested 
.erests  will  fight  tooth  and  nail 
keep  the  status  quo,"  says 
chard  Lehmann,  president  of 
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the  Bond  Investors  Assn.  in  Miami 
Lakes,  Fla.,  which  monitors  defaulted 
bonds. 

The  main  reason  the  wrongdoing  has 
received  so  little  national  attention  and 
caused  so  little  outcry  derives  from  the 
market's  localized  character.  The  market 
consists  of  1.5  million  issues  sold  by  as 
many  as  50,000  municipal  entities— many, 
many  times  more  than  the  issues  listed 


THE  MOST  GRIEVOUS  PROBLEMS 
VEXING  THE  MARKET 

POLITICAL  INFLUENCE  State  and  local  politicians 
are  often  too  close  to  investment  bankers,  lawyers, 
and  others  who  help  underwrite  their  muni  bonds. 
Business  is  sometimes  awarded  on  the  basis  of  cam- 
paign contributions  and  other  favors,  not  merit. 

INSUFFICIENT  DISCLOSURE  Investors  often  can  t 
get  even  basic  information  about  the  health  and  op- 
erations of  muni  issuers. 

POOR  PRICING  Since  the  muni  market  has  no  cen- 
tral price-setting  mechanism,  there  are  almost  no 
ublicly  posted  prices  for  muni  bonds.  Quotes  from 
rokers  can  vary  widely. 

LAX  REGULATION  Muni  issuers  are  not  subject  to 
federal  regulation.  The  sole  regulatory  body  is 
governed  by  industry  volunteers  and  defers  to  the 
NASD  on  enforcement. 


on  all  the  U.  S.  stock  exchanges.  In  the 
muni  world,  the  bad  guys  are  not  high- 
profile  villains  such  as  Michael  Milken 
and  Ivan  Boesky  but  typically  small- 
time city  comptrollers  who  tap  their  in- 
vestment bankers  and  bond  counsels  for 
campaign  contributions  in  exchange  for 
roles  in  muni-bond  issues. 
invisibility.  Despite  its  reach  into  many 
of  the  smallest  communities,  the  muni 
market  in  many  ways  is  invisible 
(page  55).  Getting  a  price  quota- 
tion almost  always  involves  call- 
ing a  broker.  Only  a  handful  of 
the  most  actively  traded  muni 
bonds'  prices  are  listed  in  the 
newspaper,  while  the  vast  major- 
ity of  prices  go  unpublished. 
"There's  a  whole  infrastructure 
that  isn't  there,"  says  James  J. 
Cooner,  the  Bank  of  New  York's 
head  of  tax-exempt  bonds.  The 
price  of  the  same  bond  can  range 
widely  among  dealers.  "No  one 
knows  exactly  what  their  bonds 
are  worth,"  says  Zane  B.  Mann, 
publisher  of  California  Municipal 
Bond  Advisor. 

In  some  cases,  overly  aggres- 
sive brokers  have  grossly  over- 
charged investors.  In  one  typical 
arbitration  decision  in  March, 
1991,  a  Chicago  investor,  John 
Otto,  won  $30,000  from  Evans 
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Trading  Co.  for  selling 
munis  to  Otto  at  prices 
that  were  "significantly 
higher  than  the  prevail- 
ing market."  Neither 
Otto  nor  Evans  could  be 
reached  for  comment. 
Says  New  York  attorney 
Bruce  S.  Schaeffer:  "The 
reason  why  so  much 
fraud  goes  on  is  because 
commissions  aren't  dis- 
closed on  confirmations 
or  brokerage  state- 
ments." He  adds  that 
"bad  brokers  that  over- 
charge aren't  disclosed," 
since  many  muni  dis- 
putes are  resolved  through  out-of-court 
settlements  that  require  the  customer 
to  keep  the  dispute  secret. 
uneven  disclosure.  The  abuses  mostly 
affect  not  sophisticated  institutions  but 
individuals,  the  largest  muni  holders. 
Both  directly  and  through  muni-bond 
mutual  funds,  small  investors  own  a 
record  74.4%  of  muni  issues,  up  from 
37.3%  a  decade  ago. 

Disclosure  about  muni  issuers'  finan- 
cial condition  is  very  uneven.  Unlike 
corporations,  state  and  local  bond  is- 
suers are  exempt  from  the  Securities  & 
Exchange  Commission's  registration  and 
reporting  requirements.  There  are  volun- 
tary guidelines,  but  while  many  large, 
frequent  issuers  lavish  information  on 
bondholders,  small,  infrequent  issuers 
can  go  for  years  without  releasing  data. 
Says  Jerry  Webman,  who  oversees  $13 
billion  in  muni  investments  for  Pruden- 
tial Insurance  Co.:  "It's  a  big  problem. 
The  lack  of  information  makes  the  mar- 
ket riskier." 

Regulation  of  the  market  ranges  from 
cursory  to  nonexistent.  By  law,  muni  is- 
suers—and their  lawyers  and  indepen- 
dent financial  advisers— are  exempt  from 
federal  oversight  except  in  cases  of  seri- 
ous fraud.  The  MSRB,  the  market's  main 
overseer,  is  governed  by  a  board  of  in- 
dustry volunteers  and  relies  for  enforce- 
ment authority  on  the  National  Associa- 
tion of  Securities  Dealers,  which 
regulates  broker-dealers.  The  msrb  is 
prohibited  from  regulating  issuers.  "Is- 
suers have  total  discretion,"  says  Ed 
McCool,  executive  director  of  the  New 
Jersey  division  of  Common  Cause. 
"There  is  no  public  accountability.  It's 
a  situation  custom-made  for  abuse." 

A  kind  of  conspiracy  of  silence  about 
malfeasance  reigns  in  the  muni  market 
because  so  many  powerful  groups  bene- 
fit from  the  market's  current  structure. 
Its  few  critics  tend  to  be  academics  and 
officials  from  watchdog  groups.  Politi- 
cians are  happy  with  the  lush  flow  of 
campaign  contributions.  Executives  at 
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Wall  Street  firms,  while  fed  up  with  lo- 
cal officials  extending  their  palms,  keep 
playing  the  game  to  get  business.  Muni 
dealers  can  reap  handsome  profits  from 
the  market's  inefficiencies. 

At  the  heart  of  some  of  the  muni 
market's  worst  troubles  is  the  extent 
to  which  it  is  pervaded  by  politics.  Cam- 
paign costs  are  rising,  creating  incen- 
tives for  politicians  to  look  to  well-heeled 
bankers  and  lawyers  for  contributions. 
Too  often,  public  officials  dole  out  bond 
business  on  the  basis  of  financial  favors, 
not  merit.  "Each  municipality  is  paying  a 
little  extra  over  the  life  of  the  bond  to 
make  up  for  political  contributions,"  says 
Robert  B.  Lamb,  professor  of  finance  at 
New  York  University's  Stern  School  of 
Business.  "The  taxpayers  are  the  ones 
who  ultimately  have  to  pay." 

Washington's  interest  in  reform  got 
a  boost  last  spring  from  publicity  about 
a  cozy  arrangement  between  Wall  Street 
firms  and  New  Jersey  Governor  James 
J.  Florio's  chief  of  staff,  Joseph  C.  Sale- 
ma.  The  U.  S.  Attorney  for  New  York's 
Southern  District  is  investigating  wheth- 
er Merrill  Lynch  &  Co.  bestowed  finan- 
cial favors  on  Armacon  Securities,  a  tiny 
Clementon  (N.J.)  brokerage  part-owned 
by  Salema,  to  secure  $2.9  billion  in  state 
bond  business,  confirms  Merrill  and  Ar- 
macon attorney  Thomas  Puccio.  Despite 
almost  nonexistent  capital,  sales  staff, 
and  customers,  Armacon  was  part  of 
the  underwriting  syndicate  for  state  is- 
sues. Merrill  denies  any  criminal  mis- 
conduct by  its  employees.  Salema  also 
denies  wrongdoing,  saying  his  Armacon 
holdings  were  in  a  blind  trust  after  he 
joined  the  governor's  staff.  He  resigned 
his  state  position  in  May. 

Numerous  other  questionable  situa- 
tions have  recently  come  to  light.  New 
York  City  Comptroller  Elizabeth  Holtz- 
man  has  come  under  fire  for  allegedly 
giving  underwriting  business  to  Fleet 
Bank's  securities  unit  in  exchange  for  a 
$450,000  loan  to  her  U.  S.  Senate  cam- 
paign fund  last  fall.  Several  months  lat- 


er, her  office  recoi 
mended  Fleet  as 
underwriter  of  ci 
bonds.  Last  May,  tl 
city  removed  the  Fie 
unit  as  a  bond  unde 
writer.  Holtzman  sa; 
she  was  unaware  th 
her  staff  had  select 
Fleet  as  underwritei 
A  Fleet  spokesman  sa 
the  terms  of  the  lo; 
"met  all  our  cred 
underwriting  standard: 
Politicians  solicit  co 
tributions  even  mo 
boldly  in  Illinois'  Co 
County,  which  includ 
Chicago.  Last  September,  just  as  a  $2 
million  Cook  County  bond  issue  w 
about  to  hit  the  market,  underwrite 
and  attorneys  on  the  deal  got  a  m< 
sage  from  County  Board  President  Rk 
ard  J.  Phelan's  chief  fund-raiser:  Po: 
up,  please.  On  stationery  emblazon 
with  "Citizens  for  Phelan,"  a  Democrat 
fund-raising  committee,  Mary  Beth  So\ 


'YOU  SORT  OF 
FEEL  LIKE  YOU'VE 
BEEN  HAD' 


T 


|o  officials  of  the  Pontiac  (Mich, 
district  in  1991,  selling  $36  mil 
deferred-interest  bonds  seeme 
a  painless  way  to  borrow.  Issuing  th 
would  let  the  district  delay  paying  ii 
for  years,  avoiding  a  politically  painf 
rate  hike. 

Now,  though,  the  deal  looks  a  1< 
terrific.  The  unusual  provisions  of  the 
mean  that  interest  costs  will  be  mor 
twice  what  they  would  have  been  wi 
ventional  borrowing,  and  the  distr 
legedly  ended  up  taking  on  more  del 
it  needed.  The  district  is  suing  it: 
adviser,  Detroit-based  law  firm  Mille 
field,  Paddock  &  Stone,  which, 
knownst  to  the  district,  also  workei 
time  for  Kemper  Securities  Grou] 
which  underwrote  the  bond  issue. 

Pontiac's  woes  illustrate  what 
wrong  when  officials  with  limited 
standing  of  muni  finance  enter  into  u 
dox,  complex  borrowings.  They  rra 
too  heavily  on  their  lawyers  and 
writers,  leaving  themselves  vulner; 
what  could  later  be  viewed  as  poor 
and  conflicts  of  interest.  "We  ended 
ing  something  that  was  entirely  di 
from  what  we  thought  we'd  do  in  1 
ginning,"  says  the  district's  financial 
er,  Ronald  G.  Erickson.  "You  sort 
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elan's  chief  fund-raiser,  asked  bond 
/isers  for  $1,500  contributions  to  three 
elan  political  allies.  It's  not  clear  how 
ich  money  the  solicitation,  which 
rred  a  brief  press  uproar,  brought  in. 
elan  did  not  return  calls  on  this  sub- 
t.  Sova  says  she  was  merely  sending 
etter  to  those  firms  that  had  already 
Dressed  interest  in  giving, 
ou  have  to  give."  Citizens  for  Phe- 
,  though,  has  already  collected  over 
)0,000  from  bond  professionals  who 
rk  on  Cook  County  deals,  including 
.,500  from  Goldman,  Sachs  &  Co.  and 
employees.  That's  almost  25%  of  Phe- 
's  entire  $1.75  million  campaign  war 
:st,  according  to  a  study  by  dissident 
unty  Commissioner  Maria  Pappas. 
s  a  quid  pro  quo,"  she  says.  "You 
e  to  me,  and  I'll  give  to  you."  Adds 
i  head  of  one  firm  that  handles  coun- 
business:  "If  you  want  to  be  involved 
i  bond  deal  in  Cook  County,  you  have 
give  money  to  the  politicians."  Gold- 
n  Sachs  denies  any  quid  pro  quo.  It 
ifirms  that  it  gave  $9,500  but  won't 
timent  on  employees'  contributions, 
^awyers  are  also  players  in  political 
tls.  Last  April,  an  investment  banker 


received  a  letter  from  a 
Lansing  (Mich.)  law 
firm,  Dykema  Gossett, 
that  often  works  as  the 
state's  bond  counsel.  The 
pitch,  on  the  law  firm's 
stationery,  was  for  $100 
donations  to  Republican 
Governor  John  Engler's 
"Governor's  Club,"  to 
cover  Engler's  office  ex- 
penses. "I  have  enclosed 
25  membership  forms 
and  would  appreciate 
your  assistance  in  en- 
couraging individuals  in  your  office  to 
join,"  wrote  an  attorney  at  the  firm. 

James  P.  Kiefer,  the  Dykema  Gossett 
attorney,  says  his  letter  was  a  "personal 
voluntary  effort"  that  had  nothing  to  do 
with  his  firm.  Engler  spokesman  John 
Truscott  says  the  $200,000  to  $300,000 
the  club  raises  annually  from  many 
firms  saves  taxpayers  money  by  cover- 
ing expenses  that  the  state  might  other- 
wise have  had  to  pay  for.  "Anybody  who 
knows  John  Engler  knows  there  is  no 
quid  pro  quo,"  Truscott  adds. 

No  one  knows  the  cost  to  taxpayers 


Regulation 
of  the 
market  ranges 
from  cursory 
to  nonexistent 


from  such  arrange- 
ments. Although  the 
SEC  is  trying  to  gather 
data,  it's  difficult  to  fig- 
ure out  how  much 
muni-bond  underwriters 
give  to  state  and  local 
officials.  But  in  the  1991- 
92  election  cycle,  the 
top  12  municipal-bond 
underwriting  firms'  po- 
litical action  committees 
alone  contributed  as 
much  as  $2.3  million  to 
state  and  local  politi- 
cians, estimates  Political  Finance  &  Lob- 
by Reporter,  a  Washington  newsletter. 
That  doesn't  include  contributions  by  in- 
dividuals at  those  firms,  which  is  be- 
lieved to  be  an  even  larger  honey  pot. 

Taxpayers  may  take  another  hit  when 
securities  firms  that  work  as  advisers  to 
muni  issuers  also  serve  as  underwrit- 
ers or  have  links  to  them.  Such  an  ar- 
rangement can  give  the  securities  firm 
an  incentive  to  recommend  excessively 
costly  or  unnecessary  services.  Research 
by  Securities  Data  Co.  shows  that  fi- 
nancial advisers  have  simultaneously  act- 


THE  HIDDEN 
CLIENT 

A  Michigan 
school  district 
learns  that 
its  lawyers 
serve  two 
masters 


l've  been  had." 
iac  school  offi- 
,nted  to  tap  the 
larket  to  raise 
a  cover  the  dis- 
budget  deficit 
•ious  operating 
ut  they  worried 
e  debt  service 
>rce  Pontiac  to 
ie  property-tax 
le  solution:  de- 
nterest  bonds, 
own  as  capital 
ition  bonds,  or 
ike  zero-coupon 
3S,  CABs  are  is- 
a  discount  to 
ice  value,  and 
payments  are  deferred  for  years, 
of  Michigan  school  districts  have 
:abs  in  recent  years,  often  using 
and  Miller  Canfield. 
EBT.  At  first,  Pontiac's  bond  issue 
ike  a  success.  School  renovations 
ler  way,  and  voters  avoided  a 
tax  rate.  But  by  the  spring  of 
strict  officials  started  to  appre- 
e  cabs'  long-term  cost.  While  a 
nal  fixed-rate  bond  incurs  the 
terest  costs  every  year,  a  zero- 
bond  entails  rising,  albeit  de- 
interest  costs.  The  interest,  in 
effectively  compounded.  Pontiac 
d  less  than  $36  million  with  cabs, 
oday's  dollars,  the  district's  total 
ts  on  those  bonds  will  exceed 
[Hon,  says  Dennis  R.  Pollard,  the 
i  attorney.  What's  more,  Erickson 


says,  partly  because  Miller  Canfield  attor- 
neys allegedly  told  district  officials  they 
would  receive  extra  state  aid  if  they  is- 
sued certain  other  bonds  in  addition  to 
the  CABs,  the  officials  decided  to  borrow 
millions  more  than  originally  planned. 

In  July,  1992,  the  district  sued  Miller 
Canfield,  claiming  it  relied  on  the  firm's 
advice  when  planning  its  borrowing.  And 
it  alleged  that,  when  it  was  working  for 
Kemper  and  the  district  simultaneously, 
Miller  Canfield  didn't  adequately  warn 
district  officials  about  drawbacks  in  its 
borrowing  strategy.  Says  Pollard,  "If 
they  had  an  undivided  loyalty  to  their 
client,  we  maintain  they  would  have  told 
us  the  pluses  and  minuses."  He  main- 
tained in  The  Bond  Buyer  last  fall  that 
"the  interests  of  Kemper  prevailed  over 
the  interests  of  Pontiac  schools." 


Joel  L.  Piell,  chairman  of  the  public- 
law  department  at  Miller  Canfield,  con- 
cedes his  firm  did  not  disclose  the  link  to 
Kemper  to  the  district,  which  "should 
have  been  done."  However,  he  says,  "we 
did  not  act  in  any  way  which  was  con- 
flicting with  the  school  district."  George 
T.  Stevenson,  the  Miller  Canfield  attor- 
ney who  worked  on  the  deal,  said  in  a 
deposition  for  the  suit  that  advising  on  fi- 
nancial considerations  is  "primarily  the 
responsibility  of  the  financial  adviser." 

Richard  Allen,  the  Kemper  senior  vice- 
president  who  worked  with  Pontiac,  says 
it's  common  for  a  law  firm  to  work  for 
both  issuer  and  underwriter  to  save 
costs.  From  the  Pontiac  school  district's 
standpoint,  that  would  seem  to  have 
been  a  false  economy. 

By  Kelley  Holland  in  New  York 
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ed  as  underwriters  on  265  muni  deals  al- 
ready this  year.  Having  one  firm  serve 
dual  roles  creates  a  huge  conflict  of 
interest,  says  F.  John  White,  chief  exec- 
utive officer  of  Public  Financial  Man- 
agement Inc.,  a  Philadelphia  advisory 
firm.  "We  take  the  position  that  it's  hard 
to  be  in  both  businesses,  let  alone  do 
both  things  on  the  same  deal,"  he  ar- 
gues. Some  interlocking  relationships  go 
further.  One  case  involved  Mark  S.  Fer- 
ber,  who  for  several  years  acted  as  ad- 
viser and  banker  to  the  Massachusetts 
Water  Resources  Authority.  He  was  dis- 
missed by  the  authority  in  July  under  a 
cloud  of  conflict-of-interest  allegations. 

Lawyers  and  securities  firms  often 
dazzle  small  municipalities  with  exotic— 
and  expensive— financial  strategies  used 
by  larger  issuers  that  unsophisticated 
officials  may  not  fully  understand. 
"There's  a  herd  mentality  about  new 
structures,"  says  Allen  Proctor,  execu- 
tive director  of  the  New  York  City  Fi- 
nancial Control  Board.  In  Michigan,  for 
example,  dozens  of  school  districts  have 
issued  deferred-interest  bonds  whose  fi- 
nal cost  will  likely  far  exceed  what  the 
tab  would  have  been  for  conventional 
bonds  (page  46).  One  of  the  school  dis- 
tricts was  advised  by  a  law  firm  that, 
unbeknownst  to  the  district,  worked  for 
both  the  district  and  its  underwriter. 


Many  municipalities  get  burned  by 
venturing  into  swaps— contracts  designed 
to  help  municipalities  guard  against 
changing  interest  rates.  Consider  the 
Pittsburgh  Parking  Authority,  which 
sold  a  $62.1  million  bond  issue  in  June, 
1989.  It  then  entered  into  an  interest- 
rate  swap  agreement  with  Merrill  Lynch 
for  a  hefty  $4.7  million  fee.  A  study  by 
Lehman  Brothers  concluded  that  the 
PPA's  swap  could  cost  as  much  as 
$812,000  rather  than  saving  the  authority 
$809,000  as  Merrill  had  predicted.  Merrill 
disputed  the  Lehman  study.  After  the 
PPA  threatened  legal  action,  the  dispute 
was  resolved  to  both  parties'  "mutual 
satisfaction,"  says  Merrill.  Marion  Wise, 
the  ppa's  current  finance  director,  says 
the  PPA  "just  got  in  way  over  their 
heads." 

HIDDEN  RISKS.  Although  taxpayers  pick 
up  much  of  the  tab  for  muni  abuses,  in- 
vestors also  surfer  painful  hits.  To  be 
sure,  except  for  the  inevitable  risks  from 
interest-rate  movements,  owning  rated 
muni  bonds  is  relatively  safe.  In  dollar 
value,  about  90%  of  the  $157  billion  in 
munis  issued  in  1991  were  rated  by  at 
least  one  of  the  major  rating  agencies. 

But  owning  unrated  muni  bonds, 
which  make  up  nearly  one-third  of  the 
total  number  of  bonds  in  the  market  in 
1991,  can  be  risky.  Investors  often  don't 


realize  that  higher  yields  on  unrasc 
muni  bonds  mean  they  are  taking  rr.r» 
credit,  or  default,  risk.  Muni  insuin 
protect  buyers  of  many  large  isse! 
against  default,  but  some  60%  of al 
muni  issues— including  many  rateda; 
well  as  unrated— are  not  insured.  "It  i 
real  quagmire.  Investors  are  not  v. 
formed.  When  they  hear  of  a  muni  bai 
with  a  good  coupon,  and  it's  tax-f.*e 
they  don't  understand  the  risks,"  s{-| 
Dr.  George  Massell,  70,  of  Seabrijiis 
N.J.,  who  lost  $130,000  when  unra* 
bonds  issued  by  two  nursing  hoie 
defaulted. 

The  default  rate  for  unrated  bondj  i 
a  controversial  issue.  Muni-bond  infoi 
tion  and  brokerage  firm  J.  J.  Kenny  or 
a  part  of  s&P,  says  1.93%  of  unvs& 
munis  defaulted  from  1980  to  1991.  fir 
Bond  Investors  Assn.  pegs  it  at  a 
high  7%  for  a  similar  period.  Whatqq 
the  default  rate,  tax-exempt  health-cn 
bonds  figure  prominently,  makingai 
76%  of  all  nonrated  bond  defaults,  sy\ 
J.J.  Kenny.  In  Florida,  $20  millioiij 
unrated  health- care  bonds  went  su 
about  one  year  after  the  offering,  lad- 
ing investors  with  big  losses  and  sp- 
ring lawsuits  alleging  fraud  and  pc| 
disclosure  (page  54). 

Similar  charges  surrounded  $21  mid 
in  unrated  bonds  issued  by  Patntj 


THE  INVESTMENT  BANKER  WHO  PLAYED  BY  HIS  OWN  RULES 


■  n  the  world  of  public  finance,  Mark 
I  S.  Ferber  enjoyed  an  ostensibly  envi- 
■  able  position.  He  was  financial  ad- 
viser to  a  Massachusetts  water  authority, 
the  state  of  Michigan,  and  the  city  of 
Washington,  all  of  which  re- 
lied on  him  to  help  choose 
which  firms  would  underwrite 
muni-bond  issues.  At  the  same 
time,  Ferber  was  an  invest- 
ment banker,  most  recently  for 
First  Albany  Corp.,  which 
underwrites  muni  issues.  He 
was  previously  employed  at 
Lazard  Freres  &  Co.,  where 
he  entered  into  a  fee-splitting 
contract  with  Merrill  Lynch  & 
Co.  Lazard  and  Merrill  are 
also  muni  underwriters. 

Over  the  past  several 
months,  these  tangled  relation- 
ships have  caused  big  trouble. 
In  July,  the  Massachusetts  Wa- 
ter Resources  Authority  fired 
Ferber,  First  Albany,  and  Mer- 
rill Lynch  because  their  rela- 
tionships, says  MWRA  Execu- 
tive Director  Douglas  B. 
MacDonald,  "created  the  ap- 


pearance of  a  conflict"  and  "compromised 
the  integrity  of  our  bonds."  A  week  lat- 
er, First  Albany  fired  Ferber,  says  the 
firm.  Officials  in  Michigan  and  Washing- 
ton haven't  expressed  concerns  about 


MULTIPLE 
ROLES 

Mark  Ferber 
advised 
municipalities 
while 

splitting  fees 
with 

underwriters 
and  raising 
funds  for  pols 


similar  conflict-of-interest  issues,  :tt 
Ferber  no  longer  works  for  eithiJ 
Ferber  did  nothing  illegal  bjaj 
as  a  financial  adviser  while  woraj 
securities  firms.  His  clients  evensfl 
advice  saved  them  moigf 
his  story  shows  how.in 
lightly  regulated  world  If  i 
finance,  it's  easy  for  invst 
bankers  to  play  by  thirl 
rules.  Securities  &  Ejh 
Commissioner  Richard  f.; 
erts  says  Ferber's  activp 
olate  everything  that  1 1 
cial  adviser  is  supposa  \ 
about:  impartiality,  obictl 
third-party  advice." 

Ferber  denies  any  vbj 
ing.  About  the  fee-splitm 
tract  with  Merrill,  hi  ( 
"The  contract,  as  revile 
the  time  by  Lazard's  {e\ 
counsel  and  as  draftli 
major  New  York  law  ljto 
not  violate  any  lawsjfi 
tions,  ethical  standards  >r 
ciary  duties  owed  byph 
any  other  financial  tv] 
Lazard's  comment:  "?lt 
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int  Development 
thority  to  finance  a 
:el  and  marina  de- 
opment  in  Charles- 
i,  S.  C.  In  August, 
(8,  the  half-finished 
>ject  stopped  mak- 

interest  payments, 
report  by  state  au- 
w  Edgar  A.  Vaughn 
nd  "little  evidence 
iccurate  projections, 
>rly  documented 
itractual  arrange- 
nts . . .  and  a  general 
k  of  any  strong, 
t-conscious  over- 
ht."  The  authority 
1  other  parties  re- 
Ltly  settled  a  bond- 
ders'  suit  alleging 
ufficient  disclosure 
hout  admitting  lia- 
ty.  A  Patriots  Point 
estment  banker 
ned  in  the  suit  was 
n  Reardon,  the  son- 
aw  of  Senator  Ernest  F.  Hollings  (D- 
].),  who,  along  with  Senator  Strom 
irmond  and  other  politicians,  appoints 

authority's  members.  Says  Lawrence 
Fox,  an  attorney  for  Reardon's  in- 
tment  bank,  J.  B.  Hanauer  &  Co.: 
e  think  the  authority  should  have 
le  forward  and  completed  the  pro- 


Ian,  cen 

ten  His  campaign  collected  over  $400,000  fro 
bond  professionals  who  work  on  county  deals 


ject  and  paid  the  bondholders."  A  Hol- 
lings spokesman  says  there  is  no  connec- 
tion between  his  family  tie  to  Reardon 
and  Hanauer's  selection  as  Patriots 
Point's  underwriter. 

Momentum  is  building  to  clean  up  the 
muni  market.  States  including  New  Jer- 
sey and  Florida  are  implementing  re- 


forms.  Although  many 
state  and  local  politi- 
cians defend  the  cur- 
rent system  and  are 
trying  to  prevent  any 
federal  regulation, 
some  useful  reforms 
can  be  made  without 
unduly  diminishing 
states'  independence. 
Measures  might  in- 
clude stiffer  disclosure 
requirements  for  is- 
suers and  a  ban  on 
campaign  contributions 
from  firms  involved  in 
muni  deals. 

Politicians  and  muni- 
industry  partisans  who 
argue  that  much  of  the 
muni  market  is  free  of 
abuse  have  a  point. 
Yet  the  evidence  sug- 
gests there  are  still  far 
too  many  illicit  or  un- 
seemly practices.  If  al- 
lowed to  persist,  these 
problems  could  irreparably  damage  the 
vitality  of  a  market  that  has  become 
central  to  the  health  of  the  U.  S.  finan- 
cial system. 

By  Leah  Nathans  Spiro  and  Kelley  Hol- 
land, with  Larry  Light  in  New  York,  Da- 
vid Greising  in  Chicago,  and  Michael 
Schroeder  in  Washington 


learly  envisioned  disclosure  to  Mr. 
•'s  clients."  Lazard  says  that  "he 
d  us  that  he  did  so." 
>er  began  his  career  as  budget  di- 
for  the  Massachusetts  Senate's 
&  Means  Committee  in  1979.  In 
le  jumped  to  Kidder,  Peabody  & 
a  muni-bond  specialist.  Boston 
Flynn  appointed  Ferber  head  of  a 
al  task  force  and  rewarded  him 
i  plum:  Kidder  was  named  the 
senior  bond  underwriter.  Ferber 
n  to  become  the  state's  most  pow- 
lvestment  banker.  In  1985,  he  be- 
he  financial  adviser  to  the  mwra, 
1  muni  issuer.  He  helped  choose 
writers  for  $3  billion  in  munis  to 
tp  Boston  harbor. 
>er  was  also  an  intrepid  fund-rais- 
politicians  who  hired  him  for  bond 
One  investment  banker  remem- 

i  'erber  arranging  for  the  banker 
at  with  Boston's  mayor  at  the 
Raymond  L.  Flynn.  Just  before 
ieting,  Ferber  asked  the  banker 
3,000  contribution  for  Flynn. 
to  Ferber's  multiple  roles,  invest- 
lankers  sometimes  found  it  diffi- 
resist  his  fund-raising  entreat- 
ys  one  irate  banker:  "You  had  to 
>  to  Ferber  or  he's  going  to  ding 

a  cause  you  didn't  help  his  client." 

[  Vayne  A.  Budd,  Ferber's  attor- 


ney: "Mark  Ferber  never  stated  or  im- 
plied, directly  or  indirectly,  that  the  fail- 
ure to  contribute  to  a  candidate  of  his 
choice  would  have  any  adverse  conse- 
quences of  any  kind." 

Ferber's  troubles  began  in  early  July, 
when  the  MWRA  learned  details  about 
his  contract  with  Merrill  Lynch,  then 
one  of  the  agency's  senior  underwrit- 
ers. Under  the  contract,  Ferber  was 
compensated  for  selling  swap  contracts, 
which  can  cut  interest  costs,  to  municipal 
officials.  Between  June,  1990,  and  Janu- 
ary, 1993,  Ferber  received  $2.8  million 
from  Merrill,  says  the  mwra's  McDon- 
ald. Ferber,  he  says,  disclosed  his  Merrill 
relationship,  but  not  his  compensation. 
"When  you're  whispering  in  our  ear  as 
our  fiduciary,  you  can't  go  sign  a  secret 
treaty,"  says  McDonald.  Merrill  insists 
the  contract  was  "proper,  ethical,  and 
legal."  First  Albany  declined  comment. 
The  Massachusetts  inspector  general  is 
investigating  Ferber's  mwra  dealings. 
ON  hold.  Ferber  was  treated  more  kind- 
ly by  officials  in  Washington.  While  at 
Lazard,  he  served  as  the  co-financial  ad- 
viser to  the  city  in  1991  and  1992.  He 
recommended  that  the  city  do  two  swap 
deals  with  Merrill,  says  Ellen  M.  O'Con- 
nor, Washington's  deputy  mayor  for  fi- 
nance. O'Connor  says  Ferber  told  her 
that  he  had  "some  arrangement  with 


Merrill,"  but  Ferber  didn't  tell  her  about 
his  compensation.  Does  O'Connor  view 
Ferber's  Merrill  relationship  as  a  con- 
flict of  interest?  "I  don't  know  enough 
about  the  financial  markets  to  make  a 
statement  about  that,"  she  replies. 
O'Connor  and  Merrill  say  they  didn't 
pay  Ferber  any  extra  fees  for  swaps. 

In  Michigan,  Ferber  was  a  financial 
adviser  from  August  1,  1991,  until  July 
31,  1992.  During  that  time,  the  state 
hired  Merrill  as  senior  underwriter  on 
one  $540  million  bond  issue,  according  to 
Securities  Data  Co.,  but  didn't  use  Mer- 
rill for  swaps.  According  to  Ferber's  at- 
torney and  Merrill,  Ferber  told  state  of- 
ficials that  he  had  an  "economic  rela- 
tionship" with  Merrill  but  gave  no  specif- 
ics because  the  deal  was  "a  private  con- 
tract between  private  business  parties." 

Asked  about  a  possible  conflict  be- 
tween Ferber  and  Michigan,  State  Treas- 
urer Douglas  B.  Roberts  declined  to 
comment.  He  says  that  while  he  was 
satisfied  with  Ferber's  performance,  Fer- 
ber and  First  Albany  are  no  longer  un- 
der contract  with  Michigan. 

For  now,  Ferber's  career  is  on  hold. 
His  next  major  role  may  be  on  Capitol 
Hill:  testifying  this  fall  before  congres- 
sional hearings  on  the  muni  market. 

By  Geoffrey  Smith  in  Boston,  with 
Leah  Nathans  Spiro  in  New  York 
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Choose  the  fish  on  the  left  This  principle  is  fundamental  Especially  at  a  time  when  rap 

and  when  you're  done,  all  you  to  the  Andersen  Consulting  sweeping  change  is  one  of  th 

end  up  with  is  a  check.Take  the  approach.  A  one-time  solution,  few  business  constants, 

other  and  you've  got  skills  that  no  matter  how  appealing  at  first,       Andersen  Consulting  can  r 

could  serve  you  indefinitely.  is  ultimately  of  limited  value.  you  develop  lasting  strength 


I  id  flexibility  through  alignment 
\ :  strategy,  technology,  process 

id  people.  Instead  of  a  solution 
3  lat's  consumed  quickly,  we 

:fer  organizations  the  means 


to  keep  changing  and  improving. 

As  they  say,  give  a  man  a  fish 
and  he'll  eat  for  a  day.  Teach  a 
man  to  fish  and  he  can  afford 
a  good  wine  to  go  with  it. 


Andersen 
Consulting 


William  C.  Ayres  remembers 
all  too  well  the  call  he  re- 
ceived in  early  1991  from  a 
broker  with  Rickel  &  Associates  Inc.  in 
Millburn,  N.J.  The  broker  was  hyp- 
ing a  hefty  10.5%  coupon  rate  on  some 
bonds  for  Florida  retirement  homes-a 
full  point  higher  than  the  rates  on  sim- 
ilar tax-free  bonds.  Ayres,  a  retired 
Air  Force  fighter  pilot,  checked  out 
the  bonds'  official  statement  (in  effect 
the  prospectus  for  a  muni  bond)  and 
studied  some  additional  financial  infor- 
mation. The  bonds  seemed  worth  the 
risk,  so  he  sprang  for  $250,000  worth. 
Today,  his  securities  are  worthless,  and 
Ayres  is  livid.  "I've 
learned  that  if  it  sounds 
too  good  to  be  true,  it 
probably  is,"  he  says.  "I 
got  lied  to"  by  the  home 
operators. 

"Caveat  emptor"  should 
have  been  stamped  on  the 
bonds.  The  official  state- 
ment said  that  the  secur- 
ities carried  a  high  degree 
of  risk  and  outlined  nu- 
merous factors  that  could 
reduce  the  profitability  of 
the  retirement  homes  that 
were  backing  them.  Al- 
though issued  by  the  city 
of  North  Miami,  they 
were  backed  only  by  rev- 
enues from  the  retirement 
homes.  Beyond  that,  the 
bonds  had  not  been  rated 
by  a  credit  agency. 
red  flags.  But  the  risks 
may  have  extended  fur- 
ther, perhaps  even  in- 
volving fraud.  Four  mutu- 
al funds  run  by  Allstate 
Insurance,  Dreyfus,  and 
Merrill  Lynch,  which  were 
also  investors,  have  sued  many  of 
those  involved  in  the  deal,  though  not 
the  city  of  North  Miami,  alleging  that 
the  homes  were  poorly  managed  and 
that  their  financial  condition  was  con- 
cealed. Scott  L.  Warfman,  a  lawyer  for 
the  retirement-home  operator,  Mea- 
dowcroft  Management  Group,  replies 
that  allegations  of  fraud  "are  complete- 
ly untrue." 

Most  revenue  bonds,  secured  by 
such  facilities  as  toll  roads,  perform 
without  a  hitch.  But  this  deal  had  red 
flags  from  the  start.  The  sad  saga  be- 
gan in  1987,  when,  along  with  other 
investors,  Meadowcroft— a  Toronto 
nursing-home  developer  headed  by 
George  Kuhl— started  buying  three  Mi- 


ami-area retirement  centers  for  a  total 
of  $5.8  million.  Warfman  says  his  client 
spent  an  additional  $6  million  on  reno- 
vations—a claim  bondholders  disputed. 
By  1990,  though,  the  retirement  homes, 
which  still  needed  major  improve- 
ments, were  making  little  if  any  profit. 
CREDIT  CRUNCH?  Warfman  says  Kuhl 
decided  to  sell  "because  he  was  not 
happy  with  the  project."  Bondholders 
allege,  and  Warfman  denies,  that 
Kuhl's  group  needed  money  fast  be- 
cause of  pressure  from  Royal  Bank  of 
Canada  to  repay  loans.  The  bank  de- 
clined to  comment. 

The  best  way  to  cash  out,  Kuhl  fig- 


SCRAP 
PAPER 

William 
Ayres's 
$250,000 
worth  of 
retirement- 
home  bonds 
are  worthless 
"If  it  sounds 
too  good  to 
be  true,  it 
probably  is" 


ured,  was  the  municipal-bond  market. 
Armed  with  audits,  appraisals,  and  oth- 
er expert  opinions,  he  persuaded  the 
North  Miami  Health  Facilities  Author- 
ity, a  city  agency,  to  help  sponsor  bond 
issues  totaling  $20  million.  Says  David 
M.  Wolpin,  North  Miami's  attorney: 
"Our  interest  was  in  seeing  [the  re- 
tirement homes]  continue  as  a  resource 
in  the  area." 

The  arithmetic  did  not  make  much 
sense.  Annual  interest  payments  on 
the  bonds  would  start  at  $1.7  million 
and  would  rise  in  subsequent  years— 
but  during  the  three  years  that 
Meadowcroft  had  operated  the  three 
facilities,  they  had  never  generated 
more  than  $.'380,000  in  annual  operating 


income.  And  the  retirement  homi 
were  on  average  half  empty,  accordii] 
to  the  offering  document. 

But  Kuhl's  group  argued  that 
could  increase  occupancy  to  95%  wit 
in  18  months— all  the  while  chargiii 
patients  top  dollar.  And  the  boni 
were  issued  on  Aug.  31,  1990,  by  t| 
North  Miami  authority,  which  did 
have  any  financial  risk.  Kuhl's  groij 
netted  $12.3  million  from  the  proceeq 
But  Meadowcroft  wanted  an  addition 
$4  million.  So  the  underwriter,  V| 
Kampen  Merritt  Inc.  in  Philadelphia, 
sued  subordinated  bonds  with  a  fa| 
value  of  $4  million  and  gave  them 
Meadowcroft. 

Instead  of  holding  tl 
bonds,  as  the  city  ai 
bond  funds  expecte 
Kuhl's  group  unload* 
them  at  a  deep  discou 
for  about  $1.6  million 
Rickel  &  Associates.  I 
early  1991,  Rickel's  br 
kers  had  resold  the  bom 
to  the  19  individuals  at 
25%  profit. 

GRIM  smiles.  The  bon 

holders'  suits  allege  th 
Kuhl's  group  knew  tl 
homes  had  little  likeliho< 
of  succeeding.  "The  horn- 
were  already  crumblii 
physically  and  financial 
by  the  fall  of  1990,"  alle 
es  J.  Michael  Rediker,  tl 
individual  bondholders'  £ 
torney.  Warfman  deni 
the  charge,  though  1 
concedes  "some  marketii 
problems"  existed.  Sin* 
issuers  are  not  requin 
to  disclose  informatic 
once  bonds  have  been 
sued,  investors  were 
the  dark  about  the  performance  of  tl 
retirement  homes. 

The  bonds  defaulted  in  Octobe 
1991— little  more  than  a  year  after  th< 
were  issued— and  a  bank  trustee  b 
gan  liquidating  in  May,  1992.  The  boi 
mutual  funds  will  be  lucky  to  get  21 
on  the  dollar.  But  the  subordinat* 
bonds  are  worth  zero. 

Not  everyone  has  been  a  loser, 
dozen  lawyers,  underwriters,  and  ot 
er  financial  advisers  pocketed  close 
$2  million  in  fees,  according  to  Wai 
man.  He  maintains,  though,  that  Kuh' 
investment  group  lost  $1.5  million, 
so,  it  may  be  the  only  thing  about  th 
deal  to  make  investors  happy. 

By  Michael  Schroeder  in  Washing h 
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1UNIS 101: 

ASIC  SELF-DEFENSE 


;n  in  a  rough-and-tumble  arena,  homework  will  pay  off 


One  bank  executive  calls 
it  "a  cross  between  an 
oriental   bazaar   and  a 
Charlie  Chaplin  movie." 
Other  market  watchers 
just  shake  their  heads  and 
mutter  about  chaos.  "It" 
is  the  system  for  trading 
municipal  bonds— the  Wall 
Street  equivalent  of  a 
huge  used-car  lot. 
Inlike  the  New  York  Stock  Exchange, 
;re  2,089  common  stocks  are  listed, 
NASDAQ,  where  about 

0  issues  trade,  there  is 
central  marketplace  for 
ling  the  1.5  million  dif- 
mt  municipal  bond  is- 
3,  only  a  fraction  of 
:h  get  regular  coverage 
ie  press. 

/hile  some  newspapers 
the  most  actively  traded 
lis,  most  smaller,  ob- 
•e  issues  get  little  no- 

and  the  average  inves- 

cannot  track  prices 
y— or  even  weekly.  For 

individual  investor, 
re  is  no  data  base,  no 
ngs,  no  computer  pro- 
ns,"  says  James  J.  Coon- 
senior  vice-president  in 
ge  of  tax-exempt  secur- 

1  for  Bank  of  New  York. 
:e  brokers  and  dealers 
is  principals,  buying  and 
ng  from  their  own  in- 
cory,  Cooner  compares 
muni  market  to  the  col- 
bles  market,  where  pric- 
is  highly  subjective.  In- 
duals  may  take  a 
i-ing  when  selling  into 
market,  since  the  mark- 
ind  costs  passed  along  by  a  broker 
be  sky-high  for  trades  of  fewer  than 
bonds  or  less  than  $100,000  in  face 
e.  It's  difficult  to  know  what  markup 
nvestor  is  paying,  since  all  costs  are 
ked  into  the  bid  or  offer  price. 

I  he  muni  market  plays  by  its  own 
I  s.  While  many  investors  assume  that 
j  broker's  bid  or  offering  price  on  a 
I  i  will  be  much  like  another's,  that's 
|  how  it  works.  John  F.  Martin  of 
I  Biscayne,  Fla.,  a  longtime  investor 


in  munis,  says  he  has  seen  a  difference 
of  as  much  as  $45  to  $50  per  $1,000  on 
the  same  bond  issue.  "The  ones  bidding 
aggressively  were  specialists  in  that 
bond  and  knew  they  had  customers  that 
they  could  sell  it  to,"  says  Martin.  "The 
others  figured  they  would  just  have  to 
sell  it  to  another  bond  house,  and  they 
had  to  be  able  to  sell  it  cheaply  enough." 
Says  Robert  B.  Lamb,  a  professor  of  fi- 
nance and  management  at  New  York 
University's  Stern  School  of  Business: 
"The  unknowing  investor  just  accepts 


Shop  around  for  the  best  bid.  Never 
accept  the  first  price  quoted.  One  way  to 
get  a  better  price:  Ask  the  broker  to  put  a 
bond  "out  for  bid."  The  broker  should  have 
a  dealer  canvass  others  for  the  highest  bid. 

Stick  to  large,  nationally  recognized 
name  bonds.  These  will  have  the  best 
marketability  and  liquidity  should  you  ever 
need  to  sell. 

Check  a  bond's  liquidity.  Ask  whether  it 
is  actively  traded  and  what  the  volume  is. 
The  number  of  entries  for  a  bond  in  The 
Blue  List,  which  tracks  dealers'  offerings, 
can  yield  clues. 

DATA:  BUSINESS  WEEK 


the  first  price  they're  given."  Savvy  in- 
vestors often  ask  their  brokers  to  put  a 
bond  "out  for  bid."  The  broker  then  has 
a  dealer  canvass  others  for  the  best  bid. 

Pricing  is  most  uniform  for  large  is- 
sues, such  as  state  and  city  bonds  or 
bonds  of  major  municipal  authorities, 
simply  because  those  markets  are  more 
liquid— there  are  more  buyers  and  sell- 
ers. But  with  smaller  issues,  getting  a 
sense  for  how  liquid  the  market  is  can 
be  tough.  Looking  at  The  Blue  List,  a 


compilation  of  dealers'  offering  prices, 
may  a  give  clue.  "If  there  are  very  few 
offerings  on  a  bond,  that  tells  you  some- 
thing" about  trading  volume,  says  John 
Markese,  president  of  the  American  As- 
sociation of  Individual  Investors. 

A  look  at  complaints  to  industry  arbi- 
tration panels  shows  that  the  pitfalls 
for  muni  investors  echo  those  in  other 
markets.  The  three  most  common 
claims,  according  to  Wilson  White,  au- 
thor of  The  Municipal  Bond  Investment 
Advisor:  Brokers  misrepresented  or 
omitted  material  facts  about  a  bond;  in- 
vestors were  sold  a  bond  not  suitable  for 
them;  and  brokers  churned  the  in- 
vestors' accounts. 

not  IN  KANSAS.  Many  arbitrations  cen- 
ter around  investors  not  being  informed 
of  a  bond's  call  features.  New  York  se- 
curities attorney  Roger  Deitz  notes  that 
in  1990,  he  paid  $7,673  for  $100,000 
worth  of  25-year  zero-coupon  Saline 
County  (Kan.)  single-family  mortgage 
revenue  bonds.  The  bonds 
offered  a  yield  to  maturity 
of  10.24%  until  the  year 
2015,  making  them  perfect 
for  the  trust  that  Deitz 
was  handling.  "My  objec- 
tive was  to  lock  in  the 
current  interest  rate  and 
have  it  compound  for  25 
years,"  he  says.  But  in 
December,  1992,  $50,000 
of  the  principal  amount  of 
the  bond  was  called. 

Deitz,  who  represents 
customers  in  securities  ar- 
bitration, knew  that  any 
call  feature  should  be  not- 
ed on  the  face  of  the  con- 
firmation slip  from  the 
brokerage  house.  But  the 
face  of  his  confirmation 
slip  had  no  mention  of  a 
call  feature.  Eventually, 
after  the  brokerage  firm 
said  it  couldn't  be  done, 
Deitz  found  a  bond  that 
would  re-create  much  the 
same  position  that  he  was 
aiming  for  with  the  origi- 
nal bond.  After  Deitz 
handed  over  funds  from 
the  called  bonds,  along 
with  the  other  bonds  from  the  original 
investment,  his  brokerage  film  agreed  to 
kick  in  the  extra  money  needed  to  re- 
place his  position  with  a  similar  bond. 

For  the  uninitiated,  buying  and  selling 
municipal  bonds  is  often  a  daunting  pros- 
pect. Pressure  for  greater  price  disclo- 
sure is  rising,  but  not  too  much  has  hap- 
pened yet.  For  individual  investors,  the 
secondary  market  is  a  classic  case  of 
buyer  beware. 

By  Suzanne  Woolley  in  New  York 
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"As  Reiationships  Strengthen 
They  Turn  Into  Alliances. 

Clients  Like  That." 


Re-engineering.  Restive  boards.  Ravenous  competitors. 
Revenue-seeking  governments.  CEOs  and  CFOs  need  strong  finan- 
cial allies  now  more  than  ever. 

Now  more  than  ever,  Chemical  is  committed  to  building  strong 
and  mutually  valuable  relationships  with  our  clients— operating  as 
banker,  advisor,  and  trading  and  investment  partner. 


Chemical 


We  forge  relationships  that  last  by  serving  clients  better  thi 
our  competitors,  by  providing  more  of  the  products  and  services 
clients  need  than  our  competitors,  by  solving  more  problems  am 
finding  more  opportunities. 

Our  broad-based  approach  produces  results.  For  example, 
rank  first  in  the  world  in  loan  syndications,  thanks  to  structuring 
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rise  and  our  strong  emphasis  on  distribution.  As  a  natural 
sion  of  these  strengths,  Chemical  Securities  Inc.  can  now 
write  and  deal  in  all  types  of  debt  securities  in  the  United 
,  including  corporate  bonds. 

Chemical  also  has  leadership  positions  in  trading,  treasury, 
rate  finance,  operating  services  and  capital  markets  activities 


worldwide.  And,  at  a  time  when  others  have  retreated  from  interna- 
tional arenas,  we  have  a  global  network  across  35  countries. 

Our  formidable  market  presence,  growing  capital  strength  and 
higher  credit  ratings  have  demonstrably  increased  our  usefulness 
to  our  clients.  Put  Chemical  to  the  test.  We're  a  financial  ally  with  a 
multitude  of  strengths. 


Expect  more  from  us: 


Chemical  Securities  Inc  -Member  SIPC 


INFORMATION  SERVICES  I 


ALL  THE  HEWS 
THAT  ENRICHES 


Michael  Bloomberg's  news  empire  is  growing — maybe  too  fast 


Ask  Matthew  Winkler  to  name  his 
journalistic  model,  and  he  doesn't 
hesitate:  Joseph  Pulitzer's  New 
York  World.  "It  went  where  newspapers 
had  never  gone  before,"  says  Winkler. 
"It  embraced  the  20th  century  in  an  ex- 
citing way."  As  editor  of  Bloomberg 
Business  News,  Winkler  has  a  similarly 
lofty  goal.  He  wants  his  news  service  to 
be  a  prototype  for  the  electronic  news 
company  of  the  21st  century. 

To  succeed,  though,  Winkler  will  need 
another  Joe  Pulitzer.  And  his  boss  would 
seem  an  improbable  choice.  Michael 
Bloomberg  makes  his  money  by  leasing 
a  desktop  machine  through  which  he 
distributes  financial  data  to  Wall  Street 
traders,  bankers,  and  analysts.  Every- 
thing this  onetime  equity  trader  says 
or  does  is  calculated  to  lease  more  of 
them.  "I'd  love  to  win  Pulitzer  prizes," 
says  Bloomberg,  who  owns  about  65%  of 
the  news  service  and  its  parent,  Bloom- 
berg Limited  Partners.  "But  the  short- 
term  way  of  measuring  success  is  how 
many  terminals  we  sell." 
BIG  PUSH.  So  why  is  Winkler  even  em- 
barking on  such  a  crusade?  Because 
Bloomberg  believes  that  becoming  a  me 
dia  potentate  will  boost  sales  of  his  ter- 
minals. Journalists  might  find  that  a 
prosaic  motive.  But  Bloomberg  has  al- 
lowed Winkler  to  assemble  the  most  am- 
bitious worldwide  news  organization 
since  c\N.  In  little  more  than  three 
years,  Winkler,  a  scrappy  former  re- 
porter for  The  Wall  Street  Journal,  has 
hired  170  reporters  and  editors  to  staff 
39  news  bureaus  from  Tokyo  to  New 
York  to  London. 

What's  more,  the  news  service  is  only 
one  of  several  new  media  ventures.  Last 
year,  Bloomberg  bought  a  New  York  ra- 
dio station,  which  he  converted  to  a  24- 
hour  all-news  format.  He  also  built  a 
small  TV  studio  in  his  bustling  Manhat- 
tan newsroom  to  tape  interviews  with 
corporate  chieftains.  He  is  outfitting  his 
terminals  so  they  can  show  photos  taken 
from  the  interviews  and  play  snippets 
from  the  radio  station.  Some  of  the  in- 
terviews also  appear  on  cable  services 
such  as  USA  Network.  And  Bloomberg 


has  even  started  a  glossy  monthly  mag- 
azine that  offers  everything  from  chatty 
profiles  to  dense  studies  of  option-ad- 
justed spread  analysis. 

Bloomberg's  strategy  is  simple:  He 
wants  to  offer  his  data  in  as  many  me- 
dia as  possible.  So  he  is  even  mulling  a 
further  push  into  TV,  perhaps  with  a 
cable  network.  And  rivals  and  employ- 
ees are  asking:  Does  Mike  Bloomberg 
want  to  be  the  next  Ted  Turner?  Or 
does  he  still  regard  news  as  an  extra  bit 
of  data,  to  be  peddled  alongside  his 
stock  quotes  and  yield-curve  charts? 

Until  now,  the  51-year-old  Bloomberg 
has  made  his  name  in  the  world  of  num- 
bers rather  than  letters.  A  former  head 
of  the  equity  trading  desk  at  Salomon 
Brothers  Inc.,  Bloomberg  started  his 
company  in  1981  with  money  he  netted 
from  the  sale  of  Salomon  to  Phibro 
Corp.  Since  breaking  into  the  $2.5  billion 
market  for  real-time  financial  data, 
Bloomberg  has  used  low  prices,  cracker- 
jack  technology,  and  assiduous  customer 
service  to  take  on  giants  such  as  Reu- 
ters Holdings  PLC  and  Dow  Jones  &  Co. 
With  29,000  terminals,  Bloomberg  is  still 
way  behind  the  200,000  of  Reuters  and 
95,000  of  Dow  Jones  Telerate,  though 
his  52%  growth  in  terminals  in  1992  out- 
stripped both. 

Reuters  and  Dow  Jones  are  also  bol- 
stering their  multimedia  capabilities, 
though,  and  both  have  more  resources 
to  do  it  (table).  For  Bloomberg,  branch- 
ing into  capital-intensive  areas  such  as 
radio  and  TV  could 
drain  away  cash  he 
needs  to  stay  ahead 
in  technology:  "Peo- 
ple are  wondering  if 
he  is  spreading  him- 
self too  thin,"  says 
Margaret  T.  Fischer, 
director  of  the  elec- 
tronic information 
practice  at  market 
researcher  Link  Re- 
sources Corp. 

Bloomberg  insists 
media  services  are 
simply    a  shrewd 


way  to  market  his  core  product.  Ee 
time  he  introduces  a  new  one,  he  sa 
sales  jump.  In  1989,  when  he  start 
the  wire  service,  he  had  7,500  subscr 
ers.  Today,  he  is  pushing  29,000.  L 
year,  he  sold  terminals  at  a  rate  of  651 
month.  Since  the  radio  station,  WE 
went  on  the  air  in  January,  he  has  b( 
selling  more  than  900  a  month,  at  $1, 
per  terminal.  On  a  recent  trip  to  IV 
nich,  Bloomberg  says  his  German  ho 
all  wanted  to  talk  about  WBBR:  "Eve 
body  wants  to  be  involved  in  med 
That's  all  they  talk  about." 

No  question,  Bloomberg's  revem 
have  spiraled  along  with  his  visibili 
This  year,  his  company,  which  is  3 
owned  by  Merrill  Lynch  &  Co.,  shoi 
generate  an  estimated  $382  million 
revenue,  compared  with  less  than 
million  in  1989.  Bloomberg  won't  c 
close  profits, 
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•LOOMBERG 


SAYS  EVERY  TIME 


HE  STARTS  A  NEW 


VENTURE,  SALES 
OF  HIS  MACHINES 


JUMP.  "EVERYBODY 


WANTS  TO  BE 


INVOLVED  IN 


MEDIA.  THAT'S  ALL 


THEY  TALK  ABOUT," 


HE  SAYS 


lard  J.  MacDonald,  a  media  analyst 
Vasserstein  Perella  Securities  &  Co., 
res  he  generates  an  annual  cash  flow 
p  to  $200  million. 

o  far,  Bloomberg  has  run  his  media 
tures  on  a  shoestring.  Bloomberg 
mess  News  has  a  budget  of  only  $9 
ion  a  year.  As  Winkler  hires  new 
•rters  to  reach  his  target  of  250  staff- 
though,  those  costs  will  rise.  And 
e  Bloomberg  bought  his  radio  station 
a  low  $13.5  million,  it  has  won  few 
ners  and  is  losing  money.  He  insists 
R  will  turn  a  profit  in  1994. 
j  'onically,  Bloomberg  jumped  into  me- 
j  as  a  defensive  strategy.  He  has  of- 
j  d  the  Dow  Jones  News  Service  on 
\  terminals  since  1982.  But  as  Bloom- 
i  i  made  inroads  on  competitors  such 
I  )ow  Jones  Telerate,  it  became  clear 
he  couldn't  rely  on 


outsiders  for  news.  Indeed,  Dow  Jones 
has  informed  Bloomberg  that  at  the  end 
of  1993,  it  will  no  longer  sell  news  from 
its  AP/Dow  Jones  joint  venture  on 
Bloomberg's  terminals  overseas.  Dow 
Jones  will  keep  selling  its  news  wire  to 
Bloomberg's  U.  S.  customers,  though  in- 
siders say  that  will  eventually  end,  too. 
OLD  HANDS.  Bloomberg  gets  exposure 
for  his  news  service  by  offering  it  gratis 
to  52  papers,  including  The  New  York 
Times  and  The  Boston  Globe.  After  two 
years  of  relying  on  fairly  green  report- 
ers, Winkler  has  used  his  budget  to  lure 
more  seasoned  hands  with  experience 
at  publications  such  as  the  Times,  The 
Wall  Street  Journal,  and  business  week. 
"The  first  year  was  'show  up  and  throw 
up,' "  says  Winkler.  "Now  we  want  to 
provide  stories  that  can  stand  scrutiny 
on  any  platform." 

The  bulk  of  Bloomberg's  1,700  daily 
stories  are  still  cut- 
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and-dried  summaries  of  inter- 
est-rate fluctuations  or  cor- 
porate earnings.  Winkler, 
though,  is  urging  his  report- 
ers to  range  more  widely.  He 
recently  published  a  series 
from  Thailand,  for  example, 
which  included  a  feature  on 
child  labor.  Newspapers  say 
they  are  growing  more  confi- 
dent of  the  quality  of  Bloom- 
berg articles.  But  Larry  Ed- 
elman,  assistant  business 
editor  of  The  Boston  Globe, 
says  the  reports  still  contain 
more  inaccuracies  than  Dow 
Jones  or  Reuters. 

That  hasn't  prevented 
both  rivals  from  eyeing 
Bloomberg  warily.  "We  do 
respect  him,"  says  Julian  B. 
Childs,  executive  vice-presi- 
dent of  Telerate.  "He  is  a  vi- 
able competitor."  Andrew  M. 
Nibley,  editor  of  Reuters 
America,  says  Bloomberg  re- 
mains a  secondary  news 
source.  But  that  has  advan- 
tages: Bloomberg  has  carved  out  spe- 
cialties in  areas  such  as  bond-market 
coverage.  Now  Nibley  wants  to  bolster 
Reuters'  reporting  on  bonds. 

A  bigger  issue  is  whether  there  is  a 
market  for  stories  that  stray  beyond 
pure  business.  John  Sabre,  a  managing 
director  of  Indosuez  Capital,  says  he  val- 
ues the  Bloomberg  machine  for  its  trove 
of  information  about  the  underwriters 
of  bonds.  But  as  for  nonfinancial  news: 
"I  don't  care  what's  going  on  in  Sarajevo 
at  5:04  p.m.,"  he  says. 

Bloomberg  may  also  be  vulnerable  if 
he  continues  to  insist  on  selling  his  news 
and  data  only  to  subscribers  who  lease 
his  machines.  Rivals  offer  services  via 
personal  computers  and  even  through 
competing  systems.  Even  fans  are  frus- 
trated by  not  being  able  to  transfer  his 
data  into  their  computers:  Bill  Michael- 
check,  chairman  of  Mariner  Investment 
Group,  says  he  favors  Knight-Ridder 
Inc.  terminals  for  that  reason. 

Beyond  such  nitty-gritty  issues,  one 
has  to  wonder  whether  Bloomberg  has 
the  news  business  in  his  blood.  He 
wants  his  wire  service  to  be  as  hard-hit- 
ting as  its  more  established  brethren. 
Yet  he  is  bothered  by  the  visceral  skep- 
ticism of  journalists:  "When  someone 
comes  up  and  smiles  sweetly  at  you, 
you're  normally  receptive,  unless  you're 
a  journalist,  in  which  case,  you're  won- 
dering what's  up  their  sleeve."  Given 
what  Bloomberg  has  already  pulled  out 
of  his  sleeve,  his  rivals  had  better  not  be 
distracted  by  his  smile. 

By  Mark  handler  in  New  York 
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DEFENSE  I 


THE  GODFATHER  OF  STEALTH 
WON'T  SLIP  THIS  ONE  BY 


To  overhaul  Pentagon  purchasing,  Bill  Perry  will  have  to  go  to  war 


eputy  Defense  Secretary  William 
IJ.  Perry  is  a  Pentagon  rarity: 
someone  with  a  track  record  for 
overcoming  bureaucratic  resistance  and 
cutting  through  red  tape.  As  a  top  De- 
fense official  in  the  Carter  Administra- 
tion, Perry  championed  radar-evading 
stealth  technology  and  cruise 
missiles  over  the  objections  of 
skeptical  generals  and  admi- 
rals. And  he  slashed  a  decade 
off  typical  development  time 
for  weapons,  putting  stealthy 
fighters  and  cruise  missiles 
into  production  in  four  years. 

Now  back  in  the  Pentagon 
after  12  years  in  the  private 
sector,-  Perry  js  taking  on  an 
even  tougher  task:  He  is  over- 
hauling the  way  the  Defense 
Dept.  buys  all  military  gear, 
from  tents  to  tactical  missiles. 
His  plan  involves  junking  thou- 
sands of  unique  military-prod- 
uct specifications  and  contract- 
ing practices  (table)  that  inflate 
the  Pentagon's  $45.5  billion 
procurement  budget  by  in- 
creasing manufacturers'  costs 
and  limiting  suppliers  to  those 
willing  to  jump  through  all  the 
military  hoops.  Instead,  Perry 
wants  to  replace  customized 
goods  with  off-the-shelf  com- 
mercial products.  That,  he  ar- 
gues, would  enable  Defense  to 
save  billions  in  overhead,  gain 
faster  access  to  advanced  tech- 
nology, and  broaden  its  shrink- 
ing base  of  suppliers. 
legacy.  To  succeed,  Perry  will 
have  to  shake  up  the  Pen- 
tagon's entrenched  culture  and 
defuse  opposition  on  Capitol 
Hill,  which  over  the  years  has 
imposed  strict  contracting 
practices  to  stamp  out  pro- 
curement fraud.  And  he  will  have  to 
overcome  a  history  of  procurement-re- 
form proposals  that  went  nowhere. 

Still,  Perry  has  the  backing  of  the 
White  House,  Defense  Secretary  Les 
Aspin,  and  Armed  Services  Committee 
chairmen  Senator  Sam  Nunn  (D-Ga.)  and 
Representative  Ronald  V.  Dellums  (D- 


Calif.).  And  he's  determined  to  achieve 
what  has  eluded  others.  "When  I  leave 
this  job  in  four  years,  I'd  like  to  look 
back  and  say  I've  left  some  legacy,"  he 
says.  "Acquisition  reform  is  high  on  the 
list  of  things  I'm  trying  to  change." 
Perry  seems  well  groomed  for  the 


THE  PENTAGON'S  CULTURAL  EVOLUTION 


To  save  billions  in  overhead,  which  eats  up  some  40%  of 
the  Defense  Dept.  's  procurement  budget,  Bill  Perry  would: 

JETTISON  many  of  the  35,000  specifications  that  dictate 
in  excruciating  detail  the  capabilities  of  everything  the  mil- 
itary buys,  from  fruitcakes  to  fighter  planes 


ELIMINATE  special  accounting  and  other  rules  that 
prevent  the  Pentagon  from  buying  commercial  items  from 
nondefense  contractors 


PERSUADE  Congress  to  drop  buy-American,  small- 
business,  and  other  socioeconomic  requirements  for 
military  purchases  under  $100,000 


task.  He  has  seen  military  acquisition 
from  both  sides  of  the  fence.  A  mathe- 
matician by  training,  Perry  co-founded 
esl  Inc.,  a  Silicon  Valley  defense  elec- 
tronics company,  before  becoming  De- 
fense Under  Secretary  for  Research  & 
Engineering  in  1977.  After  leaving  the 
Pentagon  in  1981,  he  became  managing 


director  of  Hambrecht  &  Quis 
San  Francisco  venture-capital  ffi 
backs  high-tech  startups,  many 
do  defense  work.  He  later  chain  a 
suiting  firm  whose  clients  includ  Ii 
heed  Corp.,  Boeing  Co.,  and  o 
military  contractors. 

In  security  circles,  Perry,  ( 
mands  respect  as  the  godfae 
stealth  and  other  sophisticated  '  a 
that  proved  effective  in  the  Pen  i 
War.  His  reputation  was  burni 
his  tenure  at  Stanford  Universit 
tigious  think  tank,  the  Center  f<Jl 
national  Security  &  Arms 
where  he  worked  with  formeiloi 
officials  on  defense  conversion,  eit 
track  record,  wide-ranging  intellt. 
a  16-year  friendship  with  Aspin  ae ! 
clout  in  the  Administri 

DRIVING  FACTOR.  Softb'i 
and  gentlemanly,  Perry  o* 
seem  the  type  to  chalk  rd 
status  quo.  But  aides  i  r  i 
suasion,  not  frontal  atf 
his  style.  "He  has  a  ki : 
putting  himself  psycho  pj 
in  the  place  of  gove  r 
and  industry  people  a 
thesizing  an  approach  I 
accept,"  suggests  Vital 
ber,  a  Perry  deputy  i 
Carter  era. 

Perry's  gracious  we 
mask  enormous  discipl  ? 
drive.  In  an  Admini< 
where  top  officials  tal 
cue  from  habitually  lat 
dent  Clinton,  Perry  is 
al.  His  "in"  box  is  crii 
with  paper  on  budge 
closure,  and  other  daj 
problems  of  the  Pentag 
he  believes  he  must  f<|as 
bigger-picture  questioi 
as  procurement  refonr 

Cost  is  the  drivingjad 
behind  Perry's  push 
experts  estimate  that 
work  required  to  comp 
onerous  rules  gobbles 
of  the  Pentagon's  procu 
budget.  "Milspecs,"  the  5\ 
specifications  that  dic|t 
minute  detail  the  cap£ 
and  even  manufacturinj  i 
od  of  everything  the  r 
buys,  are  a  key  culprit 
are  ludicrous,  such  as 
page  specs  for  lemon-pie  filling. 

Switching  to  commercial  sta|; 
could  save  the  Pentagon  a  bundl 
M.  Black,  executive  vice-presic 
Rockwell  International  Corp.,  si 
company  was  able  to  shave  neai 
off  the  price  of  global-positioni 
tern  (GPS)  receivers  the  U.  S.  Ah 
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The  NEC  Advantage  #1:  Reliability 


en  instant  communication  and  the  flow  of  critical 
rmation  is  important  to  the  success  of  your 
iness,  the  reliability  of  your  telephone  system  is 
:ial. That's  why  NEC's  NEAX®  2400  IMS  is  the 
iness  communication  system  of  choice  for  Madison 
are  Garden  and  thousands  of  other  businesses 
onwide.  And  the  reason  why  the  Garden  hasn't 
a  bad  call  for  the  past  three  years.  This  superior 
:1  of  reliability  is  the  result  of  NEC's  innovative 
inology,  including  the  NEAX  2400's  multiple-level 
indancy  And  reliability  is  just  one  example  of  how 
NEC  Advantage  works  to  your  advantage, 
b  discover  what  other  Advantages  the  pros  at  NEC 
offer  your  business  and  to  find  out  more  about 


OK*.-. 


NEC's  system  upgrade  or  replacement  packages, 
make  the  right  call  today  to  1-800-TEAM-NEC. 
Or  fax  this  coupon  to  214-518-4689. 


■M«RM 


■MMMHftl 


;'  Name. 


Title. 


Company. 
-'  Address  


City_ 


_Stale_ 


.Zip. 


Phone   :' 

Check  one  of  the  following:  •' 

 1  need  information  on  upgrading  or  enhancing  my  NEC  system.  ]! 

 1  need  information  on  replacing  our  existing  system. 

Mail  to:  NEC  Amenta.  CPE  Marketing  Group,  1555  W.  Walnut  Hill 

Lane.  Irving,  TX  75038-3796.  ? 


Celebrating  30  years  in  America. 


)3  NEC  America,  Inc. 


airs 


ordered  in  March  because  the  service 
set  only  performance  standards. 

Stringent  accounting  rules  and  the  le- 
gions of  Pentagon  auditors  that  scruti- 
nize compliance  also  boost  costs.  Now, 
some  lawmakers  think  that  has  gone  too 
far.  "While  guarding  against  waste  and 
fraud,  you  shouldn't  spend  millions  of 
dollars  trying  to  save  thousands,"  says 
Senator  Jeff  Bingaman  (D-N.  M.),  chair- 
man of  the  Senate  Armed  Services  ac- 
quisition subcommittee.  Working  with 
Perry,  Bingaman  plans  to  introduce  a 
procurement-reform  bill  early  in  1994. 

Fear  of  incurring  criminal  penalties 
for  violating  the  accounting  safeguards 
forces  most  contractors  to  erect  internal 
walls  between  their  commercial  and  de- 
fense operations.  Rockwell,  for  exam- 
ple, makes  commercial  GFS  receivers  at  a 
plant  in  Richardson,  Tex.,  and  similar 
military  receivers  in  Cedar  Rapids,  Iowa. 
"We  won't  allow  a  commercial  business 
to  take  a  [defense]  contract,"  says  Black. 
"We  can't  take  the  risk  that  it  will  in- 
advertently break  the  law." 

Besides  jacking  up  prices,  the  sepa- 
ration slows  access  to  advanced  tech- 
nology in  the  commercial  sector.  Con- 
sider what  happened  when  the  Army 
placed  a  rush  order  for  6,000  Motorola 
Inc.  commercial  radio  receivers  at  the 
outbreak  of  the  gulf  war:  Because  that 
Motorola  unit  lacked  the  record-keeping 
systems  the  Pentagon  requires  to  show 
it  is  getting  the  lowest  available  price, 
Motorola  was  leery  of  selling.  The  Pen- 
tagon got  the  receivers  only  after  Japan 
bought  them  for  the  U.  S.  Army. 
"SUICIDE."  Business  is  divided  over  Per- 
ry's plans  for  streamlining  Pentagon 
shopping.  Large  companies  are  enthu- 
siastic. Acquisition  reform  "would  give 
us  more  opportunity  to  bid  on  contracts 
with  the  Pentagon,"  says  Jim  Baum,  se- 
nior vice-president  at  Motorola  Govern- 
ment  &  Systems  Technology  Group. 

But  small  businesses  fear  losing  man- 
dated preferential  treatment  under  Per- 
ry's plan  to  drop  minority  and  other 
preferences  for  purchases  under 
$100,000,  and  they  have  plenty  of  sup- 
port on  Capitol  Hill.  Many  lawmakers 
will  balk  at  some  of  Perry's  ideas,  many 
of  which  will  require  congressional  ap- 
proval. "A  member  from  Detroit  is  not 
going  to  support  doing  away  with  'buy 
American'  provisions,"  says  a  House 
staffer.  "It  would  be  political  suicide." 

Perry  is  optimistic  that  despite  the 
resistance,  this  time  procurement  re- 
form will  work.  Having  forged  a  team  of 
both  top  defense  officials  and  politicians 
committed  to  the  overhaul,  he's  better 
positioned  to  make  changes  than  previ- 
ous reformers.  And  he  has  an  argument 
that  few  dispute:  In  an  era  of  shrinking 
budgets,  the  Pentagon  can  no  longer  af- 
ford the  acquisition  system  it  now  has. 

By  Amy  Bon  us  in  Washington 
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THE  VERDICT: 

GUILTY  OF  OVERCHARGING 


Companies  are  cracking  down  on  the  high  cost  of  outside  couns^ 
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Lawyers  with  Bendini,  Lambert  & 
Locke  lived  the  high  life  in  John 
Grisham's  summer-film  blockbust- 
er The  Finn,  dining  at  chic  restaurants 
and  hobnobbing  at  exclusive  country 
clubs.  But  when  all  was  said  and  done, 
Grisham  exposed  the  white-shoes  crew 
as  nothing  more  than  common  thieves. 
Bendini  Lambert  went  down  for  bilking 
clients.  The  scenario,  though  extreme,  il- 
lustrates a  problem  faced  by  businesses 
every  day:  figuring  out  whether  their 
lawyers  are  playing  it  straight. 

The  task  is  time-consuming  and  of- 
ten unpleasant,  but  for  compa- 
nies battling  ever  diminishing 
budgets,  it  can  be  fruitful.  Gener- 
al Dynamics  Corp..  for  example, 
lopped  off  $186,000,  or  42%,  from 
just  one  bill  when  it  discovered  a 
law  firm  charging  for  what  ended 
up  being  virtually  useless  re- 
search. Motorola  Inc.  saved  a 
pocketful  when  it  confronted 
counsel  for  billing  it  for  hours 
spent  preparing  documents  that, 
because  of  a  statute  passed  a 
year  earlier,  were  no  longer 
required. 

A  SQUEAL.  For  the  most  part, 
companies  aren't  grumbling 
about  the  relatively  rare  instanc- 
es of  outright  fraud.  What  con- 
cerns them  more  are  their 
lawyers'  freewheeling  spending 
habits.  "Outside  firms  charge  you 
for  every  squeal  of  the  pig,"  com- 
plains Hans  U.  Stucki,  senior  lit- 
igation counsel  at  Motorola.  Shel- 
by Yastrow,  general  counsel  at 
McDonald's  Corp.,  relates  a  story 
from  a  few  months  back  when 
he  met  with  a  New  York  firm  to 
complain  about  excessive  fees.  A 
few  days  later,  he  was  billed  for  that 
meeting.  "They  had  sweet  rolls  and  cof- 
fee brought  in  and  billed  us  for  that 
too,"  says  Yastrow,  who  manages  about 
500  law  firms  used  by  McDonald's. 

Lawyers  and  their  clients  are  both  to 
blame  for  their  increasingly  tense  rela- 
tionship. Corporations  for  a  long  time 
merely  rubber-stamped  their  lawyers' 
bills.  And  most  failed  to  spell  out  how 
much  spending  they  would  tolerate.  For 


the  lawyers'  part,  intense  pressure  Iff 
meet  billing  quotas  invited  excess  chi  prs] 
es— a  situation  that  was  only  m  - 
worse  by  the  recent  recession.  "P: 
ners  and  associates  risk  being  fire<| 
they  don't  bill  enough  hours,"  says  F  ll 
ert  Baum,  a  former  associate  with  a 
Washington,  D.  C,  firm  who  receijtfc 
left  for  a  job  at  the  Interior  Dept. 

Aggressive  billing  practices  are 
doubt  one  reason  why  the  legal  projs' 
sion's  receipts  ballooned  to  about 
billion  in  1991,  a  doubling  from  1984, 
cording  to  the  most  recent  figures  fit« 


'.<•:■ 


the  Census  Bureau.  The  tab  for  the 
surance  industry  alone  is  exploding, 
gal  expenses  for  1993  are  expected  r 
top  $35  billion,  up  from  $16  billion 
1987,  according  to  a  New  York  Univ  ; 
sity  study.  Boston-based  Liberty  Mut 
Insurance  Co.  estimates  it  will  sp( 
$400  million  on  lawyers  this  year— s 
ond  only  to  its  personnel  expenditur 
Many  companies,  including  Libe: 
Mutual,  are  fighting  hard  now  to  g 
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ol  of  their  legal  budgets 
rein  in  their  lawyers' 
:nsity  to  spend.  Corpora- 
such  as  Merck,  Citicorp, 
Valt  Disney  have  adopted 
sive  guidelines  that  place 
on  hourly  fees  and  reim- 
ble  expenses.  The  list  of 
,nd  don'ts  covers  every- 
from  how  much  may  be 
on  photocopying  to  the 
er  of  attorneys  authorized 
>rk  on  particular  matters, 
lition,  standardized  billing 
its  have  been  set  up  to 
lawyers  to  account  for  eve- 
lar  spent  by  detailing  each 
)erformed. 

js  far,  the  results  have 
impressive.  Liberty  Mutu- 
iich  only  began  its  cost-cutting  pro- 
in  June,  says  it  is  running  3%  be- 
mdget.  It  has  pared  back  the 
er  of  firms  it  employs  from  3,000 
'00,  dropping  counsel  who  refuse 
iply  with  its  cost  structure.  Gener- 
)tors  Corp.  has  gone  a  step  fur- 
Over  a  two-year  period,  the  auto 
•  developed  an  extensive  data  base 


BATTLING  THE  BULGE  OF  LEGAL  BILLS 


►  Establish  limits  on  how  much  to  pay  for 
services  and  what  kinds  of  expenditures  are 
reimbursable 


►  Issue  billing  formats  that  force  law  firms  to 
break  down  their  fees 


►  Use  alternative  billing  schemes,  such  as  fixed 
fees,  result-oriented  billing,  and  hourly  rates 
that  reflect  many  routine  office  expenses 


►  Audit  legal  fees,  either  internally  or  by  hiring 
a  fee  specialist 

►  Upgrade  in-house  legal  staff  to  manage  all 
nonlitigation  matters 


tracks  litigation  and  determines 
the  average  cost  for  resolving  cer- 
natters  should  be.  Firms  whose 
ill  outside  the  averages  are  asked 
>lain  themselves— and  often  reduce 
bills.  "We  have  become  enlight- 
consumers,"  says  Robert  C.  Wein- 
,  a  senior  member  of  gm's  legal 
who  boasts  that  gm's  legal  costs 
fallen  by  more  than  $40  million 
1990. 


Surprisingly,  many  law  firms  seem  to 
welcome  some  of  the  self-evaluation  that 
is  being  pushed  on  them.  Over  the 
years,  cost  controls  have  become  lax 
while  well-heeled  clients  have  sometimes 
been  taken  for  granted.  "I've  tried  to 
tell  our  people  not  to  view  this  as  an  in- 
sult but  as  a  challenge,"  says  John  J. 
Sheehy,  head  of  litigation  at  New  York- 
based  Rogers  &  Wells.  But 
lawyers  such  as  Sheehy 
also  caution  companies 
against  going  too  far.  They 
note  that  what  may  seem 
to  be  overcharges  are  of- 
ten simply  the  ordinary 
costs  of  getting  a  job  done 
right. 

Still,  the  urge  to  curb 
fees  has  become  so  wide- 
spread that  auditing  firms 
have  emerged  to  perform 
this  specialized  task.  Com- 
panies such  as  Legalgard 
Inc.  and  Legal  Triage  Ser- 
vices Inc.,  both  based  in 
Philadelphia,  are  flourish- 
ing. Legalgard  has  re- 
viewed more  than  4  mil- 
lion invoices  and  says  that 
it  finds  suspect  charges  in 
four  out  of  every  five  bills. 
While  not  every  question- 
able bill  is  evidence  of 
wrongdoing,  John  J.  Mar- 
quess, founder  of  Legal- 
gard, says  that  on  average 
his  audits  have  resulted  in 
the  trimming  of  lawyers' 
fees  by  10%  to  30%. 

Although  Marquess  has  uncovered 
everything  from  lawyers  charging  cli- 
ents for  their  neckties  to  those  who  bill 
for  more  than  24  hours  of  work  a  day, 
he  says  that  the  bulk  of  his  clients  just 
want  help  figuring  out  what  their  law- 
yers are  worth.  "The  days  of  being  able 
to  submit  a  bill  and  have  it  paid  are 
over,"  says  Marquess,  whose  clients  in- 
clude Mattel  Inc.  and  Lucky  Stores  Inc. 


Audits  of 
legal  fees 
have  found 
everything 
from  lawyers 
billing  for 
their  neckties 
to  those  who 
reported 
working 
more  than  24 
hours  a  day 


"At  some  point  you  have  to 
draw  the  line." 

For  many  companies,  draw- 
ing the  line  involves  straying 
from  the  traditional  hourly  bill- 
ing format.  Aluminum  Co.  of 
America,  for  instance,  agreed 
on  Aug.  1  to  pay  New  York's 
LeBoeuf,  Lamb,  Leiby  &  Mac- 
Rae  $6  million  to  $7  million 
yearly  to  handle  all  of  Alcoa's 
litigation.  The  flat-fee  experi- 
ment, one  of  the  first  of  its 
kind,  reduces  Alcoa's  outside  lit- 
igation firms  from  150  to  just 
one.  But  more  important,  says 
General  Counsel  Lee  Holz,  it 
will  substantially  reduce  Alcoa's 
legal  budget,  although  he 
wouldn't  say  by  how  much. 
To  land  the  deal,  LeBoeuf  agreed  to 
take  on  several  of  Alcoa's  in-house  attor- 
neys and  open  a  Pittsburgh  office.  It 
also  promised  not  to  charge  the  company 
extra  for  routine  office  expenses,  except 
when  approved  in  an  emergency  situa- 
tion. By  using  a  flat  fee,  LeBoeuf  can  in- 
crease its  profits  if  it  can  keep  costs 
down.  The  firm  stands  to  more  than 
triple  its  earnings  from  Alcoa-related 
business,  according  to  Grant  Lewis,  head 
of  LeBoeuf's  litigation  group.  About 
those  firms  that  fail  to  see  that  times 
have  changed,  Lewis  says:  "If  they  don't 
bend,  they're  going  to  break." 
DISCOUNTING.  These  days,  lawyers  are 
bending  in  ways  unimaginable  just  a 
few  years  ago.  Wilmer,  Cutler  &  Picker- 
ing in  Washington,  D.  C,  recently  of- 
fered to  handle  a  sensitive  matter,  which 
involved  accusations  of  bigotry  in  the 
awarding  of  franchises,  on  a  contingency 
basis  for  McDonald's.  Wilmer  Cutler's 
fees  will  be  based  largely  on  the  out- 
come of  the  suit.  Richmond  (Va. (-based 
Hunton  &  Williams  is  another  McDon- 
ald's favorite  because  it  routinely  dis- 
counts fees  when  a  case  is  lost. 

Such  sensitivity  toward  the  client  is 
being  applauded  by  many  businesses. 
But  for  some,  it's  too  little,  too  late. 
Motorola  got  so  fed  up  with  its  outside 
legal  costs  that  it  decided  to  see  if  it 
could  do  some  of  its  litigation  more 
cheaply  itself.  Internal  studies  reveal 
that  Motorola's  own  lawyers  do  cost 
less— $118  per  hour  compared  with  $200 
for  outside  counsel.  Based  on  those  fig- 
ures, the  company  estimates  that  it 
saved  $71,000  on  a  recent  commercial 
matter. 

While  the  '80s  proved  to  be  the 
decade  of  spending,  the  '90s  are  unfold- 
ing as  the  decade  of  saving.  For  law- 
yers, adapting  to  the  times  will  take 
some  doing.  But  if  they  can  learn  to  re- 
strain themselves,  they  may  end  up  star- 
ring in  fewer  movies— at  least  as  the 
villains. 

By  Linda  Himelstein  in  New  York 


MRS 


BUSINESS  WEEK/SEPTEMBER  6,  1993  63 


IBM  Client /Server 


"IBM  helped  us  move  as  fast  on 
the  proiincl  as  we  do  in  the  air." 


ean 


John  Harper,  Sr.  Vice  President — Information  Services,  USAir.  USAir  want  \\ 


to  create  the  terminal  of  the  f  uture  at  Pittsburgh  International  Airport.  A  place  where  lin 


would  be  shorter.  Where  baggage  handling  would  be  quicker  and  more  dependable. 


And  everything  f  rom  check-in  to  take-off  would  be  easier  and  less  confusing  for  traveler 


111 


So  IBM  helped  USAir  develop  a  tailor-made  system  that  makes  information  more 


ulily  available  to  employees  so  they  ean  be  more  responsive  to  customers.  A  system  that 
iximizes  the  power  of  PCs  and  integrates  a  wide  r-ange  of  different  manufacturers' 
uipment.  A  classic  example  of  IBM  Client/Server. 

Information  is  now  distributed  from  the  mainframe  to  650  PS/2  workstations  running 
V2.®  These  workstations  are  tied  into  hundreds  of  ticket  and  boarding  pass  printers, 
ichscreens,  credit  card  readers  and  other  peripherals  supplied  by  a  number  of  companies. 

The  result:  USAir  employees  and  passengers  now  get  immediate,  consistent  and  reliable 
dates  on  pertinent  information.  Skycaps  use  touchscreens  and  bag-tag  printers  to 
eamline  curbside  check-in.  And  tower  operators  can  make  better  decisions  about  man- 

ng  gate  traffic,  resulting  in  fewer  delays.  In  short,  the  airport  of  the  future. 

If  you  want  a  custom-tailored  solution  that  gives  your  people  more  flexibility  and  gives 

I  an  edge  on  your  competition,  IBM  Client/Server  is  the  answer.  For  more  information, 

I I  800  IBM-0045,  ext.  20. 


leres  never  been  a  better  time  to  do  business  with 
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STRATEGIES  I 


MINI-NATIONALS  ARE  MAKING 
MAXIMUM  IMPACT 


These  little  giants  are  emerging  as  a  boon  to  American  jobs  and  exports 


w 


hen  Frede- 
rick A.  Kreh- 
biel  graduat- 
ed from  college  in  1963, 
his  older  brother  was 
already  running  U.  S. 
operations  for  the  fam- 
ily business,  Molex  Inc. 
That  left  Fred  with  the 
rest  of  the  world, 
which  seemed  like  a 
consolation  prize  for 
the  No.  2  son.  His  fa- 
ther gave  him  a  paltry 
budget  of  $25,000  to 
start  attacking  the  Jap- 
anese market.  "I  think 
he  was  merely  trying 
to  find  something  for 
me  to  do,"  Fred  now 
says. 

Undaunted,  Krehbiel 
started  his  research  at 
Chicago's  Public  Library. 
There  he  learned  about 
Japan's  booming  televi- 
sion industry— the  key 
market  for  Molex'  electrical  connectors 
and  cables.  He  also  took  a  course  on  ex- 
porting at  nearby  Roosevelt  University. 
Within  months,  he  had  a  joint-venture 
partner  in  Japan.  Thirty  years  later,  his 
business  in  Japan  accounts  for  a  third  of 
Molex'  sales— more  than  the  U.S.  opera- 
tion. At  52,  Fred  now  runs  the  entire 
company,  and  his  brother  is  No.  2. 
niche-scratchers.  What's  a  $776  million 
virtual  unknown  like  Molex,  from  Lisle, 
111.,  doing  behaving  like  a  big  multina- 
tional? Making  money,  that's  what.  And 
it's  got  plenty  of  company.  Hundreds  of 
midsize  companies  are  bulking  up 
abroad.  There's  Ametek  in  Paoli,  Pa., 
making  vacuum-cleaner  motors  in  Italy. 
Pall  Corp.,  of  East  Hills,  N.Y.,  is  begin- 
ning to  make  sophisticated  blood  filters 
in  Britain.  And  Applied  Materials  Inc.  in 
Santa  Clara,  Calif.,  is  assembling  com- 
puter-chipmaking  machines  in  Japan. 

Call  them  the  little  giants.  Rigger  and 
more  sophisticated  than  legions  of  tiny 
exporters,  this  emerging  tier  of  compa- 
nies is  opening  factories,  research  labs. 


1 


MOLEX 


F 


and  sales  units 
around  the  world. 
True,  with  sales  of 
only  $200  million  to  a 
little  more  than  $1 
billion,  they're  still 
dwarfed  by  the  larg- 
est multinationals.  But  today,  these 
"mini-nationals"  are  emerging  as  a  boon 
to  U.  S.  competitiveness  and  jobs. 

Even  with  slow  economic  growth  in 
Europe  and  Japan,  U.  S.  exports  keep 
eking  out  modest  growth,  thanks  in  part 
to  the  mini-nationals.  Despite  a  decline 
in  July,  U.S.  exports  have  grown  by 
5%  so  far  this  year  in  real  terms.  The 
mini-nationals'  secret  is  that  their  prod- 
ucts are  often  unique  because  of  their 
technology,  design,  or  cost.  That  helps 
insulate  them  from  the  vagaries  of  busi- 
ness cycles  and  currency  fluctuations. 

The  government  does  not  measure 
the  international  performance  of  U.  S. 
companies.  But  BUSINESS  WEEK  sifted 
through  hundreds  of  smaller,  interna- 
tionally active  companies  and  identified 


Electrical  connectors 

red  Krehbiel's  business  used 
to  be  small  potatoes.  Now 
it's  bigger  than  U.S.  sales 


50  of  the  best  (page 
Their  combined  sales 
$30  billion,  or  an  a 
age  of  about  $600 
lion,  and  they've 
growing  at  an  aver 
annual  clip  of  22.9% 
average,  they  make 
of  their  sales  outside 
U.  S.,  including  exp 
and  items  made  and 
abroad.  That's  sig 
cantly  higher  than 
1,250  U.  S.  manufac 
ers  tracked  by  the  ( 
ference  Board,  wl 
foreign  sales  aver 
35%  of  their  total 

Some  experts  are 
ginning  to  argue 
these  midsize  stars 
remaking  the  global 
poration  for  the  '90sl 
beyond.  As  the  stj 
bling  of  so  many 
athans  has  den 
strated,  sheer 
may  no  longer- 
buffer  against  cor 
tition.    The  fu 
could  belong 
younger,  smaller 
panies  with  nim 
feet  and  stronge 
cus.  "The  newcomers  have  the  hugf 
vantage  of  starting  fresh,"  says  Chr 
pher  A.  Bartlett,  Harvard  busi 
school  professor  and  co-author  of  Mc 
ing  Across  Borders:  The  Transnat 
Solution.  "They  can  develop  much  r 
flexible  structures." 

Indeed,  mini-nationals  are  notec 
their  lean  operations.  By  taking  ad 
tage  of  today's  more  open  trading 
gions  and  newer  technologies,  th< 
able  to  serve  the  world  from  a  hai 
of  manufacturing  bases.  That  sp 
them  the  necessity  of  building  a  pla 
every  country,  as  Ford,  Goodyeai 
IBM  once  did.  Their  smaller  bureai 
cies  have  also  allowed  mini-nationa: 
move  swiftly  in  seizing  new  mar 
and  developing  new  products— a 


: 
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ipetitive  advantage  in  the  rapidly 
Iving  global  market.  For  example, 
lbol  Technologies  Inc.  invented  the 
i  of  handheld  laser  scanners  and 
linates  it.  In  a  field  that  didn't  even 
t  five  years  ago,  Cisco  Systems  Inc. 
ns  50%  of  the  world  market  for  gear 
,  connects  networks  of  computers, 
•espite  the  wide  diversity  of  busi- 
es that  these  companies  represent, 
little  giants  have  succeeded  by  hew- 
to  some  basic  lessons.  For  starters, 
i-nationals  must  be  sharply  focused, 
h  their  small  size,  they  can  afford  to 
!  on  the  world  only  in  one  or  a  hand- 
>f  niches.  The  key,  says  Perkin-Elmer 
p.  CEO  Riccardo  Pigliucci:  "Do  what 

know  how  to  do.  Do  it  right.  And 
it  everywhere."  That  helps  compa- 

grow  without  diversifying  too  far 
Id,  which  often  leaves  them  vulner- 
.  The  goal  usually  is  to  be  No.  1  or  2 

niche  globally. 

o  help  accomplish  this,  mini-na- 
als  typically  avoid  commodity 
nesses,  where  huge  rivals  with 
efficiencies  of  scale  can  bury 
n.  Instead,  they  tend  to  focus 
specialty  markets  where  vol- 
:s  are  low,  margins  are  high, 
detail  work  is  painstakingly 
rise.  As  a  result,  the  plants  of 
y  mini-nationals  feel  more  like 
kshops  than  factories.  At  an 
9tek  precision  instruments 
t  outside  Pittsburgh,  techni- 
s  quietly  piece  together  spe- 
:y  gas-detecting  machines 
sell  for  upwards  of  $20,000. 
ut  the  niches  aren't  neces- 
y  small.  Pall  keeps  its  focus 
liters  alone.  But  within  that 
ningly  snug  slot,  it  has  lin- 
ked scores  of  new  markets 
applications.  Pall  makes 
rs  for  the  brew- 
and  pharmaceuti- 
ndustries,  for  jet 
ines  and  earth- 
ing equipment. 

of  its  hottest 
s  is  filters  for 
d,  which  labs  use 


to  strain  out  viruses  such  as  the  one 
that  causes  AIDS.  "We've  defined  our 
markets,  and  in  many  cases  invented 
them,"  says  CEO  Maurice  G.  Hardy. 
BIG  PUSH.  Mini-nationals  must  also  try  to 
squeeze  the  most  out  of  every  scarce 
buck  they  have.  To  survive,  these  com- 
panies need  to  spend  those  vital  dollars 
on  R&D,  and  they  must  set  up  opera- 
tions in  pricey  outposts  such  as  Germa- 
ny, Japan,  and  Hong  Kong.  Kenneth  F. 
Yontz,  CEO  of  Milwaukee's  Sybron  Corp., 
is  running  three  businesses  at  the  same 
time— laboratory  instruments,  water-pur- 
ification systems,  and  dental  products. 
He's  pushing  them  all  internationally 
with  factories  in  Hungary,  Mexico,  and 
Wales.  But  Yontz  keeps  his  headquarters 
lean.  As  a  result  of  a  restructuring  dur- 
ing the  1980s,  headquarters  staff  at  the 
$382  million  company  is  down  from  155 
to  22.  Fewer  managers  also  make  for 
quicker  decisions. 

Successful  little  giants  are  also  open 
to  new   ideas  from 


around  the  world.  A  surprising  number 
have  set  up  R&D  laboratories  in  other 
lands.  This  allows  them  to  tailor  prod- 
ucts for  each  market  while  getting  the 
jump  on  the  latest  technological  trends. 

Medtronic  Inc.,  a  Minneapolis  mini- 
national  that  makes  pacemakers  and  oth- 
er medical  devices,  opened  a  plant  two 
years  ago  in  Japan— both  for  manufactur- 
ing and  research.  Now,  says  Executive 
Vice-President  Arthur  D.  Collins  Jr.,  the 
company  is  "tapping  into  exciting  tech- 
nology," including  both  micromachining 
and  miniaturization.  Similarly,  the  com- 
pany's presence  in  Europe  has  already 
paid  off  in  its  recent  U.  S.  introduction  of 
a  groundbreaking  implantable  device 
that  treats  rapid  heartbeats.  The  market 
could  reach  $1  billion,  and  it  was  all 
possible  because  of  research  and  early 
development  work  done  in  Europe. 

Setting  up  in  Japan  proved  key  to 
making  Applied  Materials  a  world  lead- 
er in  a  field  in  which  many  U.  S.  compa- 
nies have  been  shoved  out.  In  the  late 
1970s,  CEO  James  C.  Morgan  realized 
that  Japan  was  home  to  almost  half  the 
world's  chip  market.  So  he  started  with 
a  sales  and  service  office  in  Osaka  and 
then  built  a  $9  million  technology  center 
in  Narita.  Now  ami  has  800  employees 
and  14  sales  and  service  offices  in  Japan. 
Most  of  the  manufacturing  takes  place  in 
the  U.  S.,  with  only  final  assembly  and 
customization  in  Japan.  But  the  lessons 
ami  learned  in  Japan  about  persever- 
ance and  emerging  technologies  have 
been  applied  around  the  world. 

What's  remarkable  about  mini-nation- 
als is  how  few  Americans  are  involved 
in  managing  offshore  operations  and  how 
many  foreigners  have  important  jobs  at 
home.  Loctite  Chairman  Ken  W.  Butter- 
worth  is  Austra- 
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I  ticking  to  a  niche  is  a  matter 
'of  survival  for  minis,  since 
multinationals  could  bury  them 
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lian,  and  the  new  ceo,  David  Freeman, 
is  British.  Perkin-Elmer's  new  CEO,  Pi- 
gliucci,  is  an  Italian  who  worked  his 
way  up  the  ranks  of  the  company's  Eu- 
ropean operations.  No  fewer  than  16  na- 
tionalities pepper  the  top  management 
ranks  at  Applied  Materials. 

One  reason  the  mini-nationals  lure  so 
many  non-Americans  is  that  their  own 
management  has  scant  experience  with 
global  markets.  That  was  the  case  with 
Haworth  Group  Inc.,  a  privately  held 
$600  million  maker  of  high-tech  office 
furniture  in  Holland,  Mich.  After  making 
10  acquisitions  in  Europe,  it  decided  to 
tap  Manfred  H.  von  Prondzinski  as  vice- 
president  of  its  European  operations. 
Von  Prondzinski  had  been  managing  di- 
rector at  Comforto  Group,  a  German 
maker  of  office  seating  products,  which 
Haworth  acquired  in  1988.  Now  the 
Prussian,  who  speaks  four  languages,  is 
helping  the  U.S.  company  to  manufac- 
ture aluminum  components  of  office 
chairs  in  Italy,  ship  them  to  Portugal 
for  wood  trim  and  upholstering,  and 
then  on  to  Germany  for  robot  welding. 

Employing  non-nationals  gives  the  lit- 
tle giants  a  better  feel  for  foreign  mar- 
kets. Symbol  Technology's  key  interna- 
tional strategist,  Tomo  Razmilovic, 
argues  that  a  heavy  presence  of  foreign- 
ers in  his  company's  management  ranks 
allows  it  to  anticipate 


needs  in  Europe  and  actually  design 
products  for  those  needs,  not  merely 
treat  those  markets  as  an  afterthought. 
"It's  not  good  enough  to  have  a  general- 
purpose  product  and  try  to  get  local 
people  to  sell  it,"  he  says.  "You  have  to 
bring  some  of  those  local  people  to  the- 
center  of  the  whole  company." 
LEAN  STRUCTURES.  Finally,  mini-nation- 
als must  focus  on  their  customers.  Many 
owe  their  births  to  finding  a  solution 
for  a  client.  Cisco,  the  booming  Silicon 
Valley  maker  of  computer  networking 
gear,  grew  out  of  Stanford  University, 
where  its  founders,  Leonard  Bosack  and 
Sandra  Lemer,  ran  the  computer  opera- 
tions of  two  different  departments.  The 
manufacturers  of  the  computer  systems 
had  little  interest  in  helping  customers 
tie  them  together,  but  Bosack  and  Lern- 
er  desperately  wanted  to  make  their 
computers  talk  to  each  other. 

So  the  two  won  a  federal  grant  to 
devise  a  system  to  do  it.  When  word  of 
their  success  got  around,  Boeing  Co. 
asked  them  to  tie  together  its  comput- 
ers. And  then  Japan's  Nippon  Telegraph 
&  Telephone  Corp.  got  them  to  work 
on  an  emerging  networking  standard. 
By  solving  problems  for  its  customers, 
Cisco  has  grown  into  a  $340  million  com- 
pany. Last  year,  it  grew 


85%,  one  of  the  fastest  rates  for  a  c< 
pany  its  size  in  all  of  Silicon  Valley. 

Big  companies  sometimes  have  tr  F 
ble  solving  customers'  problems  beca 
their  own  sales,  research,  and  manul 
turing  units  don't  communicate  smoc  r 
ly.  But  that  comes  naturally  to  the  li  | 
giants.  With  their  lean  structure,  „ 
not  hard  to  have  the  key  players  1 
sales,  R&D,  finance,  and  management  ^ 
focused  on  the  customer.  If  you  stanc  ffl 
the  labs  at  Pall,  for  example,  you  m 
see  technicians  working  directly  w  jj 
customers.  That  triggers  ideas  for  r  .„ 
products.  Although  Pall  invests  only  1 
of  sales  in  R&D,  70%  of  its  filter  prodi  fJ11 
didn't  exist  five  years  ago.  Resea  lil 
pours  right  into  the  marketplace.  p[ 
To  be  sure,  the  little  giants  face  c  g/ 
lenges.  With  their  tiny  margin  for  er  , 
some  are  sure  to  stumble  in  the  mar] 
place.  The  failure  rate  in  high-tech  fi<  P 
such  as  computer  disks  is  particul;  U 
high.  Others  could  become  takeover 
gets,  even  succumbing  to  their  fore  ^ 
joint-venture  partners. 

One  key  dilemma:  how  to  stay  1 
and  focused  when  they're  not  so  li  ^ 
anymore.  Walter  E.  Blankley,  presid  ffi 
and  CEO  of  Ametek,  says  that  compai  [% 
must  be  broken  down  when  they  re  ^ 
$2  billion  in  sales  "to  avoid  vert  . 
structure."  Thermo  Electron  Corp 
$947  million-a-year  maker  of  ene  M 
equipment  in  Waltham,  Mass.,  atten  li 
to  solve  the  dilemma  by  continually  s  m 
ning  off  successful  technologies  into  j  L 
companies.  Cisco's  CEO  John  P.  M< 
ridge  worries  about  "hitting  the  w  ™ 
at  $500  million  in  sales,  but  plans  IM 
plow  past  that  barrier  without  br< 
ing  the  company  into  pieces. 

For  the  moment,  however,  what's  ^ 
portant  is  how  these  little  giants 
coming  of  age.  The  implication  for  > 
overall  U.  S.  economy  is  that  exp<  M 
can  still  expand  even  amid  slow  <  |[f| 
nomic  growth  in  Europe  and  Ja{  |^ 
since  many  of  the  mini-nationals  h  | 
only  begun  to  exploit  their  niches, 
spite  current  economic  shock  wa'  ' 
they  are  playing  a  crucial  role  in  cr  HH 
ing  the  distribution  system  and  on-  (V 
ground  savvy  that  keep  U.  S.  pa  L 
capital  goods,  and  finished  prodi  p 
flowing  from  U.  S.  shores.  As  a  rei 
this  distinctive  breed  is  showing  c 
panies  around  the  world,  large 
small,  how  to  take  advantage  of  gl  | 
business  in  the  fast  lane. 

By  Stephen  Hi 
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I  n  several  cases,  says  CEO 
I  Hardy,  Pall  has  invented  its 
own  markets 


in  Paoli,  Pa.,  Ki 
Kelly  in  Lisle, 
Robert  D.  Hof  in  . 
ta  Clara,  Calif., 
Ham  J.  Holsteir\ 
East  Hills,  N.  Y., 
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?re  is  a  selection  of  U.S.  manufacturing  companies  with  a  minimum  of  $200  million  in  sales.  At  least  20%  of  their  sales  are 
emotional,  including  both  exports  from  the  U.S.  and  goods  manufactured  and  sold  offshore. 


rlE/Locotion 

1  000* 

overall 
sales  (S  mil ) 

Percent 
Int'l. 

PRODUCT  NICHE 

INTERNATIONAL  PROFILE 

/ANCED  TECHNOLOGY  LABS/Bolhell,  Wash. 

$323.7 

40.0% 

Medical  ultrasound  systems 

Subsidiaries,  dealers  in  more  than  80  countries 

ETEK/Paoli,  Pa. 

769.6 

30.0 

Small  motors,  precision  instruments 

Manufactures  in  Italy,  Germany,  and  Denmark 

SCO  INTERNATIONAL/Pittsburgh 

498.2 

20.0 

Sterilization  equipment,  surgical  tables 

Plants  in  Finland  and  Germany 

'LIED  MATERIALS/Sonta  Clara,  Calif. 

751.4 

61.0 

Semiconductor  production  equipment 

Manufacturing  in  Japan  since  1 986 

KMAN  INSTRUMENTS/Fullerton,  Calif. 

908.8 

55.0 

Lab  equipment  for  biological  research 

Relies  mostly  on  exports,  but  also  manufactures  in  Ireland 

1.  BRADY/Milwaukee 

236.0 

30.0 

A  small  version  of  3M 

Big  in  Europe  and  the  Far  East 

RRY/Waukegan,  III. 

266.2 

50.0 

Auto  parts,  computer  keyboards 

Big  presence  in  Europe,  with  operations  in  Germany 

RUS  LOGIC/Fremont,  Calif. 

354.8 

60.0 

Controller  chips 

Supplies  PC  and  disk-drive  makers  in  the  Far  East 

."0  SYSTEMS/Menlo  Park,  Calif. 

339.6 

36.0 

"Internetworking"  gear 

Connects  networks  of  personal  computers  worldwide 

ITINENTAL  CAN/Syosset,  N  Y. 

511.2 

58.0 

Packaging 

Manufacturing  in  Europe.  Recent  acquisition  in  Czech  Republic 

TER/Windsor  Locks,  Conn. 

951.4 

38.0 

Specialty  materials  and  coatings 

Production  in  Europe,  Canada,  and  New  Zealand 

lATECH/Burlington,  Mass. 

528.0 

33.0 

Intercommunications  systems 

British  manufacturing  units 

VHopkinton,  Mass. 

349.1 

35.0 

Data  storage  technology 

Major  manufacturing  plant  in  Ireland  for  Europe  and  Asia 

RO/Cleveland 

1,097.8 

57.3 

Plastics,  chemicals 

Manufacturing  in  Europe  and  Australia 

IN  FLUKE  MFG./Everert,  Wash. 

271.8 

36.0 

Testing  and  measuring  equipment 

Just  bought  Phillip's  European  operations 

IERAL  DATACOMM  IND./Middlebury,  Conn. 

197.9 

38.0 

Multimedia  and  telecommunications  gear 

Significant  expansion  in  Latin  America  and  China 

tRDIAN  INDUSTRIES/Northville,  Mich. 

1,200.0 

50.0 

Automotive  and  architectural  flat  glass 

Manufacturing  in  Europe,  South  America,  and  Asia 

tNISCHFEGER  INDUSTRIES/Brookfield,  Wis. 

1,390.8 

50.0 

Heavy  manufacturing  equipment 

Acquisition  in  Poland 

VORTH/Holland,  Mich. 

650.0 

20.0 

High  tech  office  furniture 

Made  1 0  acquisitions  abroad 

(/Northbrook,  III. 

708.2 

48.6 

Material  handling,  conveyors 

Big  buy  in  Germany  recently 

ERLAKE  CORP./Lisle,  III. 

277.1 

28.5 

Fluid-handling  products 

Manufacturing  in  Ireland,  Britain,  Canada,  and  Singapore 

..  FLAVORS  &  FRAGRANCES/New  York 

1,126.4 

70.0 

Flavors  and  fragrances 

Plants  throughout  Europe,  Asia,  and  Latin  America 

ACARE/Elyria,  Ohio 

305.2 

35.0 

Home  medical  equipment 

Manufacturing  in  Europe 

STONE  INTL/Houston 

528.4 

57.7 

Valves  and  actuators 

Plants  in  France,  China,  Australia,  Japan,  and  elsewhere 

TITE/Hartford 

608.0 

60.0 

Adhesives  and  sealants 

Strong  position  in  33  nations  outside  U.S.,  Canada  &  Mexico 

D/Erie,  Pa. 

242.2 

32.0 

Industrial  adhesives,  fasteners 

Plants  in  France,  Japan,  Germany,  Brazil,  and  Mexico 

ITRONK/Minneapolis 

1,328.2 

40.6 

Heart  valves  and  medical  implants 

Research  and  manufacturing  in  Japan  and  Europe 

LIPORE/Bedford,  Mass 

777.0 

63.0 

Scientific  instruments,  filters,  separators 

Plants  in  Japan,  Brazil,  Germany,  and  Australia 

IE  SAFETY  APPLIANCES/Pittsburgh 

502.4 

42.0 

Gear  used  in  mining 

Big  markets  in  Germany,  Britain,  Hungary,  Mexico,  and  China 

LEX/Lisle,  III. 

776.2 

72.0 

Electronic  components 

Molex  is  strong  in  Japan  and  China 

tDSON/Westlake,  Ohio 

425.6 

67.0 

Adhesive  application  equipment 

Sells  in  25  countries;  manufactures  in  Europe  and  Japan 

L/East  Hills,  N.Y. 

685.1 

62.0 

Maker  of  filters 

Relies  heavily  on  offshore  manufacturing 

KIN-ELMER /Norwalk,  Conn. 

911.1 

53.0 

Analytical  instruments 

Production  in  Britain,  Germany;  representation  in  90  nations 

MEER  HI-BRED  INTL/Des  Moines 

1,261.8 

29.0 

Sophisticated  seed  hybrids 

Big  international  push  in  Japa  and  former  Soviet  Union 

D-RITE/Milpitas,  Calif. 

389.4 

85.0 

Recording  heads  for  disk  drives 

Ships  directly  to  U.S.  drivemakers'  plants  in  Far  East 

I/Medina,  Ohio 

625.7 

22.0 

Specialty  coatings 

Manufacturing  in  Europe 

LED  AIR/Saddle  Brook,  NJ. 

446.1 

31.0 

Protective  packaging 

Plants  in  Europe  and  Asia;  wholly  owned  subsidiary  in  Japan 

SORMATIC  ELECTRONICS/Deerfield  Beach,  Fla.  309.9 

55.0 

Electronic  security  devices 

Sales  in  55  countries 

CON  GRAPHICS/Mountain  View,  Calif. 

866.6 

47.0 

Workstations 

Strategic  alliance  with  Siemens 

DERGENERAL/Dallas 

750.0 

45.0 

Air  filtration 

Plants  in  Europe,  Singapore,  India,  and  Mexico 

NDARD  MICROSYSTEMS/Hauppauge,  N.Y. 

250.5 

44.0 

Local  area  network  hardware 

Sales  operations  in  Europe,  Asia,  and  Australia 

YKER/Kalamazoo,  Mich. 

477.1 

31.0 

Special  surgical  products 

Plants  in  U.S.,  Netherlands,  and  Hong  Kong 

RON/Milwaukee 

382.6 

30.0 

Laboratory  equipment 

Has  production  facilities  across  Europe  and  Asia 

IBOL  TECHNOLOGIES/Bohemia,  N.Y. 

344.9 

35.0 

Handheld  laser  scanners 

No.l  in  its  niche  in  Europe;  has  joint  venture  in  Japan 

OPTICS/Santa  Clara,  Calif. 

388.8 

31.0 

Computer  networking  products 

1 5  sales  offices  outside  the  U.S. 

M/Santa  Clara,  Calif. 

617.2 

50.0 

Personal  computer  networking  gear 

Opened  first  European  plant  in  Dublin;  joint  venture  in  Japan 

RMO  ELECTRON/Walthom,  Mass. 

947.0 

23.3 

Energy  equipment 

Owns  British,  Dutch,  and  French  manufacturers 

ITERNATIONAL/Boise,  Idaho 

400.5 

20.0 

Manufactured  wood 

Strong  exports,  manufacturing  in  Canada 

HAY  INTERTECHNOLOGY/Malvern,  Pa. 

664.2 

50.0 

Electronic  resistors 

Has  made  major  purchases  in  Israel,  France,  and  Germany 

•TERN  DIGITAL/lrvine,  Calif. 

938.3 

43.0 

Computer  disk  drives 

Most  of  its  manufacturing  is  in  Singapore 

,  '-  OR  LATEST  FISCAL  YEAR 
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Catch  a 


in 


The  Intel486  DX2 

processor. 

With  its  unique  speed-doubling 
technology,  the  i486™  DX2  processor 
delivers  twice  the  performance  of  our 
i486  DX  processor  at  a  comparable  system  price. 


in' 


This  means  you  get  the  performance  you  need  It 
today's  most  popular  applications.  With  performai?e 
to  spare  for  demanding  applications  like  video,  usig 
Intel's  Indeo™  video  technology,  and  new  applicatias 
just  around  the  corner. 

And  like  all  Intel486  processors,  it's  designed  lr 
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ing  star. 


ure  upgradability  with  an  Intel  OverDrive™ 
lessor  so  your  PC  can  grow  as  your  needs  grow. 

Performance,  compatibility  and  room  for  the 
ure — three  reasons  the  i486  DX2  processor  is 
lays  best  value. 

So  catch  a  rising  star.  And  watch  your  software 


performance  reach  new  heights.  To  leam  more  about 
our  i486  DX2  processor,  call  1-800-395-7009  and  ask 
for  extension  14.  Or  see  your  local  computer  reseller. 
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BANKING  I 


A  CALL  TO  ARMS 
OH  ARMs 


Homeowners  are  suing  lenders  for  overcharges — and  winning 


■  f  the  public  should  be  able  to  trust 
I  banks  for  anything,  it's  probably  to 
H  do  arithmetic  right.  But  that's  not 
always  possible  these  days.  Thousands  of 
homeowners  have  found  themselves  be- 
ing overcharged  on  their  adjustable-rate 
mortgages  since  the  loans  became  popu- 
lar. And  instead  of  just  getting  mad, 
they're  taking  the  banks  to  court— and 
they're  starting  to  win. 

Citicorp,  First  Nationwide  Bank,  Banc- 
One,  and  others,  while  denying  any 
wrongdoing,  have  paid  millions  to 
settle  class  actions  filed  on  be- 
half of  home- 


are  about  twice  as  prevalent  as  under- 
charges. 

The  problem  first  arose  in  the  mid- 
1980s,  when  interest  rates  were  high, 
home  prices  were  rising,  and  adjustable- 
rate  mortgages  with  low  initial  "teaser" 
rates  hit  the  market.  The  rates  on  ARMs 
are  typically  based  on  many  factors,  in- 
cluding payment  dates  and  rules  for 
rounding  off  as  well  as  the  interest  rate 


owners  who  claim  they've  been  over- 
charged. Other  suits  are  pending. 
TWICE  AS  MANY.  No  one  is  saying  that 
banks  and  thrifts  are  deliberately  bilking 
their  customers.  But  Richard  Roll,  pres- 
ident of  Mortgage  Monitor,  a  loan  audi- 
tor in  Norwalk,  Conn,  (box),  says  there 
is  a  "skew  toward  overcharges."  And 
Consumer  Loan  Advocates,  a  Lake  Bluff 
(111.)  auditor  that  has  reviewed  more 
than  12,000  mortgages,  says  overcharges 


itself.  And  banks  and  thrifts  were  of- 
ten calculating  at  least  one  of  them  in- 
correctly. 

Many  of  the  overcharges  on  consu- 
mer loans  have  run  into  thousands  of 
dollars.  David  I.  Ginsburg,  president  of 
Loantech,  in  Gaithersburg,  Md.,  says  he 
once  helped  a  customer  with  a  $125,000 
mortgage  uncover  errors  that  stood  to 
boost  the  cost  by  $38,000.  The  bank, 
which  he  declined  to  identify,  calculated 


the  customer's  mortgage  rate  using 
wrong  index  for  seven  years. 

For  a  while,  borrowers  simply  c 
plained  on  their  own.  But  as  loan-au 
ing  companies  multiplied,  auditors 
gan  detecting  patterns  of  problem: 
specific  banks  and  thrifts— and  the  1 
suits  began.  As  many  as  a  dozen  con 
nies  have  faced  arm  litigation. 
bait  and  switch.  Today,  those  suits 
proving  costly  to  some  well-knc 
banks.  Columbus  (Ohio)-based  Banc 
recently  settled  a  class  action  in  In 
napolis  charging  that  it  set  adjust; 
mortgage  rates  too  high.  In  Febru; 
Citicorp  agreed  to  pay  $3.27  millior 
borrowers  who  had  been  overchar^ 
The  Citi  settlement  came  shortly  a 
First  Nationwide,  a  thrift  owned 
Ford  Motor  Co.,  settled  similar  si 
Gail  Hillebrand,  litigation  counsel 
Consumers  Union,  the  plaintiff  in 
of  the  cases,  says  First  Nationwide 
adjusting  the  mortgages  in  line  with 
procedures  described  in  actual 
documents,  but  its  adverti: 
promised  a  better  deal, 
hard  for  consumers  to 
L  ure  out  what  they're 
posed  to  be  paj 
on  an  adjustable-i 
mortgage  but  y< 
wB^\  think  the  banks 
know,"  she  says. 
More  lawsuits  ar 
the  way.  In  r- 
Hampshire,  borrov 
allege  that  a  dii 
ent  problem  is 
veloping,  anC 
civil  action 
been  filed  aga 
Dime  Savi 
Bank  of  r 
York,  chargin; 
with  selling  a  1 
of  adjustable-i 
mortgage  that 
canned  by  Gra 
State  law.  A  D 
spokesperson  says 
New  Hampshire  chai 
are  groundless  bec£ 
the  state  law 
oans  is  superceded 
a  federal  law. 
New  problems  are  cropping  up 
well.  The  refinancing  boom,  for  exan 
has  led  thousands  of  consumers  to 
off  their  mortgage  loans  early,  ther 
locking  in  any  existing  errors  in  tl 
adjustable  rates.  And  some  homeo|| 
ers  who  take  the  trouble  and  incur 
expense  of  refinancing  really  don't  r\ 
to.  They  decide  to  refinance  only 
cause  they  don't  realize  that  they  arel 
ing  overcharged  on  their  existing  lo  I 
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iles  of  mortgages  in  the 
idary  market  also  take  a 
W.  Joseph  Yelder,  who 
overcharged  to  the  tune 
!l,000,  says  he  first  start- 
aving  problems  with  his 
,gage  when  his  original 
iv  sold  his  loan.  He  says 
nterest  rate  on  his  mort- 
i  rose  four  percentage 
Ls  in  one  year,  even 
=?h  the  rate  wasn't  sup- 
d  to  change  more  than 
percentage  points  in  any 
year.  Thomas  Caughran, 
lder  of  a  $300,000  mort- 
that  was  repeatedly  sold, 
he  complained  for  more 
three  years  before  he  got 
te  adjustment.  He  says 
diird  owner  of  his  mort- 
denied  any  liability 
sent  him  a  check  for 
(  than  $22,000  in  interest 
lents. 

nall-business  borrowers 
ilso  at  risk,  experts  say.  Consumer 

Advocates  President  John  Geddes 
80%  of  the  floating-rate  commercial 
;  he  has  audited  contain  errors,  in 

because  such  loans  are  less  uni- 


ADJUSTING  ADJUSTABLES 

Consumers  are  banding  together  in  lawsuits  against 
adjustable-rate-mortgage  lenders  who  they  believe  are 
overcharging.  All  of  the  lenders  below  deny  liability  but 
have  been  hit  by  suits: 

BANC  ONE  The  Ohio  bank  settled  a  class  action 
claiming  that  it  charged  excessive  rates  on  adjustable- 
rate  mortgages  in  several  states. 

CITICORP  The  bank  agreed  to  set  aside  $3.27  million  to 
repay  mortgage  holders  who  were  overcharged.  A  bank 
spokeswoman  says  approximately  1 6,000  customers  will 
get  refunds. 

DIME  SAVINGS  A  civil  action  has  been  filed  against  the 
Dime  in  New  Hampshire,  charging  that  the  savings 
bank's  ARM  product  violated  a  1  988  state  law.  Civil  suits 
have  also  been  filed. 

fIRST  NATIONWIDE  Settled  suits  charging  that  it 
misrepresented  its  terms  in  advertisements  and  calculated 
mortgage  rates  incorrectly.  More  than  24,000  customers 
may  have  been  affected. 

DATA:  BUSINESSWEEK 


form  than  consumer  mortgages.  He  says 
excess  charges  average  0.6%  of  the 
loans'  face  value,  or  $12,000  on  a  $2  mil- 
lion loan,  but  he  recently  found  a 
$200,000  error. 


To  be  sure,  customers  have 
more  recourse  today  than  they 
used  to.  The  Cranston-Gonzalez 
Affordable  Housing  Act,  passed 
in  1990,  gives  them  the  right 
to  request  a  review  of  their 
mortgage,  and  banks  are  re- 
quired by  law  to  notify  bor- 
rowers if  their  loans  are  sold. 
And  there  is  a  rapidly  growing 
group  of  loan  auditors  who  will 
review  individual  mortgages 
for  a  fee  of  $100  or  so. 

Experts  agree  that  most  of 
the  mistakes  are  the  result  of 
understaffing  and  frequent 
turnover  among  mortgage-ser- 
vicing employees.  "These  don't 
appear  to  be  problems  of  pur- 
pose," says  Robert  Fryer,  pres- 
ident of  San  Diego-based  Loan- 
Chek.  "They  appear  to  be 
problems  of  competence." 

Regardless  of  the  motive, 
though,  consumers  are  losing 
their  patience  almost  as  fast 
as  they're  losing  money.  And  more  and 
more,  they're  banking  on  the  courts  in- 
stead of  their  mortgage  lenders. 

By  Kelley  Holland  in  New  York,  with 
Mark  Maremont  in  Boston 


IF  YOUR  ARM  FEE1S  FUNNY 


••• 


%  everal  years  ago,  consumers  who 
^questioned  rate  adjustments  on 
W  their  mortgages  had  little  re- 
rse.  Today,  though,  public  laws  and 
'ate  services  are  in  place  to  redress 
balance. 

Irst  and  foremost  is  the  Cranston- 
lzalez  Affordable  Housing  Act  of 
0.  Under  the  act,  when  consumers 
iplain  to  their  bank  in  writing  about 
roblem  with  their  mortgage,  the 
ik  must  acknowledge  the  letter 
run  20  days  and  address  the  prob- 
within  60  days. 

State  statutes  of  limitations  some- 
es  come  into  play  as  well.  Even  if  a 
l  has  been  repaid,  consumers  may 
e  several  years  from  the  date  of 
ayment  to  get  errors  corrected. 
Regulators  are  now  taking  an  ac- 
;  interest  in  adjustable-rate  mort- 
e  rates.  The  Federal  Financial  Insti- 
ions  Examination  Council  has 
eloped  guidelines  to  deal  with 
ks  and  thrifts  that  set  variable-rate 
tgage  rates  incorrectly. 
IDER  insight.  For  consumers  who 
lid  like  to  enlist  the  help  of  pro- 
;ionals,  a  dozen  or  more  loan-audit- 
companies  are  happy  to  help.  Sev- 
l  loan  auditors,  in  fact,  have  had 
sonal  experiences  with  mortgage 
is:  David  Machlin,  president  of  arm 


Technologies  in  Rockville,  Md.,  used 
to  make  mortgage  loans  for  a  credit 
union,  and  John  Geddes,  head  of 
Consumer  Loan  Advocates,  in  Lake 
Bluff,  111.,  uncovered  numerous  mort- 
gages that  had  been  priced  incorrectly 
when  he  worked  in  quality  control  at  a 
savings  and  loan,  and  then  at  the  Fed- 
eral Savings  &  Loan  Insurance  Corp. 
after  his  company  be- 
came insolvent. 

Typically,  auditors 
charge  $100  or  so  for  a 
loan  review.  Such  re- 
ports range  from  sim- 
ple audits  of  a  client's 
loan  rates  to  mortgage- 
insurance  and  escrow 
analysis.  Richard  Roll, 
president  of  Mortgage 
Monitor  in  Norwalk, 
Conn.,  says  his  compa- 
ny offers  a  service  for 
refinancers  that  looks  at  both  the  old 
loan  and  the  new  one.  And  some  loan 
auditors,  including  Loantech,  in  Gai- 
thersburg,  Md.,  and  Consumer  Loan 
Advocates,  offer  do-it-yourself  kits  for 
consumers  who  want  less  than  a  full 
audit. 

As  a  last  resort,  there  are  the 
courts.  Class  actions  are  pending 
against  a  number  of  lenders,  but  even 


borrowers  who  are  not  involved  in  the 
suits  may  sometimes  benefit.  Says 
Henry  J.  Price,  a  partner  at  the  India- 
napolis law  firm  Price  &  Barker:  "The 
real  advantage  of  these  lawsuits  is  that 
we've  been  able  to  do  a  real  in-depth 
examination  of  the  portfolio  and  correct 
all  the  errors"  if  a  bank  appears  to  be 
making  the  same  mistakes  on  a  series 
of  loans. 

READ  THE  PAPERS.  The 

most  important  de- 
fense against  being 
overcharged,  however, 
is  vigilance.  Experts 
recommend  that  con- 
sumers keep  tabs  on 
market  interest  rates 
and  check  their  mort- 
gage-rate adjustments 
against  the  rates  pub- 
lished in  newspapers. 
"The  banks  seem  to 
be  making  more  simple  mistakes  be- 
cause they're  just  overwhelmed"  with 
the  volume  of  refinancings  and  mort- 
gage applications  coming  their  way, 
says  Consumer  Loan  Advocates'  Ged- 
des. If  consumers  want  to  avoid  having 
their  arms  twisted  by  overworked 
mortgage  servicers,  they  need  to  act 
as  their  own  watchdogs. 

By  Kelley  Holland  in  New  York 
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INTERPUBLIC  MAY 
BE  THINKING  OF 
GOING  PRIVATE 


With  the  economy  still  limping 
along,  advertising  spending 
isn't  exactly  blasting  off  the 
blocks.  And  the  recent  thumbs-down 
attitude  on  the  Street  toward  brand- 
name  consumer  products  hasn't  helped 
the  advertising  industry  any.  So  when 
the  stock  of  Interpublic  Group,  the 
world's  second-largest  ad  agency,  tum- 
bled to  a  low  of  2378  on  July  26,  con- 
cern among  its  many  fans  became 
quite  palpable.  Not  a  few  money  man- 
agers who  had  accumulated  big  stakes 
in  Interpublic — its  shares  traded  as 
high  as  35  earlier  this  year — sought 
reassurance  from  top  company  execu- 
tives. And  reassured  they  were. 

One  investment  manager  was  told 
that  management  would  resort  to  a 
buyout  of  the  company  if  the  stock 
continued  to  dawdle  in  the  low  20s. 
With  Interpublic's  strong  cash  flow 
and  insiders  already  owning  some  20% 
of  the  stock,  management  has  the  fi- 
nancial wherewithal  and  borrowing  ca- 
pacity to  take  the  company  private,  a 
high-ranking  Interpublic  officer  told 
this  money  manager.  He  added  that 
management  wouldn't  put  up  with  it  if 
the  stock  were  to  go  down  some  more. 

That  definitely  "tended  to  put  a  floor 
of  support  under  the  stock,"  says  the 
Wall  Streeter.  Since  then,  shares  have 
crept  up,  closing  at  28%  on  Aug.  25.  So 
far,  management  has  purchased  some 
700,000  shares  this  year,  and  it's  not 
through  buying  yet.  One  insider  says 
management  intends  to  purchase  at 
least  1  million  shares  this  year. 
power  in  numbers.  "Given  the  compa- 
ny's strong,  predictable  earnings-per- 
share  growth  rate  of  12%  to  15%,  low 
debt,  and  share-repurchase  program," 
Interpublic's  stock  could  hit  42 — the 
top  of  its  recent  6-to-12  month  trading 
range,  figures  one  analyst  at  Neu- 
berger  &  Berman,  a  New  York  invest- 
ment firm.  He  notes  that  the  stock 
usually  trades  at  a  20%  premium  to  the 
market's  price-earnings  multiple. 
Based  on  estimated  1994  earnings  of 
$1.90  a  share,  Interpublic  stock  is  now 
trading  al  a  p-e  of  14,  way  below  the 
current  22  p-e  of  the  Standard  &  Poor's 
500-stock  index. 

"Most  definitely  the  stock  is  cheap  at 
its  current  price,"  says  Ed  Walczak, 
investment  manager  in  the  U.  S.  of 


THE  MODEST  REBOUND 
AT  INTERPUBLIC 
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Swiss  bank  Vontobel.  He  notes  that 
the  ad  industry  is  undergoing  a  consoli- 
dation because  some  of  the  giants  such 
as  Saatchi  &  Saatchi  and  WPP  Group 
have  overleveraged  themselves. 

Walczak  believes  that  Interpublic  is 
the  best  play  in  advertising  because  of 
its  global  reach.  About  69%  of  1992 
revenues  and  80%  of  earnings  came 
from  overseas.  The  company  serves 
over  4,000  clients  in  80  countries,  in- 
cluding Unilever,  General  Motors,  and 
Coca-Cola. 


A  GUSHER  AT 
SARATOGA  SPRINGS? 


In  the  richly  competitive  bottled-wa- 
ter  business  dominated  by  Perrier 
Group  and  Evian  Waters,  what 
chance  does  a  tiny  company  have? 
Quite  a  lot,  especially  if  it's  Saratoga 
Spring  Water,  a  well-known  name  on 
the  East  Coast  for  over  100  years. 
Some  investors  are  buying  into  the 
company,  which  went  public  in  June  at 
5  a  share  and  two  days  later  sprang  to 
8%.  The  stock  is  now  at  TVs,  but  these 
pros  believe  they  have  a  big  winner. 

Saratoga  is  headed  by  Robin  Prever, 
a  33-year-old  former  portfolio  manager 
at  Gabelli  Asset  Management,  who 
formed  a  group  last  year  to  buy  Sara- 
toga from  Evian  Waters  of  France. 

"I'm  a  Gabelli-trained  value  investor 
who  knows  value  when  I  see  it,"  says 
Prever,  now  Saratoga's  President  and 
CEO.  Evian  acquired  Saratoga  from  An- 
heuser-Busch for  $8  million  in  1988,  put 
in  an  additional  $3  million,  and  then 
closed  it  down  in  May,  1991,  when  it 
believed  the  U.  S.  sparkling-water  mar- 
ket had  tanked.  But  in  April,  1992, 


Evian,  a  unit  of  the  French  congloil 
ate  BSN,  sold  the  shuttered  companl 
the  Prever  group  for  $2.3  million,  fl 
The  free-flowing  springs  on  the  cl 
pany's  property  in  Saratoga,  Nl 
with  its  modern  production  and  I 
tling  facilities,  are  worth  $10  milil 
notes  Prever.  And  this  company,  I 
predicts,  will  dominate  the  $40  mill 
premium  bottled-water  market  in  1 
Connecticut,  New  York,  and  New  I 
sey  area  in  three  years. 

One  analyst  sees  revenues  of  $4  I 
lion  in  1994  and  $6  million  in  1995,1 
1993's  $3  million.  After  a  modest  I 
this  year,  Saratoga  will  be  in  the  bl 
by  1994,  he  figures.  Thereafter,  el 
ings  could  explode,  he  says,  partly! 
cause  of  acquisitions  Prever  has  \m 
up.  Mario  Gabelli  says  he  won't  be  I 
prised  if  Saratoga  becomes  a  big  w 
ner  in  the  industry. 


THIS  WARRANTY 
IS  STILL  GOOD 


Warrantech  is  in  the  unu«| 
business  of  providing  \H 
ranties  and  service  contrH 
for  products  whose  original-manuH 
turer  warranties  have  expired.  ProH 
as  the  business  may  seem,  its  potenH 
is  quite  large,  says  Jonathan  Bfl 
president  of  Berg  Capital,  which  H 
accumulated  a  stake  in  the  companH 
He  may  be  right- — or  at  least  insiH 
American  International  Group  thiH 
so.  In  late  July,  AIG  purchased  $6.4  H 
lion  of  Warrantech 's  preferred  shaH 
convertible  to  a  20%  stake  in  the  cl 
pany's  common  stock.  Why?  "WariH 
tech  is  a  major  force  in  its  busine:H 
says  analyst  Richard  West  of  SI 
wood  Research  Group  in  New  Y< 
Warrantech  markets  and  administ 
service  contracts  and  limited-warra 
programs  for  the  auto,  computer,  e 
ironies,  and  appliance  industries. 

West  says  Warrantech  and  AIG 
pect  revenues  to  hit  $400  million  ill' 
years,  vs.  the  estimated  $54  millioriij 
the  year  ending  June  30,  1994.  Wsj 
figures  revenues  will  jump  to  $75  ii 
lion  in  fiscal  1995,  when  the  comp:l 
should  earn  50$  to  55<t  a  share,  vs.  J 
estimated  16$  in  fiscal  1994. 

AIG  and   Warrantech   have  a 
formed  a  joint  venture  in  Britain  ca 
TechMark  Services  to  provide  the  saH 
extended  warranty  and  service  c 
tracts  in  Europe. 

Warrantech's  stock,  now  trading 
315/16  a  share,  doesn't  yet  reflect 
vast  potential  the  link  with  AIG  rej 
sents,  says  money  manager  Berg. 
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SOMETIMES  WHEN 


A  GREAT  IDEA  YOU 
WANT    TO  TELL 


Okay,  so  you're  not  the  kind  of  person 
shout  it from  the  rooftops.  Maybe  a  global 
r  is  more  your  style.  An  international 
ieoconference,  even  better. 

At  Sprint,  we  grasp  the  concept.  And 
'  believe  in  great  ideas.  After  all,  we  had 
ough  faith  in  a  little  thing  called  fiber 
tics  to  launch  a  global  network  back  in 
86.  And  today  we're  the  only  communica- 
•ns  company  to  offer  local,  global  and 


fft?  Spnm  Communications  Company  L  P 


cellular  capability.  Not  to  mention  the  power 
to  communic  ate  with  over  290  countries 
and  locations  around  the  world  and  a  con- 
nection so  clear  you  could  hear  a...  well, 
you  know. 

But  alas,  man  does  not  live  by  tech- 
nology alone.  So  it's  nice  to  know  there's  a 
communications  company  you  can  actually 
communicate  with.  At  Sprint,  we  place 
more  value  on  helping  people  move  forward. 


than  getting  them  back.  That  means 
delivering  the  future,  rather  than  just 
promising  it. 

So  the  next  time  you  have  a  great  idea, 
don't  be  shy.  And  don't  wait  for  someone 
else  to  bring  you  the  technology  that  lets 
you  spread  the  word. 

Because  with  Sprint  you  have  the  world 
now.  And  the  power  to  share  it  with  anyone, 
anywhere,  anytime. 


Be  there  now. 

1-800-PIN -DROP 


Sprint 


e  Arts  Business 


MUSIC  I 


E 


ven  the  Marx  Brothers  would  be  at 
ome  in  Denver's  Boettcher  Con- 
cert Hall  come  September,  when 
the  Colorado  Symphony  Orchestra's  sea- 
son starts.  The  audience  often  dresses  in 
Levis  and  T-shirts.  Lured  by  ads  on 
country-music  radio  stations,  concert- 
goers  sip  wine  and  beer  with  musicians 
beforehand.  After,  they  flood  the  stage 
to  chat  and  ask  questions:  Why,  for  ex- 
ample, does  the  French  horn  player  put 
his  hand  into  the  instrument's  bell?  They 
clap  between  symphonic  movements— a 
sign  of  boors— and  wave  at  the  players. 
These  days,  the  musicians  are  waving 


back.  "We  need  patrons,  but  we're  also 
interested  in  customers  and  fans,"  ex- 
plains Lee  D.  Yeingst,  a  veteran  violist 
and  vice-chairman  of  the  CSO's  board. 
Most  of  all,  Yeingst  and  his  colleagues 
want  a  future  in  music,  and  now  they 
have  one.  In  four  years,  Denver  has 
gone  from  a  contentious,  debt-ridden  or- 
chestra to  a  musical  cooperative  with  a 
small  surplus.  Ticket  sales  are  up  50%. 

These  are  cacophonous  times  for 
America's  orchestras.  Their  standard 
product— staid  performances  for  hushed, 
well-dressed  patrons— no  longer  sells. 
"The  old  corps  of  subscribers  is  either 


dead  or  in  rest  homes,"  says  Mar'| 
Walker,  executive  director  of  the  } 
bama  Symphony  Orchestra.  YougJ 
generations,  uneducated  in  musicB 
cause  of  financially  strapped  schl 
think  orchestras  are  boring.  Minoiij 
say  they're  elitist. 

POSTLUDE.  Meanwhile,  expenses  arm 
ing:  An  American  Symphony  Orch« 
League  (ASOL)  study  of  254  grB 
shows  costs  soared  700%,  to  $699  mm 
from  1971  to  1991,  while  inflation  jj 
236%.  With  public  funding  and  c<ja 
rate  contributions  declining,  only  an 
orchestras  run  in  the  black.  The  irffl 
try's  deficit  junroed  to  $23.2  millkB 
1991,  from  $2.8  million  in  1971,  and  tl 
expected  to  hit  $60  million  by  2000» 
chestras  in  Oakland,  Orlando,  Sacrafl 
to,  and  Birmingham,  Ala.,  have  closBi 
declared  bankruptcy,  while  those  inB 
falo,  Cincinnati,  Salt  Lake  City,  andB 
Diego  have  teetered  on  the  brink.  I 

Denver  almost  played  its  final  ■ 
too.  Instead,  it  borrowed  some  barsB 
management  texts  and  wrote  a  few* 
ones  to  come  up  with  a  plan  that  rfm 
save  others,  too.  "They  were  an  inw 
tion  to  us  because  they  had  the  aua 
to  do  what  they  did,"  says  SueajB 
Wood,  executive  director  of  the  ft 
siana  Philharmonic  Orchestra,  a  m 
cian-run  group  formed  after  the  ■ 
collapse  of  the  New  Orleans  SympBj 
Orchestra.  Others  are  studying  thflll 
to  see  how  they  can  "be  more  effeH 
without  going  through  Armaged|S 
says  Catherine  French,  asol  presiB 
Among  them:  those  in  Akron;  FrBj 
Calif.;  Hartford;  Memphis;  SacranJP 
San  Diego;  and  Syracuse,  N.Y. 

Denver's  problems  began  a  d«| 
ago.  As  income  fell,  the  Denver  SyiW 


BREAKING 

A  SOUND  BARRIER 


The  Colorado  Symphony  Orches- 
tra model  may  help  small  groups 
survive,  but  Michael  J.  Koss,  39, 
has  a  way  to  help  them  thrive. 

Largely  ignored  by  a  recording  in- 
dustry interested  in  volume  sales,  sec- 
ond-tier orchestras  find  it  hard  to  crack 
the  national  and  international  music 
scene.  That  speller!  opportunity  to  the 
chief  executive  of  Milwaukee's  Koss 
Corp.,  whose  $32  million  in  sales  makes 
it  No.  1  in  stereo  headphones.  Why  not 
make  compact  disks  of  regional  orches- 
tras playing  underrecorded  music? 
They  could  win  critical  radio  airplay 
and  higher  profiles  for  the  orchestras. 


Says  Joan  H.  Squires,  the  Milwaukee 
Symphony  Orchestra's  executive  direc- 
tor: "It  is  a  terrific  opportunity  to  let 
people  know  of  our  quality." 

Since  1989,  Koss  has  released  16 
Koss  Classics  CDs  by  orchestras  in  Mil- 
waukee. Indianapolis,  and  Grand  Rap- 
ids. Six  CDs  are  in  the  works,  and  Koss 
hopes  to  sign  up  10  more  orchestras. 
The  CDs  focus  on  such  pieces  as  Saint- 
Saens'  first  symphony  and  on  such  liv- 
ing American  composers  as  David  Ott. 
And  they  have  won  critical  acclaim  as 
well  as  distribution  in  big 
music  chains. 

ENTHUSIASM.  The  CDS  do 

help.  When  the  Indianapolis 
Symphony  Orchestra  made 
a  European  tour  in  1987, 
it  was  virtually  unknown 
there,  says  President  Rob- 
ert C.  Jones.  This  spring, 
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"we  found  great  enthusiasm.  BookH 
were  lucrative  and  readily  availabH 
The  collaboration  isn't  a  big  mow 
maker.  Each  CD  must  sell  10,000  ccffl 
to  break  even.  Koss,  which  piekHBp 
most  of  the  costs,  took  in  just  $12(w 
from  the  CDs  for  the  year  to  JuntB 
More  important  is  the  recent  licB 
ing  of  its  name  to  Holland's  HagerK  - 
er,  which  is  rolling  out  stereos,  bfl 
boxes,  and  other  products  in  NH 
America.  Royalties,  plus  sales  ircB 
line  of  computer  speakers,  helped  M 
profits  up  threefold,  to  m 
million,  and  Koss's  sBj 
from  $2.50  to  $15.  ThatH 
formance  doesn't  quite  afcl 
fy  Koss,  though:  He  ill, 
helping  orchestras  sta'  B 
business,  too. 

By  Lois  Therrit  <j 

Chicago 


THE  APT'", 


HEALTHMAX  BEATS  SOLOFLEX  AND  NORDICFLEXGOLD  ! 

COSTS  $600-$700  LESS! 

9  Powerf  ul  Reasons  to  Choose  HEALTHMAX  as  Your  Total- Body  Fitness  System. 


NordkFlex 

Gold 

-> 

] 

\ 

1 

t 

THE  REASONS 

HealthMax 

SOLOFLEX 

N0RDICFLEX  GOLD 

r 

Low  price 

gfYES  $329 

(plus  $49  S/H) 

#no  $995 

(plus  $105  S/H) 

6*no  $999 

(plus  $99  S/H) 

I  , 

Easy  to  use 

,                 No  assembly/ 
01 ES       disassembly  required 
between  exercises. 

Requires 
JA  NO  assembly/disassembly 
"            between  exercises. 

Requires 
X  NO       assembly/ disassembly 
between  exercises. 

1 

■    Leg  Extension 
Unit  included 

r/fyzc   Permits  both  leg  extensions 
1^               and  lying  leg  curls. 

$  NO            $200  extra. 

>r         BUT... Leg  unit  included 
l/j  YES,      doesn't  permit  lying 
leg  curls. 

1 

1 

Butterfly  Unit 
included 

1 "               extra  cost. 

J 

%  NO            $200  extra. 

BUT... You  must 
ycc    assemble  before  each  use, 
1*         '     and  disassemble  to  use 
bench  press. 

1  Strength 
conditioning  for 
all  five  major 
muscle  groups 

HEALTHMAX  strengthens 

r-VyCC              3"  OVe:  armS,  legS, 

^              abdominals,  back  and 
pectorals. 

BUT. ..You  must 

rXvtC   Purcnase  $400  in  extra 
^  ■  «/      accessories  to  do 

comparable  exercises 
for  legs  and  pecs. 

j-V'yfc        BUT... Why  would 
1^              you  pay  $700  more 
than  HEALTHMAX" 

|  Comfortable 
bench 

,            Padded  bench  is  a  full 
YES     47"  long,  12"  wide,  and  a 
comfortable  20"  high. 

J 

Padded  bench  is  only  40'/" 
X  NO  'on8'  making  some  lying 
"        down  exercises  awkward. 

Padded  40"  bench  is  short, 
K]  NO    narrow  (only  9"  wide),  and 
too  high  (24")  off  the  ground. 

Hydraulic 
cylinder  resistance 
system 

,          Adjusts  to  your  personal 
IX  YES       resistance  level  with  a 
simple  twist  of  a  dial. 

Uses  rubber  bands 
yC  NO    which  must  be  changed 
"         to  vary  resistance  level. 

J 

±j.               Uses  complicated 
A  NO  cord/pulley/mechanical 
resistance  system. 

Full  refund 
of  return  freight 
if  unit  returned 

If  not  satisfied,  we  will 
rjTvzc          refund  your  cost, 
ifi      5   shipping/handling  charges, 

and  all  return  freight! 

J 

You  pay  over 
X  NO         10  retum.  It  must  go 
"            by  truck  to  Oregon! 

-j.                    You  pay 
35  NO         about  $65  to  return 
by  UPS. 

^  Payable 
in  installments 

9  easy  installments 
STYES            of  just  $36.56! 

($49.00  S/H  added  to  first  installment.) 

rVvcc          BUT.. .You  pay 
lyfl  T  tb,      $39  per  month  for 
the  next  2  YEARS! 

BUT...  At  4  payments  of 
r^YES     $250,  each  installment  is 
»         '  almost  as  much  as  the  total 

cost  of  a  HealthMax  ! 

When  you  compare,  the  choice  is  easy... it's  HEALTHMAX ! 

Let's  face  it,  when  all  is  said  and  done,  what  you  really  want  is  a  body  like  this.  Until 
now,  that  meant  spending  $1,000  or  more  for  a  Soloflex  or  NordicFlex  Gold.  But  now 
the  secret  is  out... HEALTHMAX  gives  you  as  much  — and  more — for  up  to  $700  less! 
So  call  today  to  get  the  hard  body  you  want  for  just  $329.  And  while  you're  at  it,  take  the 
$600-$700  you'll  save  and  buy  yourself  a  reward. 


CALL  TOLL-FREE  FOR  A  30-DAY 
NO-RISK  HOME  TRIAL: 


1-800-458-4652 


Ext.  638-1214 


idicFlex  Gold  is  a  trademark  of  NordicTrack,  Inc. 
oflex  is  a  registered  trademark  of  Soloflex.  Inc. 


HEALTHMAX 

47  Richards  Avenue  •  Norwalk,  CT  06857 
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ny  Assn.,  the  cso's  predecessor,  bor- 
rowed and  dipped  into  advance  ticket 
revenues  to  pay  its  hills.  "It's  easy  to 
say:  'Next  year  will  be  better— all  we 
have  to  do  is  ride  it  out,' "  says  James  L. 
Copenhaver,  a  retired  Honeywell  Inc. 
executive  brought  in  as  CSO  executive  di- 
rector in  1990.  By  1989,  the  orchestra 
was  $5  million  in  debt,  and  management 
tried  to  cut  musicians'  pay  by  two-thirds. 
But  they  walked  out  and  signed  with  a 
local  promoter  to  do  a  concert  series. 
That  fall,  the  USA  filed  for  Chapter  11. 

Because  the  musicians  weren't  very 
successful  on  their  own,  though,  they 
agreed  to  work  with  symphony  trustees 
to  form  a  new  orchestra  with  tight  fiscal 
controls.  The  new  CSO  works  on  a  cash 
basis  and  can't  borrow  or  operate  at  a 
deficit.  Money  from  advance  ticket  sales 
is  escrowed  until  each  concert.  Staff  was 
cut  by  two-thirds,  to  13,  and  musicians 
took  a  25%  pay  cut.  Another  key  to  suc- 
cess is  the  cso's  cooperative  structure. 
The  75-member  DSA  board,  studded  with 
pillars  of  Denver's  Establishment,  was 
scrapped  for  a  27-member  body  that  in- 
cludes nine  musicians  elected  by  col- 
leagues. With  them  in  on  pay  talks, 
"there's  a  modulating  effect  from  the 
musicians,"  says  Copenhaver. 
young  blood.  The  new  structure  draws 
players  into  promotional  and  fund-raising 
activities.  They  help  make  programming 
decisions,  with  an  eye  to  broadening  the 
cso's  appeal.  Last  year,  they  suggested 
teaming  up  with  a  local  dance  troupe 
to  perform  Carmina  Burana,  a  1937  sym- 
phony based  on  medieval  themes,  which 
sold  out.  And  they  proposed  Casual  Clas- 
sics—weekend programs  to  introduce 
newcomers  to  classical  music— and  take 
part  in  more  schools  programs  and  pre- 
concert minilectures. 

Last  spring,  the  musicians  picked  Ma- 
rin Alsop,  37,  the  music  director  of  the 
Long  Island  Philharmonic,  as  the  cso's 
first  principal  conductor.  She  had  been  a 
guest  conductor  at  their  invitation  and 
had  undergone  a  grilling  by  the  play- 
ers—a  process  so  unnerving  to  one  Euro- 
pean candidate  that  he  withdrew. 

A  few  sour  notes  remain.  Despite  a 
9%  raise  in  1991,  salaries  are  low.  With 
only  a  small  endowment,  the  CSO  de- 
pends on  ticket  sales.  That  will  be  con- 
sidered when  the  players  help  pick  a 
successor  to  Copenhaver,  who  is  retiring. 

Still,  the  orchestra's  future  seems  se- 
cure. Even  Denver's  old  guard,  which 
might  have  been  offended  by  its  new 
persona,  is  delighted  with  its  revival. 
Like  the  horn  player  who  puts  his  hand 
in  the  bell  to  modulate  the  tone,  the 
< :S( )  has  discovered  that  control  produces 
the  sweetest  sounds.  With  any  luck, 
those  notes  will  resound  throughout 
America's  many  other  troubled  perform- 
ing-arts centers. 

By  Sandra  L>.  Atchison  in  Denver 


TELECOMMUNICATIONS  I 


AMERICAN  TELEPHONE 
&  MULTIMEDIA? 


It  aims  to  send  digitized  video  over  cable  and  phone  lines 


I  t  seems  hardly  a  week  goes  by  that 
I  Robert  M.  Kavner,  AT&T's  executive 
H  in  charge  of  multimedia,  isn't  an- 
nouncing an  investment  in  some  startup. 
Some  of  these,  such  as  the  stake  in  EO 
Inc.,  are  aimed  at  creating  new  hard- 
ware to  accommodate  advanced  commu- 
nications. Others,  such  as  the  invest- 
ment in  Sierra  Network,  are  designed  to 
introduce  the  phone  company  to  new 
markets,  such  as  computer  games. 

Some  of  these  investments  may  pay 
off  handsomely  one  day,  but  none  is  like- 
ly to  alter  the  future  of  the  $65  billion 
telecommunications  giant.  In  fact,  these 
deals  are  just  the  trimmings  around  the 
edges.  American  Telephone  &  Telegraph 
Co.  has  much  bigger  plans  for  its  role  in 
the  digital  multimedia  future— that  prom- 
ised nirvana  in  which  vast  libraries  of 
movies,  games,  educational  software, 
and  other  information  will  be  available 
at  the  touch  of  a  remote-control  button 
in  the  nation's  living  rooms. 
CREATIVE  TOUCH.  Under  a  scheme  it  has 
never  before  discussed  publicly,  AT&T 
says  it  is  exploring  plans  to  build  what 
could  be  a  clearinghouse  for  the  Informa- 
tion Age.  Kavner,  an  executive  vice- 
president,  says  the  company  is  study- 
ing plans  to  build  a  network  of  digital 
storage  devices  around  the  country. 
These  giant  computers,  which  likely 
would  come  from  AT&T's  NCR  Corp.  sub- 
sidiary, would  store  movies,  television 
shows,  and  the  information  needed  to 
run  shopping  channels— in  other  words, 
all  sorts  of  programming  that  has  been 
turned  into  computer  code.  This  pro- 
gramming would  be  distributed  over 
AT&T's  nationwide  long-distance  network 
and,  through  connections  to  cable-TV 
companies  and  local  phone  systems,  to 
homes,  Kavner  says. 

But  AT&T  wants  to  do  more  than  just 
store  and  send  sequels  to  Jurassic  Park. 
It  wants  to  help  movie  studios,  retailers, 
educators,  and  others  develop  program- 
ming that  takes  advantage  of  the  new 
interactive  network— for  example,  by 
helping  them  create  interactive  game 
channels.  It  also  wants  to  use  its  com- 
puters to  handle  customer  billing  and 
divvy  up  royalties  and  other  fees  for 
"content"  owners  and  local  distributors. 


And  it's  working  with  software  corjfc 
nies,  which  Kavner  declines  to  idenl 
to  design  a  screen  format  to  select  ill 
active  services  from  a  TV.  In  efn 
AT&T  would  be  a  wholesale  supplier! 
service  bureau  for  the  two-way  vi 
systems  planned  by  cable  and  pi 
operators. 

Kavner  calls  it  the  "missing  indus 
in  the  development  of  the  digital 
"We're  looking  to  be  in  a  business 
really  doesn't  exist  today:  helping  t| 
who  own  content— titles— convert  toT 
ital  and  distribute  to  their  custor 


through  networks,"  he  says.  Kavner  all 
the  concept  "hosting."  AT&T  acts  am 
navigator  as  these  oceans  of  digital  at 
make  their  way  to  homes  and  orfice:jfl 
should  be  a  very  good  business,"  he  I 
How  good?  Kavner  won't  say.  Wat 
more,  he  concedes,  the  scheme  to 
many  obstacles  and  has  not  gotten  W 
the  drawing-board  phase,  even  thm 
he  has  been  discussing  it  with  majc.  it 
dustry  players,  including  Hollywod 
premier  dealmaker,  Creative  Arm 
Agency  Inc.  Chief  Michael  S.  Ovitz.B) 
proposal  could  be  shot  down,  for  epj 
pie,  if  programming  providers  sucH 
Hollywood  studios  don't  go  along  kj 
the  cable-TV  or  local  phone  comp;u« 
decide  to  form  a  similar  service,  m 
Kavner  expects  there  will  be  cone; 
ing  video  systems.  But  if  AT&T  carpi* 
it  off,  the  plan  could  dramatically  boJ 
the  traffic  over  the  company's  rn'\oi 
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i  network— and  revenues  along  with 
nd  secure  its  place  in  the  race  to 
1  an  information  superhighway, 
he  AT&T  scheme  just  might  suit  ca- 
iompanies,  figures  Berge  Ayvazian, 
nalyst  at  Yankee  Group,  a  telecom- 
ieations  consulting  firm.  He  says 
3  cable  operators  are  leery  about 
sting  millions  to  develop  their  own 
)uter  "servers"  and  advanced  switch- 
systems  to  store  and  distribute  dig- 
programming.  AT&T's  system  also 
Id  mesh  with  a  video  network 
ned  by  Teleport  Communications 
ip  Inc.,  a  data  networking  company 
ed  by  cable  operators,  Ayvazian 
.  Teleport  plans  to  link  cable  compa- 
within  metropolitan  areas,  allowing 
l  to  share  digital  programming 
s.  AT&T's  system  could  plug  into 
port's  networks,  he  says. 
AND  RUNNING."  Kavner's  plan  also 

be  a  good  way  to  get  entertain- 
t  programmers  to  accelerate  their 
i  into  the  digital  age,  says  Edward 

orowitz,  senior  -vice-president  at  Vi- 
i  International  Inc.,  which  owns  ca- 
jystems  and  programming,  includ- 

MTV.   "Right  now,   servers  are 

Local  phone  outfits  pose  stiff 

competition:  Bell  Atlantic 
won  a  court  ruling  allowing  it 
to  package  and  sell  programs 

plug  into  and  get  reams  of  data  out  of 
Kavner's  digital  storehouses. 

One  thing  Kavner  says  he  won't  do  is 
compete  with  customers  on  content.  For 
example,  he  dismisses  speculation  that 
AT&T  is  shopping  for  a  movie  studio. 
The  seeming  exception,  his  investment 
in  Sierra,  was  made  to  create  a  mar- 
ket for  video  games  played  over  phone 
lines.  "We're  better  off  serving  content 
people  as  a  customer."  he  says. 

Even  if  AT&T  decides  now  to  go  ahead 
with  its  plan,  it  could  be  years  before  it 
gets  rolling.  One  big  problem:  The 
phone  giant  has  no  control  over  the  "re- 
tail" side  of  the  equation— selling  ser- 
vices to  consumers  via  local  phone  com- 
panies and  cable  operators.  It  may  take 
many  years  and  many  billions  to  up- 

Local phone  companies  have  big  video 
plans  of  their  own.  One  of  them,  Bell  At- 
lantic Corp.,  won  an  important  court 
ruling  on  Aug.  24  that  allows  it  to  pack- 
age and  sell  video  programming.  A  U.  S. 
District  Court  found  unconstitutional  the 
provision  of  the  1984  federal  cable  law 
that  bans  Baby  Bells  from  the  video- 
programming  business  in  their  tele- 
phone-service areas.  If  the  ruling  is  up- 
held, Bell  Atlantic  plans  to  offer  video 
programming  over  both  its  own  regional 
phone  network  and  via  cable  and  phone 
companies  outside  its  region.  Meanwhile, 
AT&T's  long-distance  competitors,  chiefly 
MCI  and  Sprint  Corp.,  are  also  capable  of 
adding  video  servers  to  their  networks. 
"If  MCI  took  $100  million  and  bought  100 
servers,  what  would  the  AT&T  edge  be?" 
asks  one  cable  industry  executive.  MCl's 
Taylor  says  the  company  is  considering 
video  services,  while  Sprint  declines  to 
comment. 

But  AT&T  is  not  going  into  this  new 
business  blindly.  It  already  has  begun 
testing  interactive  video  delivery  with 
cable  operators  Viacom,  TCI,  and  Time 
Warner,  and  it  also  plans  to  beef  up  the 
ImagiNation  Network  in  order  to  give  it 

ft  Y9£              1  Til  1     It  D  E  A  BJI   AT&T  wants  to  get  rolling  on  the  information  highway  by  creating  a  digital  clearing- 
tl    v    l/lwl  IHL    l/l\EMIVI   house  that  would  turn  content  into  digital  form,  then  distribute  it  over  networks 

•/        (ft)  >                   -                               ^  . 

:-  ■■\aJk*          3mda*  VIDEO  GAMES                      -^■■k.                 J  m  _  J^^M 

AT&T'S  DIGITAL  CLEARINGHOUSE      CABLE-TV  OPERATORS  AND       TVs  AND  PERSONAL  COMPUTERS 
ETAILERS    WKr           INTERACTIVE  EDUCATION     AND  LONG-DISTANCE  NETWORK      LOCAL  PHONE  COMPANIES 

DATA:  AT&T,  BUSINESS  WEEK 

3ns  of  dollars,"  he  says.  "By  provid- 
1 1  server  as  a  service,  you're  able  to 
your  programming  concept  and  get 
i  and  running  much  more  rapidly." 
and  AT&T  are  already  testing 
i  active  video  using  NCR  computers  in 
ro  Valley,  Calif.  Horowitz  praises 
lT&T  technology,  but  adds  that  even- 
y  cable  operators  will  want  to  own 
:  ;ervers  that  deliver  their  programs 
1  will  want  AT&T  simply  to  furnish  fi- 
pipelines  to  link  cable  operations 
id  the  country, 
i  r  AT&T,  Kavner's  new  plan  fits  nice- 
'  ith  other  efforts  to  dominate  the 
]  al  age.  These  include  the  "personal 
■  nunicators"  made  by  EO,  a  company 
controls;  set-top  control  boxes  for 
active  TV  designed  by  3DO  Co.,  in 
h  AT&T  is  an  investor;  and  Sierra 
i  vork,  which  AT&T  has  renamed 
.iNation  Network.  All  these  could 

grade  their  systems  to  handle  interac- 
tive video.  Beefing  up  the  long-distance 
network  with  server  computers  may  be 
the  simple  part.  Notes  Jerry  Taylor, 
president  of  MCI  Communications  Corp.'s 
consumer  division:  "The  challenge  is  get- 
ting into  the  home." 
RIVAL  ROUNDUP.  Then  there  are  the  po- 
tential competitors.  Microsoft  Corp.,  for 
one,  is  in  talks  with  cable-TV  operators 
about  forming  a  joint  venture  called  Ca- 
bleSoft,  which  would  devise  software  to 
control  the  set-top  boxes  for  interactive 
TV.  IBM  is  another  potential  challenger.  It 
tried  to  set  up  a  distribution  system  for 
digital  programming  a  few  years  ago, 
but  talks  with  Tele-Communications  Inc. 
(TCI),  Time  Warner  Inc.,  and  others  fell 
through.  Still,  that  doesn't  mean  that 
Big  Blue,  which  has  the  skills  and  equip- 
ment needed  to  digitize,  store,  and  dis- 
tribute content,  has  given  up. 

a  taste  of  the  "content-hosting"  business. 

Kavner  says  AT&T  has  one  big  advan- 
tage over  most  potential  competitors: 
It  is  a  relatively  neutral  party.  It  doesn't 
control  much  content,  as  do  cable  compa- 
nies and  Microsoft.  And  it  doesn't  con- 
trol local  distribution,  as  do  the  cable 
and  local-phone  companies.  AT&T  is  using 
this  neutrality  to  act  as  a  broker:  "We're 
talking  to  everybody  who  has  content," 
says  Douglas  M.  Dunn,  an  AT&T  vice- 
president  helping  Kavner  carry  out  the 
scheme. 

Kavner  says  AT&T's  plan  could  be  just 
what  is  needed  to  jump-start  the  infor- 
mation highway.  "Will  it  be  one  deal  at  a 
time,  which  is  what's  going  on  today, 
or  do  some  of  the  more  significant  play- 
ers need  to  stand  up?"  he  asks.  Clearly, 
AT&T  is  willing  to  stand  up— and  be 
counted. 

By  Bart  Ziegler  in  Basking  Ridge,  N.  J. 
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COMPUTERS  I 


THERE'S  NO  PLACE  LIKE  HOME. 
JUST  ASK  PC  MAKERS 


They're  aiming  a  host  of  new  products  at  the  booming  market 


CIRCUIT* 

WHERE  LOW  PRICES  ARE  AW* 


SELLING  PRESARIOS:  COMPAQ  IS  TAKING  AIM  AT  FIRST-TIME  COMPUTER  BUYERS 


E 


ver  since  a  Charlie  Chaplin  look- 
alike  first  peddled  IBM's  personal 
computer  to  TV  viewers,  PC  makers 
have  sought  a  magic  formula  that  would 
turn  computers  into  the  next  great  home 
appliance.  A  decade  later,  no  single  var- 
iant of  the  PCs  used  in  schools  and  offic- 
es has  clicked  with  consumers  the  way 
VCRs  and  CD  players  have.  But  a  signifi- 
cant it  ill-defined  market  has  emerged: 
students,  technogeeks,  white-collar  work- 
ers burning  the  midnight  oil,  and  mil- 
lions of  other  Americans  have  ushered 
pes  into  their  homes. 

Now,  PC  makers  can't  afford  to  skip 
the  home  market.  Last  year,  27%  of  all 
pes  sold  in  the  U.S.  went  into  homes. 
By  1996,  the  figure  will  he  42%,  says 
researcher  Channel  Marketing  Corp.  The 
portion  consumed  by  big  businesses— 
historically  the  strongest  PC  market- 
will  shrink  from  :'»()%  to  just  10%.  The 
home  market  "will  drive  the  industry 
for  the  rest  of  the  decade,"  says  Channel 
Marketing  President  David  M.  (Goldstein. 
ALL  IN  ONE.  The  last  one  into  the  pool, 
Compaq  Computer  Corp.,  is  now  trying 
to  make  the  biggest  splash.  Last  year, 
the  Houston-based  PC  maker  pulled  out 
of  a  nosedive  by  slashing  costs  and  mar- 
keting new  low-priced  models  to  corpo- 
rate and  small-business  buyers.  Some 
low-cost  ProLinea  PCs  went  to  consum- 
ers via  mass  merchandisers  such  as  Cir- 


cuit City  Stores  Inc.  But  now  Compaq  is 
taking  aim  at  the  novice  buyers  that 
IBM  (with  its  PS/1  line),  Packard-Bell 
Electronics,  and  Apple  Computer  have 
been  reaching  for  several  years.  With 
sales  through  such  stores  rising  25%  an- 
nually, "the  time  is  right,"  says  Senior 
Vice-President  Ross  Cooley. 

Introduced  on  Aug.  26,  Compaq's  Pre- 
sario  PCs  include  software  aimed  at  neo- 
phyte PC  users,  includ- 
ing a  word  processor, 
games,  and  Quicken, 
a  popular  personal- 
finance  manager. 
What's  more,  each 
Presario  will  come 
with  a  special  fax  mo- 
dem that  not  only  al- 
lows access  to  on-line 
services  such  as  Prod- 
igy but  will  let  the  PC 
double  as  a  telephone 
answering  machine. 
An  "all-in-one"  Presa- 
rio, combining  the 
monitor  and  electron- 
ics in  a  single  box, 
similar  to  Apple's  ear- 
ly Macintoshes,  starts 
at  $1,400,  while  a 
more  traditional-look- 
ing version,  sans  mon- 
itor, will  sell  for  about 
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IT'S  BECOMIHG  A 
COHSUMER  MARKET 

SALES  OF  PERSONAL  COMPUTERS/U.S.  ONLY 

1992  SALES 

1 4.5  MILLION  UNITS 


I  SMALL/MEDIUM 
•  BUSINESS 


1996  PROJECTED  SALES 
46.0  MILLION  UNITS 


$100  less.  Similarly  powered  PCs 
available  for  as  little  as  $1,000,  but  Cf 
paq  is  betting  that  first-time  buyers! 
willing  to  pay  more  for  Compaq's  naj 
service,  and  easy-to-use  features. 

To  make  the  Compaq  name  bel 
known,  the  company  is  hiking  its  [ 
vertising  budget  by  50%  in  the  seel 
half  of  1993.  The  pre-Christmas-sejl 
advertising  campaign  will  include 
company's  first  television  eommen  ' ' 
since  1988  and  print  ads  in  consu 
magazines  such  as  Sports  Illustrated 
Working  Woman.  "It'll  be  hard  to  i 
us  in  the  fourth  quarter,"  says  Co( 
Andrew  Bose,  vice-president  of  ma 
researcher  Link  Resources  Corp.,  I 
ures  Compaq  could  double  its  shar  f 
the  consumer  market,  to  over  15%.  k 
variety.  But  Compaq  risks  repea 
mistakes  made  by  other  PC  compai  - 
IBM,  for  example,  wound  up  beefing 
its  PS/1  line  because  "We  found  | 
the  consumer  is  even  more  technoll 
conscious  than  the  business  user,"  I 
Jim   Keenan,   director   of  consu 
brands  for  IBM.  And  says  Dennis  J. 
director  and  general  manager  of 
Consumer  Products  Group:  "Ther 
nothing  [in  the  Presario  line]  that 
killer  product." 

Indeed,  PC  makers,  such  as  IBM, 
and  Apple  say  what's  needed  is  a  r 
of  products -everything  from  PC; 
first-timers  to  low-budget  version 
the  most  powerful  machines  sold  to 
nesses.  IBM's  new  Ambra  Computer 
sidiary  now  sells  low-cost,  high-pow 
PCs  via  an  800  number— just  like 
Computer  and  Gateway  2000.  And 
plans  a  raft  of  new  PS/ Is  this  fall. 
PC  makers  are  betting  on  multime' 
PCs  incorporating  CD-ROM  players 
has  new  models  with  CD-ROM  drives. 

Packard-Bell  says 
tually  all  of  its 
sumer  PCs  will 
CD-ROM  by  next  y 

Apple,  which 
ruled  the  home 
Apple  lis,  is 
No.  2  in  the  ma: 
according  to  Linl 
sources.  It  could 
retake  the  lead, 
pie  says  91%  c 
low-end  Perfoi 
are  sold  to  consul 
and  it  is  planning 
er  new  models  fo 
fall  selling  seii 
Like  everybody 
in  the  PC  indu 
Apple  wants  t< 
home  for  Christr 
By  Peter  Bui 
in  Dallas,  with  bi 
reports 
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evelopments  to  Watc 


)  BY  RUTH  COXETER 


IS  LAB  IN  A  BOX  CAN  TELL 
DCTANE  MEASURES  UP 


w 


hen  a  car  engine 
_)ings,  it's  often  a 

/- — 1  "    *  J  J.  sign  that  it  needs  higher- 

f       i    f/^W^4r  octane  gasoline.  But  how 

do  you  tell  if  you're  get- 
ting the  octane  you're 
paying  for?  Until  recent- 
ly, only  a  lab  could  tell- 
through  an  elaborate, 
hour-long  process  that 

1  compresses  gasoline  until 

^=-s=:!S==*L___j^^  it  ignites  without  a 
spark.  The  intensity  of 
the  explosion  determines 
the  octane  level, 
iw,  PetroSpec  Inc.  in  Newton,  Mass.,  has  developed  a 
ble  way  to  measure  octane.  Its  $15,000,  lunch  box-size  de- 
louses  a  spectrometer  that  analyzes  light  passing  through 
iple  to  measure  the  amount  of  gasoline,  alcohol,  and  ad- 
!S  it  contains.  A  computer  chip  then  calculates  octane  lev- 
lie  device  is  simple  enough  for  gas-station  owners  and 
imer  watchdogs  to  do  their  own  double-checks. 


ART'  SHIPPING  THAT  KEEPS 
mUCl  FRESH  FOR  WEEKS 


cculent  Georgia  peaches  can  boost  a  soldier's  morale, 
ut  at  great  expense:  The  military  has  long  flown  fresh 
and  vegetables  to  remote  bases,  since  the  food  would  rot 
g  cheaper  ocean  voyages.  Not  any  more.  American  Pres- 

Lines  in  Oakland,  Calif.,  in  collaboration  with  research- 
;  the  University  of  California  at  Davis,  has  developed  mi- 
ocessor-controlled,  refrigerated  shipping  containers  that 
sely  regulate  levels  of  oxygen,  nitrogen,  and  other  atmo- 
•ic  gases  to  maintain  a  mix  that  keeps  produce  fresh 
eeks.  The  containers  can  also  scrub  the  air  of  the  ethy- 
jiven  off  by  apples  and  other  produce  that  can,  for  exam- 
save  spots  on  lettuce  and  make  carrots  bitter. 
January,  the  Defense  Dept.  began  shipping  produce  via 
•ican  President  to  Guam.  Next,  it  plans  sea  shipments  to 
i,  Korea,  and  Okinawa— for  an  annual  saving  of  $6  million 

million,  says  Navy  Lieutenant  Commander  James  Ker- 
Meanwhile,  American  President  is  working  with  re- 
hers  to  develop  containers  that  keep  oxygen  levels  low 
jh  to  suffocate  insects  without  damaging  produce.  These 
;  containers  could  help  boost  produce  shipments  to  coun- 
that  want  to  avoid  importing  foreign  insects. 


FDA  WILL  LET  FOODMAKERS 
rCH  THEIR  OWN  POTS 


■  work  of  an  FDA  inspector  is  by  nature  imprecise.  It  in- 
ilves  crawling  through  every  part  of  a  food-processing 

looking  for  such  telltale  signs  as  rodent  droppings— a  hit 
ss  proposition.  Now,  to  boost  consumer  confidence  in  food 
/,  the  Food  &  Drug  Administration  is  planning  to  adopt 
*e  accurate  way  to  inspect  and  regulate  plants, 
e  agency  wants  to  make  companies  identify  critical  steps 
'ir  production  lines,  such  as  points  where  food  is  cooked. 

the  companies  will  have  to  continually  monitor  each  crit- 


ical point,  making  sure,  for  instance,  that  temperatures  are 
high  enough  to  kill  dangerous  bacteria.  A  soup  plant  "might 
have  20  critical  points,"  says  a  top  FDA  official.  "If  a  company 
keeps  checking  them,  they  will  never  have  a  problem."  Rath- 
er than  prowling  production  lines,  FDA  inspectors  will  examine 
the  raw  data— and  the  systems  for  collecting  it. 

The  agency  expects  to  have  regulations  for  seafood  compa- 
nies by  this  fall,  with  rules  for  other  producers  to  follow  later. 
In  general,  the  few  companies  that  already  use  the  new  Haz- 
ard Analysis  Critical  Control  Point  system  are  pleased.  "We 
applaud  the  FDA  for  seeking  to  update  its  regulations  and 
implement  modern,  scientifically  based  safety  systems,"  says 
James  R.  Kirk,  senior  vice-president  of  Campbell  Soup  Co. 


FINALLY,  A  WAY  TO  RECYCLE 
ALL  THAT  TONER-TINGED  TRASH 


Office  automation  was  supposed  to  cut  the  use  of  paper, 
but  the  proliferation  of  copiers,  faxes,  and  printers  is  gen- 
erating mountains  of  it— all  impregnated  with  toner,  the  pow- 
dered resin  that's  seared  onto  copied  pages.  Most  recycling 
processes  can't  remove  toner,  so  they  yield  poor-quality  paper. 
Now,  Japan's  Ricoh  Co.  thinks  it  has  the  answer:  an  erasing 
technology  that  turns  the  printed  page  into  plain  paper. 

Ricoh's  approach  basically  reverses  the  electrophotograph- 
ic printing  process.  First,  a  chemical  loosens  the  toner.  Then, 
heat  and  pressure  applied  with  a  roller  lift  the  toner  from  the 
paper.  Presto!  Instant  plain  paper.  Ricoh  says  the  same  sheet 
can  be  recycled  many  times— and  that  the  eraser  unit  can  fit 
into  a  regular  copy  machine.  That  means  you  can  load  a  used 
piece  of  paper  into  the  machine  and  make  a  new  copy  in  one 
pass.  Before  long,  Ricoh  hopes  to  market  the  technology, 
which  boasts  about  30  patents.  But  first,  it  will  have  to  speed 
up  the  system,  which  as  yet  can  handle  only  three  sheets  per 
minute. 


HOW  TINY  BEEPERS 

ARE  BEEFING  UP  CAMPUS  SECURITY 


Graveyard  shifts,  deserted  parking  lots,  and  college  dorms 
make  personal  security  a  big  issue  for  companies,  hospi- 
tals, and  schools.  To  fight  crime  in  these  places,  an  Ocean 
(N.J.)  company,  Secure  System  Inc.,  is  pushing  a  way  to 
summon  help  with  the  press  of  a  button.  A  student,  for  in- 
stance, sounds  an  alarm  using  a  radio  transmitter  the  size  of 
a  key  chain,  which  tells  a  computer  within  1.8  seconds  where 
the  person  is  and  pinpoints  the  location  on  an  electronic 
map— down  to  the  exact  room.  If  the  caller  moves,  the  system 
keeps  track.  A  keystroke  by  a  security  guard  pulls  up  a  pho- 
to and  description  of  the  person— hair  and  eye  color,  medical 
history— which  can  be  faxed  to  patrol  cars.  The  system  even 
looks  out  for  its  own,  constantly  testing  each  sensor  to  guard 
against  malfunction  or  vandalism. 

Last  April,  the  University  of  Massachusetts  Medical  Center 
at  Worcester  bought  a  Secure  System  after  a  one-month  test. 
A  system  for  a  <i,000-student  school  might  cost  around 
$800,000,  but  the  company  will  install  it  free  if  it's  allowed  to 
charge  rent  for  each  handheld  alarm— about  $75  per  semester. 
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HAS  PHILIPS  FOUHD 
ITS  WIZARD? 


Frank  Carrubba,  with  unprecedented  authority,  is  making  gains 


On  a  sunny  Saturday  in  California 
two  years  ago,  Frank  P.  Carrub- 
ba and  his  wife,  Pat,  were  dis- 
cussing" plans  to  retire  to  Italy.  Then 
the  phone  rang.  Twice  before,  a  head- 
hunter  had  called  to  recruit  Carrubba, 
director  of  Hewlett-Packard  Co.'s  re- 
search labs,  to  Dutch  giant  Philips  Elec- 
tronics. This  time,  it  was  Philips  Chair- 
man Jan  Timmer  himself.  "I  want  you, 
and  I'm  going  to  get  you,  so  let's  talk," 
he  cajoled. 

Timmer  persisted  for  good  reason. 
Philips  was  in  chaos,  having  lost  $2.2 
billion  in  1990.  The  company's  vaunted 
innovation  engine,  which  had  pioneered 
the  audio  cassette,  the  compact  disk, 
and  the  VCR,  badly  needed  an  overhaul. 
Too  often,  Philips  made  the  wrong  prod- 
ucts—or delivered  the  right  ones  too 
late  or  overpriced.  Research  and  product 
development  weren't  coordinated,  so  rich 
technology  was  going  unexploited.  Man- 
ufacturing was  out  of  the  decision-mak- 
ing loop.  And  after  surviving  70,000  lay- 
offs, few  employees  were  willing  to  risk 
their  careers  by  pushing  for  unconven- 
tional products  or  ways  of  working.  Yet 
without  radical  change.  Philips  faced  a 
bleak  future  of  slashing  prices  deeper 
and  deeper  to  hang  on  against  fierce 
Asian  and  U.S.  competition. 
QUICK  JUMP.  Pressed  to  depart  from 
business  as  usual,  Timmer  made  Car- 
rubba a  once-in-a-lifetime  offer:  Take 
command  of  every  link  in  the  product 
chain,  from  research  to  purchasing  to 
manufacturing.  Rally  the  troops.  And 
fix  the  whole  thing.  Such  responsibility 
is  rarely  given  to  one  individual,  espe- 
cially in  a  $31  billion  company  with  40 
businesses  running  the  gamut  from  elec- 
tric shavers  to  medical  scanning  instru- 
ments. Carrubba  jumped.  "It's  the  last 
blast  of  my  career,"  he  says. 

And  how.  Today,  the  56-year-old  Car- 
rubba is  working  alongside  Timmer  on 
the  most  daunting  reengineering  plan 
in  Philips'  102-year  history.  Timmer  is 
beginning  to  wrestle  Philips'  short-term 
finances  under  control.  In  the  second 
quarter,  net  income  before  extraordi- 
nary gains  jumped  48%,  to  $62  million. 


Though  that's  a  return  on  sales  of  less 
than  1%,  progress  in  cutting  debt  and 
restoring  profits  is  buying  time  for  Car- 
rubba to  stoke  up  the  innovation  ma- 
chine and  restore  long-term  prosperity. 
Carrubba  must  keep  profits  flowing  from 
low-margin  commodities  such  as  basic 
TVs  and  light  bulbs,  feeding  into  them 
new  technology  where  possible.  Simulta- 
neously, he  must  lead  Philips  into  fu- 
turistic products  and  services,  ranging 
from  interactive,  multimedia  TV  to  com- 
puterized lighting  control  systems. 

For  Philips'  inbred,  mostly  Dutch 
management  to  give  an  American  one  of 
its  top  five  posts  may  have  been  a  meas- 
ure of  its  distress.  But  it  also  reflected 
Carrubba's  reputation  for  technical  prow- 
ess and  team-building  management  style. 
The  son  of  a  draftsman  who  emigrated 
from  Italy,  Carrubba  grew  up  in  a  work- 
ing-class section  of  Waterbury,  Conn. 
He  went  to  night  school  for  his  elec- 
tronics and  management  degrees  while 
working  at  IBM,  where  he  became  a  star 
computer  engineer. 


SOME  OF  CARRUBBA'S 
CHALLENGES — AND  SOLUTIONS 

Barriers  between  R&D  and  product 
groups  and  factories  have  kept  the 
right  products  from  reaching  market 
on  time 

►  All  now  coordinate  their  efforts  on  5- 
year  product  plans 

Skills  for  creating  high-value,  software- 
rich  products  and  services  have  been 
depleted  by  asset  sales 

►  Formed  cross-divisional  task  forces  to 
develop  products  and  businesses 

Cut  of  30%  in  R&D  staff  has  weak- 
ened internal  research 

►  Has  arranged  R&D  contracts  with 
universities  such  as  MIT 

Internal  R&D  was  inefficient— frag- 
mented and  open-ended  in  scope 

►  Has  established  R&D  milestones  tied 
to  broad  corporate  strategies 

DA1A  PHILIPS  ELECTRONICS 
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At  Hewlett-Packard,  Carrubba 
known  as  an  "agent  for  change," 
his  boss  there,  research  Vice-Presii  . 
Joel  S.  Birnbaum.  Carrubba  inst£ 
rigorous  project-tracking  measures 
brought  units  together  to  generate 
products  such  as  handheld  compul 
"He  has  a  very  good  intuition  for  w 
technologies  will  in  the  end  work 
recalls  Birnbaum.  "He  can  survey 
scene  and  pick  out  the  winners. 

Carrubba  is  also  remembered  foi 
signing  "town  squares"  in  labs,  lou 
where  researchers  could  mingle  and 
solve  one  another's  dilemmas.  He 
the  idea  from  the  parks  in  Water' 
where  ethnically  mixed  neighbors 
gregated  to  hash  out  difficulties.  Inc 
contrary  to  the  brash,  eat-'em-up 
agement  style  often  expected  of  Ar 
cans,  Carrubba  comes  across  as  a 
human  manager,  "charming  and  dis 
ing  people,  sometimes  by  letting 
see  his  frustration,"  says  a  senior 
ning  manager  at  Philips.  "People 
Carrubba— not  like  him,  love  him." 
BIG  GAPS.  Carrubba's  skills  will 
Philips  avoid  mistakes  in  calculs  , 
technical  challenges  and  market 
mands.  Take  high-definition  TV.  1 
early  this  year,  Philips  doggedly  pu 
an  analog-transmission  standard 
HDTV  that  was  being  rendered  obsj 
by  American-developed  digital  tech 
gy— even  though  the  threat  from  di 
had  been  spelled  out  in  a  repor 
Philips'  own  labs  as  early  as  1990. 

When  Carrubba  arrived,  he  fi 
gaps  between  products  in  planning 
the  technologies  they  required.  Fc 
stance,  Philips  had  invested  heavi 
its  Digital  Compact  Cassette  (DCC)  b 
considering  the  feasibility  of  a  cr 
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)onent,  the  magnetic  head  that 
5  both  digital  and  analog  tapes.  The 

cost  far  more  to  develop  than  ex- 
sd,  complicating  Philips'  battle 
ist  Sony  Corp.'s  MiniDisc. 
>  avoid  such  snafus,  Carrubba  has 
lied  a  "roadmap"  process  throughout 
ps,  forcing  divisions  to  coordinate 
year  product  plans  with  the  labs 
'actories.  Such  concurrent  engineer- 
shough  common  in  the  U.  S.  and  Ja- 
remains  rare  in  Europe.  "Finally, 
ave  a  tool  to  discuss  long-range  vi- 

in  a  rational  way,"  says  Teun  Swa- 
urg,  a  senior  research  director. 
>ie  sign  that  Carrubba  is  on  the 

track  is  Philips'  herculean  effort 
it-panel  displays.  Philips  plans  to 
its  first  screens  in  September,  after 

than  a  decade  of  R&D.  The  roughly 

million  project  is  the  first  outside 
n  to  make  thin,  liquid-crystal  dis- 
:  for  handheld  TVs  and  other  mass- 
if products.  Philips  has  tightly  co- 
lated  European  and  U.  S.  research, 

up  advance  orders  from  in-house 
act  divisions,  and  honed  a  low-cost 
jction  process.  "Outside  of  the  Jap- 
3,  Philips  has  done  its  homework 
r  than  anyone,"  says  Lawrence  Tan- 
an  Orange  (Calif.)  consultant. 
MCAP.  It  could  take  nearly  10  years 
•e  the  company  knows  if  Carrub- 
jfforts  will  pay  off.  He  himself  notes 
only  about  37%  of  Philips'  revenue 
s  from  products  introduced  in  the 
three  years,  vs.  72%  at  HP  when  he 
\t  that  rate,  profits  from  new  prod- 
probably  generate  only  about  60% 
ie  money  that  Philips  is  plowing 
R&D,  calculates  Michael  McGrath, 
iging  partner  of  Pittiglio  Rabin 
&  McGrath,  a  Weston  (Mass.) 


If  you  want  to  celebrate  Jack  Daniel's  birthday  with  us  this  month,  how  about  a  sip  of  his  Tennessee  Whiskey 

THOUGH  JACK  DANIEL'S  BIRTHDAY  is 
celebrated  in  September,  the  exact  day  and  year 
remain  a  mystery 

His  statue  at  our  distillery  reads  that  he  was 
born  in  1850.  Yet  other  sources  state  it  was 
September  of  1846.  And  as  to  which 
day,  that  may  never  be  known.  Still, 
all  the  confusion  has  never  stopped 
anyone  from  celebrating  Mr.  Jack's 
birthday.  The  way  we  look  at  it, 
there's  any  one  of  30  days  to 
choose  from. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  m  the  National  Register  of  Historic  Places  by  the  United  States  Government, 
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product-development  consultant.  That's 
below  average  for  electronics  systems 
companies,  though  statistics  are  fuzzy 
because  of  differences  between  compa- 
nies. And  McGrath  says  improving  the 
ratio  is  never  easy:  "The  [industry's] 
record  of  success  is  low." 

It  doesn't  help  that  Carrubba  is  start- 
ing off  with  a  big  handicap.  In  jettison- 
ing divisions  to  raise  money  in  recent 
years,  the  company  lost  vital  software 
skills.  Particularly  harmful  were  the  1991 
sales  of  its  computer  division  to  Digital 
Equipment  Corp.  and  of  its  military  elec- 
tronics unit  to  France's  Thomson.  Those 
units'  software  wizards  could  have 
helped  develop  the  products  Philips  is 
counting  on  for  the  future.  For  example, 
the  company  is  working  on  new  TV  de- 
signs that  change  features  on  the  fly. 
Want  a  four-way  split  screen  to  watch 
football  games  next  Sunday?  Just  dial  it 
up  from  a  remote  data  base  with  a  Phil- 
ips-made touchpad  controller  and  receive 
a  bill  in  the  mail. 

Philips  sees  huge  revenue  opportu- 
nities in  such  services.  Yet  aside  from 
Carrubba,  "maybe  only  two  or  three  of 
Philips'  top  100  executives  really  under- 
stand [the  required  software],"  says 
Feye  Meijer,  Philips'  managing  director 
for  research  coordination.  With  30  years 
of  computer  systems  expertise  at  HP 
and  IBM,  Carrubba  is  one  of  the  few  ad- 
vocates for  new  software  and  services 
who  has  the  credibility  and  management 
authority  to  lend  them  support.  In  fact, 
Carrubba  personally  heads  a  task  force 
to  spread  software  knowhow  through 
the  company.  He's  also  trying  to  infuse 
miniaturization  skills  by  setting  up  a 
training  and  prototype  center  for 
ultracompact  products. 
TINY  TRIUMPH.  In  hopes  of  spurring  big- 
think  projects,  Carrubba  recently  set  up 
a  committee  of  top  division  executives  to 
screen  ideas.  In  the  past,  new  projects 
were  sometimes  choked  off  by  lower- 
level  managers  worried  about  tight  bud- 
gets or  concerned  with  protecting  ex- 
isting product  lines.  For  instance,  a  new 
business  in  automated  lighting  controls 
was  stalled  for  two  years  by  conflicts 
between  the  lighting  and  semiconductor 
units.  The  chipmakers,  concerned  about 
their  own  bottom  line,  held  back  invest- 
ments in  critical  circuits  because  they 
feared  that  the  new  products  wouldn't 
succeed.  After  the  new-business  com- 
mittee intervened,  the  lighting  unit  an- 
swered the  chip  unit's  concerns  and  the 
stalemate  was  broken. 

That's  a  tiny  triumph  amid  Carrubba's 
many  challenges.  But  if  he  can  get  the 
rest  of  Philips  to  follow  suit,  he  can 
start  thinking  again  about  that  retire- 
ment home  in  Tuscany. 

By  Jonathan  B.  Levine  in  Eindhoven, 
Netherlands,  with  Robert  D.  Hof  in  San 
Francisco  and  bureau  reports 


TRUCKS  I 


THE  RISING  RUMBLE 
OF  AMERICAN  DIESELS 


Their  clean-air  technology  is  starting  to  sell  well  overseas 


For  nearly  forever,  it  seems,  U.  S. 
makers  of  diesel  truck  engines 
have  tried  in  vain  to  break  into 
international  markets.  Even  the  $2  bil- 
lion-plus they've  invested  since  1983  to 
meet  U.  S.  pollution  control  standards 
couldn't  round  up  foreign  orders  for  the 
cleanest- burning  engines  in  the  world. 
Until  now. 

In  just  seven  months  Cummins  En- 
gine, Caterpillar,  and  Detroit  Diesel,  the 
U.  S.  Big  Three,  have  begun  to  make 
inroads  overseas.  Cummins  has  forged 
joint  ventures  to  build  midsize  diesel 
engines  for  India's  Telco  and  for  Japa- 
nese rival  Komatsu.  Caterpillar  moved 
into  Russia  through  a  joint  venture  with 
truckmaker  Amo  Zil.  Detroit  Diesel  is 
forging  closer  links  to  German  giant 
Mercedes-Benz.  And  these  deals,  say 
U.  S.  engine  makers,  could  be  only  a 
start.  The  combined  diesel  truck  engine 
markets  of  Japan  and  Europe  are  double 
the  size  of  the  $3  billion  U.  S.  market. 
"The  opportunity  to  leverage  what  we 
have  developed  is  finally  beginning  to 
unfold,"  says  Caterpillar  Engine  Div. 
Vice-President  Richard  L.  Thompson. 

If  he's  right,  the  key  will  be  new  pol- 
lution laws  overseas  that  match  the  ones 
U.  S.  engine  makers  have  already  strug- 
gled to  meet  at  home.  To  comply  with 


rules  in  Europe  and  Japan,  engines  m 
emit  less  of  two  pollutants:  smog-caus 
nitrogen  oxides  and  particulates  such 
carbon.  In  the  U.  S.,  these  impurit 
had  to  be  cut  by  more  than  half  fr 
1985  to  1991,  with  more  reductions 
due.  By  decade's  end,  particulates  m 
be  cut  by  80%  from  the  1985  levels 
nitrogen  oxides  by  67%.  U.  S.  mak 
will  hit  the  targets  even  as  they  bo 
mileage— by  up  to  20%— using  electrc 
fuel  injection  and  other  technologies 
SHORT  TRUCE.  That  leaves  the  ball  u 
truckmakers  in  Asia  and  Europe.  T 
usually  build  their  own  engines  and 
sist  working  closely  with  U.  S.  riv 
"We  must  develop  European  techn 
gy  to  meet  European  standards," 
Michael  Schittler,  Mercedes-Benz  sei 
vice-president  for  commercial  engine 
velopment.  Still,  overseas  producers  i 
a  hard  reality.  Tightening  emission  i 
ulations  mean  "you  can't  be  in  this  b 
ness  long-term  without  mounting  the 
search  effort  we  did,"  says  Cumir 
Chief  Executive  Henry  B.  Schacht. 

So  the  Europeans  have  started  ( 
sorting  with  the  enemy.  Mercedes  led 
a  1991  deal  with  Detroit  Diesel  to  de 
op  fuel  systems  that  will  help  the  ( 
man  company  meet  late- 1990s  emis* 
standards.  The  effort  is  partly  basec 
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ndustries 


the  electronic  fuel  system  used  in  De- 
troit Diesel's  Series  60  heavy-duty  truck 
engine,  which  already  meets  1994  U.  S. 
emission  standards  and  helped  the  com- 
pany turn  a  $10.5  million  profit  last  year, 
vs.  1991's  $5.2  million  loss.  Similarly, 
Sweden's  Scania  tied  up  with  Cummins 
last  year  to  develop  a  fuel  system. 

Both  partnerships  are  seen  as  pre- 
cursors of  wider-ranging  pacts. 
"The  Americans  have  positioned 
themselves  nicely,"  says  Laden- 
burg,  Thalmann  &  Co.  analyst 
Frank  Prezelski.  Ironically,  the 
products  of  the  alliances  may 
show  up  in  the  U.  S.  first.  Mer- 
cedes and  Detroit  Diesel— which 
has  pushed  its  U.  S.  market  share 
from  4%  in  1988  to  26%  last 
year— are  teaming  up  on  an  en- 
gine for  small  heavy-duty  trucks  to  be 
sold  in  North  America.  Detroit  Diesel  is 
starting  to  build  that  model,  initially  for 
use  only  in  trucks  made  by  Mercedes 
and  its  wholly-owned  Freightliner  Corp. 

So  far,  the  overseas  deals  seem  to 
bear  out  the  decision  by  the  U.  S.  com- 
panies a  decade  ago  to  diversify.  To  less- 


en their  dependence  on  the  erratic  mar- 
ket for  18-wheelers,  U.  S.  producers,  par- 
ticularly Cummins,  expanded  into  mid- 
range  engines.  These,  it  turns  out,  are 
easily  reconfigured  to  fit  into  short-haul 
trucks  and  construction  machinery  in 
Asia  or  Europe.  In  March,  Cummins— 
which  earned  $67.1  million  last  year  be- 
fore special  charges,  after  a  $14  million 


U.S.  EDGE  IN  TRUCK  ENGINES 

vanced  fuel  injection 

►  Better  emission  controls 

►  New  noise  controls 

►  Power-enhancing  turbochargers 

►  Lighter  motors=bigger  freight  capacity 


loss  in  1991— arranged  a  joint  venture 
with  rival  Komatsu  Ltd.  to  build  up  to 
30,000  engines  a  year  in  Japan. 

Cummins'  joint  venture  with  India's 
Telco  also  involves  the  so-called  B- 
series  engines.  Cummins  will  operate 
the  factory,  due  to  start  production  in 
1995,  and  the  venture  is  expected  to 


reach  its  peak  revenue,  $200  million 
er  in  the  decade.  Cummins  has  sij 
similar  deals  in  China,  Russia,  and 
babwe.  Then  there's  Mexico,  the 
foreign  market  that  has  thrown 
its  doors  to  U.  S.  heavy-duty  truck 
gines.  As  trade  between  the  two  c| 
tries  has  boomed,  Mexican  trucking 
panies  have  scrambled  to  buy  tn 
that  meet  U.  S.  standards.  £ 
of  Cummins  engines  in  Me 
grew  20%  in  1991  and  1992,  1 
ing  boost    its  Latin  Amer 
sales  by  10%  last  year,  to 
million. 

Still,  that's  tiny  compared 
the  opportunity  American  t: 
manufacturers  spy  in  Japan 
Europe.    The    Komatsu  c 
Schacht  hopes,  is  a  sign  of  th 
to  come.  He  can  at  least  say  this: 
fantasy  U.  S.  engine  makers  had  of 
eraging  their  technical  superiority 
international  leadership  no  longer  se 
like  a  pipe  dream. 

By  Kevin  Kelly  in  Columbus,  Ind., 
Karen  Lowry  Miller  in  Bonn  and  Di 
Woodruff  in  Detroit 


HOW  FREIGHTLINER  PUT  THE  PEDAL  TO  THE  METAL 


I  t  seemed  the  oddest  of  couples: 
I  Mercedes-Benz,  known  for  luxury 
H  cars,  and  Freightliner,  a  Portland 
(Ore.)  maker  of  heavy-duty  trucks. 
When  Mercedes  parent  Daimler  Benz 
bought  Freightliner  for  $260  million  in 
1981,  the  U.  S.  company  held  only  9% 
of  America's  big-rig  market  and  ranked 
seventh  of  eight  manufacturers. 

Today,  Freightliner  Corp.  has  driven 
to  the  top  of  the  market.  Its  revenues, 
$2.25  billion  last  year,  are  expected  to 
jump  31%  this  year.  That's  part  of  a 
broader  industry  trend.  Heavy-truck 
sales  are  up  36%  in  1993.  Freightliner 
has  added  second  and  third  shifts  at  its 
four  plants  in  the  U.  S.  and  Canada. 
And  in  July,  CEO  James  L.  Hebe  an- 
nounced plans  to  expand  capacity  25%, 
to  60,000  units,  by  late  1995. 
grudging  respect.  Other  makers  of 
heavy  trucks  grumble  that  the  com- 
pany used  its  German  parent's  deep 
pockets  to  buy  market  share  during 
the  recession.  But  Freightliner  has  won 
grudging,  respect,  too.  "They're  often 
the  first  to  introduce  new  components, 
like  new  axles  and  brake  systems," 
says  Neil  A.  Springer,  formerly  a  sen- 
ior executive  at  truckmaker  Navistar 
International  Inc. 

Hebe,  who  joined  Freightliner  from 
rival  Kenworth  in  1989,  gets  much  of 
the  credit.  Starting  as  head  of  sales 


and  marketing,  he  aggressively  courted 
the  biggest  and  fastest-growing  truck- 
ing companies.  During  the  recession, 
orders  were  few  and  discounting  was 
rampant.  But  Freightliner— which  had 
decided  to  aim  for  the  premium  end  of 
the  market  with  rigs  costing  $60,000  or 
more— picked  up  share.  "At  a  time 
when  a  lot  of  companies  were  main- 
taining the  status  quo,  Freightliner  in- 
troduced significant  product  improve- 
ments," explains  William  F.  Riley  III, 
executive  vice-president  of  Swift  Trans- 
portation Co.  in  Phoenix,  which  has 
bought  more  than  2,000  Freightliner 
trucks  since  1990. 

What  attracted  Swift  most  was  a 
popular  Freightliner  design:  a  unit 
combining  a  cab  and  a  two-bunk  sleep- 
er, with  a  raised  roof  for  extra  head- 


BIG  RIGS,  BIG  SALES 
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room.  Freightliner  was  the  first 
make  electronically  controlled  engir] 
and  antilock  brakes  standard.  And 
claims  to  have  superior  aerodynam 
because  of  its  access  to  Merced<| 
Benz's  full-scale  wind  tunnel. 
semi  sideline.  To  lure  new  customeU 
Freightliner  offered  to  accept  tracl 
ins,  and  by  1991  it  had  become  tl 
largest  seller  of  used  heavy-du 
trucks.  The  company  also  shorten 
delivery  times,  cut  costs,  restructur 
its  dealer  network,  and  introduc 
computer  software  to  help  dealers  aJ 
fleet  owners  with  parts  cataloging,  1 
pair  diagnosis,  and  specifications  wh 
they  order  a  truck. 

Freightliner's  market  lead— a  2* 
share— is  thin:  Navistar  and  Pace 
have  more  than  21%  each.  Breakii 
away  from  the  pack  will  be  tough- 
will  finding  new  markets.  In  mediui 
duty  trucks-$25,000  to  $40,000-He 
is  aiming  for  10%  market  share,  i 
from  2%  now.  Since  Navistj 
1  General  Motors,  and  Ford  ovj 
I  90%  of  that  market,  cracking  tl 
I  big  leagues  could  take  more  th 
a  turbocharged  diesel  e 
gine.  Then  again,  the  Pol 
land  company  has  su 
prised  the  industry  beforj 

By  Dori  Jones  Yang 
Portland,  Ore. 
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neckties  customized 
with  company  iogo. 

Free  literature  upon  request. 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-91 79 

S00-962-1526  FAX:  207-326-9080 


Contact  Lenses 


Mill1"* 


Saveupto75% 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

bausch&lomb  Q  vis>an 

FREE  BROCHURE 

■  ■■■■■■■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 
i  i  ■  in  m  mt  n 


Ambassador  Lapel  Figs 
Your  Logo  with  any  2-flafi™ 
•  24K  Gold  finished    •  Full|kf 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  tw- 
Delivery:  14  business  days  Woiwki 
TME  Co.,  Inc.      101  Bel  AD  1 
New  Milford,     CT     06776,  |»« 
(800)  535-5255  •  Fax  (203)  3SK 

Travel 


TRAVEL  for  LI 

When  you  already  know  Ihe  deslination,  nr 
cruise  you  want,  why  pay  a  lull  - 
commission  travel  agent?  Call  us  -p 
with  Ihe  details  ol  your  trip  and  i\ 
save  up  to  80%  of  Ihe  i 
agency's  commission  I  Is 
NFVF.R  PAY  FULL  PRICE  FOR  TRAVl< 


501  FIFTH  AVE..NYC  oUU»</. 


Education/lnstructii 


COLLEGE  DEGIE 

BACHELORS  •  MASTERS  •  00C«.'  I 

For  Work,  Life  and  lid: 
Experience  •  No  CHn"**» 
Attendance  Reqec 

Call  (800)  423 

or  send  detailed  m s 
lor  Free  Evaluim 

Pacific  Western  Univ(|i'0t 

600  N  Sepulveda  Blvd .  Depl  i  [• 
tos  Angeles,  CA  90049  U  S 


•OR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE 


_  _  BUSINESS  ^IV£  E  K 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Computer  Software 


)  diseases  *  700  medications 
aily  &  doctor  info 
dical  history 
d  poisoning 
munizations 
ntification 
dical  reports 
rch  diagnosis  *  growth  &  dev 


BABYDOC™  IN  A  DISK 

A  must  for  every  home 


$49.95 


with  children 


Baby  doc  ™ 


P.O.  Box  26180 
Fresno,  CA  93729-6180 
(800)-NICE>KID  *  (800)-642-3543 


jsiness  Opportunities 


$500,000 

>e  year  Hawaii  business 
ks  partner  to  purchase 
itpment  and  lease-back 

for  60%  of  gross 
quipment  generates. 
Payback  3-5  years: 

ROI  10.5-35%+. 
sr  payback,  obtain  40% 

share  for  lifetime. 

?alj  808/526-1388. 


jttery  Agents 

All  States  and  Canada 
o  Experience  Necessary 

CELLENT  PROFITS 

FREE  Info  Package 
Send  $3.95  for  S&H 

sDuard  Marketers 

PO  Box  30 
Scranton,  PA  18501 


s 


ALIZED  CHILDREN'S  BOOKS 


ill  investment  into  that  profitable  business  you  hove 
(earned  about!  Yn  excellent  home  operated 
Books  sell  fiisi  iii  Mores'  At  fairs!  Malls!  Or 
■r  .  .  .  anywhere  there  are  people.  It's  easy  to 
iocj  telling  our  exciting  line  of  personalized 
my  Other  exciting  products  available. 
Call  today!  214-248-9100 

I)  &  K  Kiilerjin-es,  Im 

3216  Commander,  Suite  101.  Qtyn  21 
CarroDton,  Texas  75006 


Cable  TV 


al  prices 1  •  Compare  Our  Low  Retail 
•  Orders  From  Stock  Shipped  Immediately1 
1  Guaranteed  Warranties  &  Pricesl 
•  All  Major  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
Reseda.  Dept  870  Reseda,  CA  91335 
talog,  orders  &  into,    1  -600-345-8927 


LE  BOX  WHOLESALERS 

1-800-841-7835 


sst  Prices  •  Best  Service 
II  Major  Brands  Carried 

1  L  FOR  FREE  CA  TALOG! 


)ble  Box  Wholesalers,  Inc. 
a0  West  Roger  Road  #106 
Tucson,  Arizona  85705 


LE  TV  DESCRAMBLERS 

VERTERS,  ACCESSORIES 

Brands.  Lowest  Prices.  Best  Service 
FREE  16-page  color  catalog  call 


apaEnyDY(800)  234-1006 


Computer  Software 


CHAMPS 

 CHAMPS  SOriWARE  INC  

Your  Partner  in  Productivity  Gains 
904/795-2362  •  Fax  904/795-9100 


Business  Opportunities 


If  You  Control 
Excess  Inventories 


We  can  Up        II  worldwide.  (Kid's 
current  huyer  contacts.  Industrial,  commerce 

Tke  Exchange™ 

Strategic  Asset  Management.  Inc. 

(415)  421-0090  •  541-504+  •  F«»  781-1 1 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety.styling  and 
quality.  Send  for 
FREE  CATALOG 


HITCHCOCK  SHOES,  INC 

Dept.  55  H  Hingham,  MA  02043 


Education/Instruction 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


RESEARCH  REPORTS 

19.850  academic  topics  available! 

Send  $2.00  for  the  290-page  catalog. 

Custom-written  reports  also  available. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


University  Degrees 

Home  study  Associate,  Bachelor, 
MBA  degrees.  Paralegal,  Finance, 
Marketing,    Management,  Health 
Care  Administration,  International 
Business,  Human  Resources. 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-BW,  Tustin  CA  92680 


Presentation  Equipment 


Make  Your  Presentation 
More  Effective 


Laser  Pointer 


QRLPJC 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S8.H 

Dealer 
Inquiries 
Welcome 


55  Oak  Court,  Danville.  CA  94526  USA 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  Dept  I 


Menswear/Fashion 


d  POOLE 


Great  Skirts. 

AMAZING  PRICES. 

The  Finest  All-Cotton  Dress  Shirts. 
Call  For  Our  Free  Catalog 

with  FABRIC  SWATCHES 

1-800-54-BYRON 


Corporate  Gifts 


CELEBRATE 

AN  ANNIVERSARY 


C0MMEM0I 

A  TOUR* 


IE 


RECOGNIZE 

A  CONTRIBUTION 


NECKWEAK 
Stamford,  CT  ' 


(800)  252-5966 
3)322-4142,  FAX: (203) 329-7849 


Health/Fitness 


Executive 
Comfort 


The  only  true 
orthopedic  chair 
for  executives 
5'2"  to  6'6" 


BackSaver  1-800-251-2225 

  fix  24hr>.  1-800-443-9609 

53  Jeffrey  Ave,  BW93.  Holliston,  MA  01746 


Financial  Services 


$1  MILLION... 


...in  the  bank  is  closer  than  you  think.  Which 
investments''  Which  markets''  What  strategies ? 
Read  our  newsletter. 

THE  ZURICH  FINANCIAL 

Konigsallee  50  ■  D-40212  Dusseldorf  Germany 
For  more  information,  fax  (49)-21 1-324451 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


/ 


EMBROIDERED 
»ttW>  CAPS  AS 

l^,JB»>      LOW  AS 


$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


L 
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Investing 


TAKING  STOCK  OF 
NEW  MUTUAL-FUND  ADS 


utual-fund  compa- 
nies have  always 
had  to  play  by  strict 
rules  when  advertising  their 
wares.  But  the  industry  is 
about  to  get  a  new  game  plan 
that  will  make  advertising's 
role  in  fund  sales  more  im- 
portant than  ever.  For  the 
first  time,  investors  may  be 
able  to  buy  a  fund  simply  by 
mailing  in  a  coupon  from  a 
newspaper  or  magazine  ad. 

This  fall,  the  Securities  & 
Exchange  Commission  is  ex- 
pected to  approve  a  proposal 
to  allow  fund  companies  to 
sell  shares  "off  the  page,"  or 
directly  from  ads  that  include 
a  "summary  prospectus."  Cur- 
rently, anyone  interested  in  a 
fund  must  first  request  a  full 
prospectus,  a  long,  often  cum- 
bersome document. 

Mutual-fund  ads,  in  their 
current  format,  are  like  jig- 
saw puzzles  with  most  of  the 
picture  in  place— but  a  few 
key  pieces  missing.  The  ads 
usually  don't  spell  out  what 
kind  of  investor  the  fund  is 
suitable  for  or  the  risks  in- 
volved. And  they  reveal  lit- 
tle about  fees  and  expenses. 
IMPULSE  BUYING?  The  sum 
mary  prospectus  would  fill  in 
many  of  the  holes.  Investors 
would  get  a  complete  sched- 
ule of  fees,  explanation  of 
risks,  and  discussion  of  strate- 
gy—information now  found 
only  in  the  full  prospectus.  If 
they  still  weren't  satisfied, 
they  could  obtain  a  full  pros- 
pectus by  checking  a  box  on 
the  mail-in  coupon.  Propo- 
nents say  summary  prospec- 
tuses let  investors  garner  key 
information  without  wading 
through  pages  upon  pages. 

But  critics  say  the  new  ads 
may  foster  ill-considered  im- 
pulse buying,  especially  if 
they  employ  some  techniques 
currently  used  to  incite  inves- 
tor interest.  Mutual-fund  ads 


can  be  misleading  simply  by 
virtue  of  what  they  choose  to 
emphasize  in  headlines— such 
as  a  No.  1  ranking  or  a  high 
yield.  "The  large  print  giveth, 
and  the  small  print  taketh 
away,"  says  John  Keefe  of 
Keefe  Worldwide  Information 
Services  in  New  York,  point- 
ing out  that  the  explanation 
found  at  the  bottom  often  re- 
duces claims  at  the  top. 

It's  not  that  mutual-fund 
advertising  is  unregulated. 
The  SEC  has  strict  guidelines 


that  are  enforced  by  the  Na- 
tional Association  of  Secur- 
ities Dealers  (NASD).  "The  ba- 
sic requirements  to  run  an  ad 
are  tougher  than  they  are  for 
almost  any  other  product," 
says  L.  Erick  Kanter,  spokes- 
man for  the  Investment  Com- 
pany Institute,  a  mutual-fund 
trade  association.  For  exam- 
ple, if  a  fund  uses  perfor- 
mance figures,  it  must  show 
returns  for  1,  5,  and  10  years, 
and  it  can't  use  celebrity  en- 
dorsements. Most  companies 


submit  ad  copy  to  theN4 
for  review  prior  to  p|» 
tion,  and  all  ads  must  et 
proved  by  regulators  fiti. 
10  days  after  they  apptff 
Still,  consumer  advl» 
have  been  keeping  a  let 
watch  on  fund  ads  latel;-* 
they  haven't  alwayslik) 
what  they've  seen.  LaflFl 
ruary,  Morningstar  inl\ 
Funds,  a  publicatior  tj 
ranks  funds,  ran  an  etjfcoj 
entitled,  "Lies,  damn  li;,  j 
fund  advertisements,'  ti 
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1  an  ad  for  Pilgrim  Group 
;w  low"  for  mutual  funds, 
ad,  which  ran  in  the  Wall 
•t  Journal,  had  the  head- 
"The  Pilgrim  Group  is 
d  to  announce  the  final 
mutual  fund  rankings," 
ved  by  a  list  of  five  Pil- 
funds,    ranked  one 
igh  five.  According  to 
lingstar,  the  ad  implied 
funds  received  the  top 
consecutive  rankings  of 
mtual  funds,  but  small 
revealed  that  the  Pil- 
funds  were  all  ranked 
nrelated  categories  by 
it  Analytical  Services. 
>rningstar  accused  Pil- 
of  twisting  "its  often- 
performance  record  to 
e  marketing  material 
nakes  it  look  like  the  in- 
y's  most  successful  man- 
'  Lipper  President  A.  Mi- 
Lipper  called  the  ad 
ition  getting"  and  said 
d  not  believe  it  was  ap- 
iate  for  individual  inves- 
"But  I  don't  think  there 
any  malice  there,"  he 
1.  On  Mar.  18,  Pilgrim 
a  suit  in  Los  Angeles 
ty     Superior  Court 
st  Morningstar,  contend- 
lat  the  article  was  mis- 
lg,  inaccurate,  and  libel- 
Morningstar  has  asked 
)urt  to  dismiss  the  case. 
ON.  New  York  City's 
uner  Affairs  Dept.  also 
ed  the  wrath  of  indus- 
members   in   July  by 
ing  three  fund  compa- 
vith  deceptive  advertis- 
\)r  example,  the  agency 
zed  Dreyfus'  Growth  & 
le  Fund  brochure  for 
ing  the  fund  didn't  in- 
n  junk  bonds,  whereas 
•ospectus  allows  convert- 
scurities  that  can  be  be- 
nvestment  grade.  The 
imer  Affairs  Dept.  be- 
these  securities  qualify 
ik  bonds.  But  Dreyfus 
llenging  the  city's  defini- 
says  Dreyfus  spokes- 
n  Diane  Coffey.  The 
tment  also  singled  out 
ige  in  ads  for  Franklin's 
mark    II    Fund  and 
3s  Schwab's  One  Source 
program.  Franklin  says 
t  is  working  with  the 
o  resolve  the  matter, 
chwab  changed  the  of- 
g  language,  without  ad- 


HOWTO  DECODE  ADS 


IF  THE  AD  CLAIMS 
THE  FUND: 

IS  RANKED  NO.  1 


ASK 

YOURSELF: 


For  what  time  frame?  Among  how  many 
funds?  Is  it  an  apple-to-apples  comparison:  Is 
the  fund  measured  against  its  true  peer 
group  or  against  funds  it  should  easily 
outperform? 

HAS  A  HIGH         What  is  the  total  return?  Did  the  fund 
CURRENT  YIELD      company  waive  any  fees  to  boost  the  yield? 

IS  NO-LOAD         What  is  the  fund's  expense  ratio  (manage- 
OR  NO-FEE  mentfees,  12b~l  fees,  and  other  expenses)? 

WILL  GENERATE      What  is  the  fund's  exposure  to  junk  bonds 
HIGH  INCOME       and  other  risky  investments? 


mitting  its  ad  was  misleading. 

Fund  marketers  say  ad 
critics  aren't  giving  investors 
enough  credit.  Fidelity  In- 
vestment's research  found 
that  far  from  buying  a  fund 
on  ads  alone,  buyers  spend 
six  to  eight  weeks  tracking 
its  performance,  talking  to 
friends,  reading  articles,  and 
looking  at  ads  before  decid- 
ing. "The  advertisement  is 
just  one  part  of  the  mix,"  says 
Michael  Hines,  Fidelity's  sen- 
ior vice-president  for  market- 
ing. "Unless  there  is  a  typo, 
99.999%  of  the  time  the  ads 
are  factual." 

But  that  doesn't  mean  they 
are  completely  forthright. 
Even  in  the  newly  configured 
ads,  investors  should  protect 
themselves  by  making  sure 
they  understand  the  basis  of 
ad  claims.  The  most  mislead- 
ing ads  make  use  of 
fund  rankings.  Lipper 
has  more  than  100 
categories,  including 
different  asset  classes 
and  time  periods,  al- 
lowing a  multitude  of 
funds  to  claim  to  be 
No.  L  Also,  the  time 
period  highlighted 
may  have  been  par- 
ticularly favorable  to 
that  fund's  style.  A 
top  ranking  may  be 
a  sign  that  the  fund 
has  peaked  or  that 
its  investment  strate- 
gy is  risky. 

Investors  should 
also  make  sure  they 
understand  the  jar- 
gon, especially  when 
looking  at  claims  that 


a  fund  generates  high  income 
or  has  a  high  "current  yield." 
The  yield  is  the  annual  income 
the  fund  produces,  either 
through  interest  paid  on  bonds 
or  dividends  paid  on  stocks. 
The  total  return  is  the  income, 
plus  any  change  in  value  of 
the  securities  held.  A  high 
yield  means  little  if  the  value 
of  the  underlying  securities 
has  fallen.  In  general,  the 
higher  the  yield,  the  riskier 
the  fund.  Funds  promoted  as 
high-income  probably  invest 
in  junk  bonds.  Also,  funds  can 
play  around  with  expense 
charges,  temporarily  absorb- 
ing some  fees,  to  increase 
yield.  But  once  fees  are  rein- 
stated, the  yield  will  fall. 

The  new  ads  will  not  re- 
place the  ad  format  currently 
found  in  newspapers  and  mag- 
azines, but  will  be  added  to 


WHAT  A  SUMMARY  PROSPECTUS 
MIGHT  SHOW  THIS  FALL 

►The  fund's  expenses,  including  manage- 
ment fees,  1 2b- 1  fees,  and  other  charges 
►The  amount  an  investor  would  pay  in  ex- 
penses on  a  $  1,000  investment  for  1,  3,  5, 
and  10  years 

►The  fund's  goals  and  strategy,  and  the  risks 
associated  with  the  investment  style 
►The  kinds  of  securities  the  fund  could  invest 
in— for  example,  might  low-quality,  high-yield- 
ing bonds  be  included  in  the  portfolio? 
►The  minimum  initial  investment  and  the  pro- 
cedure for  redeeming  shares 
►The  type  of  investor  the  fund  is  designed  for 
and  how  much  risk  that  person  should  be 
able  to  tolerate 

DATA:  FIDELITY  INVESTMENTS,  BUSINESS  WEEK 


the  mix.  A  fund  can  only  use 
an  off-the-page  prospectus  if  it 
has  been  in  operation  at  least 
two  years.  Funds  with  multi- 
ple classes  of  shares,  each 
with  different  pricing  struc- 
tures, cannot  use  the  sum- 
mary prospectus. 
KEY  number.  The  best  way 
to  avoid  being  manipulated: 
Don't  use  an  ad  as  your  sole 
source  of  information.  Get  the 
full  prospectus  and  look  at  the 
"per-share  table,"  which  gives 
annual  performance  data  for 
up  to  10  years.  Read  the  com- 
plete explanation  of  invest- 
ment policies  and  risks.  Make 
sure  you  understand  how  the 
fund  distributes  earnings  and 
any  tax  implications.  See 
what  shareholder  services  the 
fund  offers,  such  as  check- 
writing  or  automatic  invest- 
ment of  dividends  and  capi- 
tal-gains distributions. 

But  the  most  important 
fact  to  glean  from  the  pros- 
pectus is  the  phone  number 
to  call  and  request  the  state- 
ment of  additional  informa- 
tion, says  Lipper.  This  docu- 
ment names  the  directors  and 
provides  more  detail  on  fund 
objectives  and  investment  re- 
strictions. Also  request  the 
annual  report  or  an  interim 
report  to  look  at  the  fund's 
holdings.  When  you  examine 
the  fund's  portfolio,  invest- 
ment objective,  and  perfor- 
mance, ask  yourself:  "Do  all 
three  mesh?"  says  Lipper. 

Many  books,  magazines, 
and  newspapers  rank  mutual 
funds  and  provide 
objective  ratings. 
Some  helpful  books 
include  Donahue's 
Mutual  Fund*  Alma- 
nac ($42.95,  IBC/Don- 
ohue,  800  343-541:3), 
Business  Week's 
Guide  to  Mutual 
Funds  ($14.95,  Mc- 
Graw-Hill, 800  2MC- 
GRAW),  and  The  In- 
dividual Investor's 
Guide  to  Mo-Load  Mu- 
tual Funds  ($24.95, 
American  Association 
of  Individual  Inves- 
tors, 312  280-0170). 
Then,  once  you've  re- 
searched a  fund,  you 
can  clip  the  ad  cou- 
pon and  send  in  your 
check.     Amey  Stone 
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Taxes 


SHELTER  THE 
NEEDY— AND 
YOUR  INCOME 


Investors  scrambling  for 
tax  shelters  under  the 
new  tax  law  may  find  re- 
lief in  shelter  of  a  different 
sort— housing  for  the  needy. 
The  new  law  brings  back  the 
low-income  housing  tax  cred- 
its created  by  the  Tax  Reform 
Act  of  1986  but  allowed  to  ex- 
pire on  June  30,  1992.  Devel- 
opers earn  the  credits,  grant- 
ed in  annual  allotments  over 
10  years,  by  building  or  reno- 
vating apartments  for  people 
of  modest  incomes. 

Syndicators  such  as  Ar- 
cand,  Boston  Capital,  and 
Richman  Group  bundle  the 
credits  into  partnership  deals 
peddled  to  corporations  and 
individuals,  typically  through 
major  Wall  Street  firms.  The 
limited  partners,  in  turn,  can 
use  the  credits  to  shave  their 


income  taxes;  $1  in  credits  is 
worth  $1  off  their  tax  tab. 

Uncle  Sam  straps  annual 
limits  on  individual  taxpayers. 
Most  folks  can  only  offset  the 
"deduction  equivalent"  of 
$25,000  in  ordinary  income 
each  year.  So  if  you  are  in 
the  36%  tax  bracket,  the  max- 
imum you  can  save  with  the 
credits  each  year  is  $9,000. 

The  Boston  Capital  Tax 
Credit  Fund  III  limited  part- 
nership is  a  typical  offering. 


You  must  put  up  at  least 
$5,000-around  $60,000  is  the 
maximum— to  earn  a  10-year 
stream  of  tax  breaks  from 
low-income  housing  complexes 
owned  and  operated  by  part- 
nerships the  fund  invests  in. 
Boston  Capital's  objective  is 
to  provide  an  annual  yield  of 
14%  to  16%,  averaged  out 
over  the  10-year  credit  period. 
The  returns  reflect  the  tax 
credits  and  assume  you'll  get 
back  your  investment  after  10 


to  15  years.  The  re 
shrinks  to  around  8%  if; 
don't  recoup  your  investr! 

The  investments  are! 
for   everyone.   You  sf| 
make  sure  you  will  havl 
come  tax  to  offset,  vM 
Thomas  Tracy,  a  partmj 
KPMG  Peat  Marwick.  Uri 
credits  may  be  carriec 
ward.  The  partnerships 
lack  liquidity:  You'll 
trouble  bailing  out  in  a 
Moreover,  since  the  cr 
cannot  be  used  to  offsel 
alternative  minimum  tax 
should  compare  both  re| 
and  AMT  liabilities  befon 
ing  into  a  deal. 

The  apartments  musj 
here  to  complex  federal  [ 
lations.  A  certain  percej 
of  rental  units  must  be  [ 
pied  by  tenants  with  incj 
below  specified  levels.  Iff 
erties  fail  to  comply,  thc| 
eminent  can  recapture 
tion  of  the  credits  yj 
already  taken,  and  tax  tl 
will  be  lost  if  there's  aj 
foreclosure.  At  that  poinl 
might  wish  you  had  s| 
shelter  in  a  tax-free 
pal  bond.  Edwar<M 


■  nvestors  who  bought  bank 
I  stocks  two  years  ago  can't 
complain.  Share  prices  have 
risen  steadily  as  the  indus- 
try recovered  from  its  crisis 
in  the  late  1980s.  That  re- 
bound led  many  investment 
pros  to  conclude  that  bank 
stocks  are  now  fully  priced 
or  even  overvalued.  So  some 
on  Wall  Street  are  suggest- 
ing a  new  strategy:  buy 
banks  that  are  takeover  can- 
didates. Further  consolidation 
is  inevitable  in  banking,  they 
argue,  and  potential  takeover 
values  are  not  yet  reflected 
in  the  shares  of  many  vul- 
nerable stocks. 
ENTREE  VALUE.  David  Berry, 
research  director  at 
Keefe,  Bruyette  & 
Woods,  says  "spread 
your  bets,  because  no 
one  knows  exactly 
which  banks  will  go  or 
when."  There  are  lots 
of  takeover  candi- 
dates, he  says,  but  not 
all  are  attractive  be- 
cause some  trade  at 
high  multiples.  One 
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STALKING  BANKS  THAT 
MIGHT  GET  SNAPPED  UP 


stock  he  recommends  is  Bank 
South.  With  $4.5  billion  in  as- 
sets, it  could  offer  an  out-of- 
town  buyer  entry  to  the 
huge  Atlanta  market,  or  a 
regional  competitor  a  way  to 
boost  share.  If  sold  in  the 
next  year  or  two,  Berry  fig- 
ures, Bank  South  would  like- 
ly fetch  what  many  banks 
have  sold  for  recently— 2  to 
2.5  times  book  value  (table). 


BANKS  RIPE  FOR  PICKING? 


Bank 

Book 

Stock 

Estimated 

value 

price 

takeover 

(Aug.  23,  1993)  value 

BANKWORCESTER 

$20.60 

$25% 

$32 

BANK  SOUTH 

8.57 

16K 

21 

MAGNA  GROUP 

13.76 

17 

24 

MIDLANTIC 

18.56 

25 

45 

SHAWMUT 

14.99 

23% 

36 

Berry  also  likes  First 
American  in  Tennessee  and 
the  $13  billion  Midlantic  in 
New  Jersey.  Both  are  attrac- 
tive to  banks  outside  their 
regions  as  a  way  to  enter 
strong  markets,  and  they 
could  garner  takeover  premi- 
ums of  as  much  as  40%  over 
recent  prices. 

For  analyst  Gerard  Cas- 
sidy  at  Hancock  Institutional 
Equity  Services,  "the 
important  question  is 
whether  management 
wants  to  sell."  One  of 
his  favorite  prospects 
is  $1.4  billion  Bank- 
Worcester,  the  largest 
bank  in  one  of  New 
England's  largest  cit- 
ies. Any  number  of 
the  region's  big  banks 
might  want  to  boost 


DATA  KEEFE,  BRUYETTE  8  WOODS,  HANCOCK  INSTITUTIONAL  EQUITY  SERVICES, 
DONALDSON,  EUFKIN  8  JENRETTE 


access  to  the  Worctj 
(Mass.)  market,  which 
large  base  of  blue-c| 
workers  and  is  underse 
by  major  banks,  Ca| 
says.  What's  more,  the| 
Harold  Cabot,  is  63, 
about  155,000  shares,! 
could  retire  on  the  mil 
he  could  make  from  a  I 
As  a  savings  bank,  ij 
Worcester  would  fetch] 
1.5  times  book,  he  says] 

Some  St.  Louis  bant 
Donaldson  Lufkin  &  Jerj 
analyst  Tom  Brown's  lis! 
No.  1  pick  is  Magna  G| 
which  is  dominant  in  th<| 
urbs  and  is  being  eye! 
Chicago  banks.  Browrl 
likes  Shawmut  Natiorj 
Hartford,  which  is  rec| 
ing  from  the  banking 
but  faces  slow  grow| 
New  England. 

Investing  in  takjf 
stocks  can  be  risky  sin™ 
banks  you  pick  may  ri 
sold.  So  seek  companies 
are  expected  to  do  w»§ 
gardless  of  whether  the 
acquired .        Geoff/ <  y 
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When  the  best 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 

The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 

MoneyTalk 

Monday  -  Friday  7:30PM  (ET) 

€NBC 

Money  All  Day.  Talk  All  Night. 

BusinessWeek 


28 
2 

nsurance  54 

omputer  80 

i  Express  32 

»  Home  Products  20 

t  International 

74 

i  President  Lines  81 

66 

84 

-Busch  74 
■mputer  23,  32,  80 
Materials  66 

n 

hnologies  73 
,78 

ific  Group  26 


Jew  York  44,55 

th  92 

rcester  92 

curities  (Japan)  41 

ratories  20 

tic  25,  78 
|  ital  74 
I  g  Financial 
I  58 
j  0,66 

ipital  92 


t  78 
Soup  81 

Niagara  Hotels  30 
28 
r  84 

Aarketing  80 
t® 

•  Gas  &  Electric  32 
S  y  Stores  80 

!  ferns  66 
I  i2, 72 
\  ;nce  23 
l{  'once  24 

•I  i  74 
<  66 

•  80 

I  Loan 
I  es  72,  73 
|  s  Union  72 
i  ! 

I]  orch  39 

u  artist  Agency  78 

I  dia  25 

M  :ngine  84 

I 


snz  86 
ler  26 


■uter  80 
ssel  84 


Digital  Equipment  82 
Dime  Savings  Bank  of  New 

York  72 
Donaldson,  Lufkin  & 

Jenrette  92 
Dow  Jones  58 
Dreyfus  54,  90 
Dykema  Gossett  44 


EO  78 
ESL  60 

Evans  Trading  44 
Evian  Waters  74 


First  Albany  50 
First  American  92 
First  Boston  44 
First  Commonwealth 

Securities  44 
First  Nationwide  72 
Ford  66,72,86 
Freightliner  86 
Fujitsu  39 


Gabelli  Asset 

Management  74 
Gateway  2000  80 
GE  Capital  26 
General  Dynamics  62 
GM  26,62,74,86 
Goldman  Sachs  44,  96 
Goodyear  66 
Grand  Casinos  14 


Hagemeyer  76 
Halsey  Drug  20 
Hambrecht  &  Quist  60 
Hancock  Institutional  Equity 

Services  92 
Harris  Bankcorp  24 
Haworth  66 
HBO  25 

Hershey  Foods  32 
Hewlett-Packard  22,  82 
Hilton  14 
Honeywell  76 
Hunton  &  Williams  62 
HV  Pharmaceutical  20 
Hyatt  14 


IBM  32,66,78,80,82 

ImagiNation  Network  78 
Indosuez  Capitol  58 
Intel  32 
Interpublic  74 
IPALCO  32 


J.B.  Hanauer  44 
Jonan  Denki  41 


Kawachiya  Shuhan  41 


Keefe  Worldwide 
Information  90 
Keefe,  Bruyette  &  Woods  92 
Kemper  Finanical  22 
Kemper  Securities  46 
Kidder  Peabody  50 
Kmart  32,41 
Knight-Ridder  58 
Komatsu  84 
Koss  76 

KPMG  Peat  Marwick  92 


Ladenburg  Thalmann  84 
LDR  International  30 
LeBoeuf,  Lamb,  Leiby  & 

MacRae  62 
Legal  Triage  Services  62 
Legalgard  62 
Lehman  Brothers  22,  44 
Liberty  Mutual  62 
Link  Resources  58,  80 
Lipper  Analytical  Services  90 
LoanChek  72 
Loantech  72,73 
Lockheed  60 
Loctite  66 

Lotus  Development  32 
Lucky  Stores  62 

M 


Magna  Group  92 
Marco  Asesoria 
Economica  22 
Mariner  Investment  Group  58 
Mars  32 

Matsushita  Electric 

Industrial  41 
Mattel  62 
McDonald's  62 
McGraw-Hill  18 
MCI  78 

Meadowcroft  Management 

Group  54 
Medtronic  66 
Mercedes-Benz  84,  86 
Merck  20,62 

Merrill  Lynch  23,  44,  50,  54, 
58 

Microsoft  78 

Miller,  Canfield,  Paddock  & 

Stone  46 
Mr  Max  41 
MMS  International  18 
Molex  66 
Morningstar  90 
Mortgage  Monitor  72,  73 
Motorola  32,  60,  62 

N 


Navistar  86 
NCR  78 
NEC  39 

Neuberger  &  Berman  74 
Nintendo  28 
Nippon  Telegraph  & 

Telephone  66 
Nissan  26 


Paccar  86 

Packard-Bell  Electronics  80 
Pall  66 

Perkin-Elmer  66 


Perrier  74 
PetroSpec  81 
Philipp  Brothers  58 
Philips  Electronics  82 
Pilgrim  Group  90 
Pittiglio  Rabin  Todd  & 

McGrath  82 
Procter  &  Gamble  23,  32 
Prudential  44 
PSI  Resources  32 
Public  Financial 

Management  44 


Readers  Digest  10 
Regional  Financial 

Associates  23 
Reuters  58 
Richman  Group  92 
Rickel  &  Associates  54 
Ricoh  81 

Rockwell  International  60 

Rogers  &  Wells  62 

Royal  Bonk  of  Canada  54 


Saatchi  &  Saatchi  74 
Salomon  Brothers  22,  58 
Sandoz  Pharmaceuticals  20 
Saratoga  Spring  Water  74 
Scania  84 
Sears  32 
Secure  System  81 
Securities  Data  44,  50 
Sega  28 

Shawmut  National  92 
Sherwood  Research 

Group  74 
Shiseido  41 
Silicon  Graphics  28 
Smith  New  Court 

Securities  38 
Sony  28,  82 
Southwestern  Bell  25 
Spectrum  HoloByte  28 
Sprint  78 

Standard  &  Poor's  44 
Step  41 

Swift  Transportation  86 
Sybron  66 

Symbol  Technologies  66 


TCI  International  78 
TechMark  Services  74 
Telco  84 

Teleport  Communications 

Group  78 
Thermo  Electron  66 
Thomson  82 
Time  Warner  25,  78 
Toyota  26 


Unilever  74 
U  S  West  25 


Van  Kampen  Merritt  54 
Viacom  25,78 
Virgin  Games  28 
Vontobel  74 

w 


Wait  Disney  28,62 
Warner-Lambert  20 
Warrantech  74 
Wasserstein  Perella  58 
WPP  Group  74 


Beyond  news.  Intelligence. 


For  cable  channel  call  1-800-SM ART-TV 


BUSINESS  WEEK/SEPTEMBER  6,  1993  93 


Meet  The  Drivers  On  The 
Information  Highways 


Scheduled  Keynote  Speakers 
inclu de: 

Barry  Diller,  Chairman, 
QVC  Network 

Hon.  Robert  B.  Reich 

U.  S.  Secretary  of  Labor 

Lawrence  J  Ellison.  President  and  CEO, 
Oracle  Corporation 

Jonah  Gitlitz,  President, 

Direct  Marketing  Association,  Inc. 

John  Hendricks.  Chairman  and  CEO, 
The  Discovery  Channel 

Sheryl  Handler.  President, 
Thinking  Machines  Corporation 

Robert  W.  Lucky,  Vice  President  of  Applied  Research, 
Bellcore 

Richard  W.  Wiley,  Managing  Partner, 

Wiley,  Rein  and  Fielding,  former  Commissioner,  FCC 

For  information  about  corporate 
sponsorship  at  this  or  other  Business  Week 
Executive  Programs,  please  contact 
William  H.  DeGraff,  Director  of  Sales, 
Strategic  Programs  at  212.512.6012 


Information  Highways 

The  Computerization  of  Business  and  Societ 


September  22  and  23,  1993 

McGraw-Hill  World  Headquarters 
1 221  Avenue  of  the  Americas 
Rockefeller  Center,  New  York 

Today  all  our  technological  inroads  lead  to  the  Information  Highway.  Th;j 
great  communication  infrastructure  paved  with  promises  of  a  total! 
interactive  world. 

Who  are  the  drivers  of  this  global  communications  transformation?  You] 
meet  and  interface  with  them  at  Business  Week's  Information  Highway*) 

Symposium.  You  will  share  their  vision  of  emerging  technology  --  frol 
interactive  cable  to  virtual  reality.  The  future  is  now.  This  is  one  ride  yc 
won't  want  to  miss. 

Presented  in  association  with 
Advantis  •  Ameritech  •  IBM  Networking  Systems 
Price  Waterhouse 

For  more  details  and  to  register  for  this  event,  please 
contact  llene  Barnofsky  at 
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ng  week  in  the  global  fi- 
narkets.  All  the  major  U.S. 
exes  climbed  to  record 
th  the  Dow  Jones  industri- 
ge  closing  on  Aug.  25  at  a 
652.  The  rally  was  fueled 
ng  showing  in  the  bond 
vhere  traders  bet  on  con- 
sinflation.  Yields  of  bench- 
year  Treasuries  fell  to  a 
w  of  6. 1  7%.  A  sobering 
put-call  ratio,  a  gauge  of 
n  sentiment,  dipped  into 
irritory.  It  was  positive  the 
ore. 


STOCKS 

Aug.      Feb-      Aug.     Aug.  19-25 


BONDS 

Aug.      Feb.      Aug.     Aug  19-25 


THE  DOLLAR 

Aug.      Feb.      Aug.     Aug.  18-25 





1560  70 


Si 


1-week  change 
+0.9% 


52-week  change 
+  12.4% 


1-week  change 
+0.9% 


52-week  change 
+  10.7% 


1-week  change 
+0.8% 


kKET  ANALYSIS 

KKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

IES  INDUSTRIALS 
COMPANIES  (S&P  MidCap  Index) 
IMPANIES  (Russell  2000) 
■ANIES  (Russell  3000) 

3652.1 
173.5 
244.4 
265.6 

1.3 
0  7 
0  6 
0  8 

12.5 
22.6 
30.5 
14  5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

3.05% 
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2.72% 
23.7 
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6.26% 
2.77% 
23.5 
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7.42% 
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24.3 
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Latest 

Week  ago 

Reading 
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S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 
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0.39 
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Foreign  stocks 
$13,200 

-1.48% 


UJ 


Treasury  bonds 
$12,176 

+0.65% 


U.S. stocks 
$11,489 

+  1.47% 


llll 


Gold 
$10,995 

+0.55% 


Money  market  fund 
$10,228 

+0.05% 


this  page  are  as  of  market  close  Wednesday,  Aug.  25,  1993,  unless  otherwise  indicated  Aug  24.  Mutual  hind  returns  ore  as  of  Aug.  20  Relative  portfolios  ore  valued  as  of  Aug.  24.  A  more 
ups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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IT'S  TIME  FOR  BANKS 
TO  LOWER  THE  PRIME 


Why  is  the  bank  prime  rate  still  at  6%  when  short- 
term  T-bills  are  approaching  3%  and  30-year 
Treasury  bonds  are  down  to  6.17%?  It  isn't  be- 
cause the  banks  are  worried  about  profits— their  earnings  are 
soaring  and  profits  are  at  record  levels.  It  isn't  because  of 
credit  quality.  Most  banks  have  more  than  enough  capital  to 
cover  past  mistakes  in  real  estate,  energy,  and  Third  World 
loans.  It  isn't  because  of  the  banks'  cost  of  money,  either.  The 
gap  between  the  federal  funds  rate  and  the  prime  has  actu- 
ally widened  over  the  past  two  years. 

The  reason  the  prime  rate  remains  so  high  is  that  banks 
do  not  appear  to  be  seriously  interested  in  making  loans. 
While  interest  rates  have  been  falling  everywhere,  the  prime 
hasn't  budged  in  more  than  a  year.  Bankers  prefer  to  make 
money  the  easy  way— on  the  spread  between  the  short-term 
rates  they  pay  for  cash  and  the  higher  rates  they  receive 
from  investing  in  Treasury  and  government-guaranteed  pa- 
per. Nice  work  if  you  can  get  it.  No  risk.  All  gain. 

This  wouldn't  be  half  so  callous  had  not  the  country  as  a 
whole  sacrificed  to  make  the  banks  so  healthy.  The  effect  of 
the  Federal  Reserve's  policy  to  lower  interest  rates,  ignoring 
the  historic  spread  between  short-term  rates  and  the  prime, 
has  been  to  bail  out  the  banks.  But  banks  have  yet  to  return 
the  favor  by  cutting  their  key  lending  rates. 

So  far,  Congress  and  the  Fed  have  been  content  to  let 
banks  avoid  the  risk  that  comes  with  the  real  business  of 
banking— lending  money  to  real  customers.  To  do  that,  banks 
would  have  to  get  competitive  and  lower  the  prime  to  5%  to 
5%%,  where  it  probably  should  be,  given  the  cost  of  money. 

Banks  say  lowering  the  prime  won't  do  any  good  because 
there  aren't  borrowers  because  of  the  weak  economy.  But  if 
they  cut  the  prime  and  worked  at  finding  promising  small 
companies  in  need  of  cash  to  grow,  bankers  might  discover  a 
lot  of  business.  Managing  risk  is  supposed  to  be  what  banks 
are  all  about.  It's  time  they  got  back  in  the  game. 


DON'T  DISCOURAGE 
OVERSEAS  INVESTMENT 


Just  when  it  appears  that  the  Clinton  Administration  has 
finally  found  the  straight  and  narrow  path  down  the 
middle,  with  proposals  to  reinvent  government  and  re- 
form welfare,  something  loopy  pops  out.  Bubbling  on  low  sim- 
mer is  a  memorandum  by  Labor  Secretary  Robert  Reich  to 
President  Clinton  that  suggests  that  Washington  penalize 
U.  S.  companies  that  invest  overseas  rather  than  at  home. 
Reich  argues  that  this  kind  of  investment  hurts  exports 
and  destroys  well-paying  jobs. 

Horse  hockey.  The  success  of  a  new  breed  of  U.  S.  manu- 
facturer, the  mini-nationals,  in  world  markets  proves  just  the 
opposite.  These  $200-million-to-$l-billion  companies  are  locat- 
ing engineering  centers,  sales  and  service  offices,  even  full- 


fledged  manufacturing  in  Asia,  Europe,  and  Latin  Amd 
Instead  of  killing  exports  and  jobs,  the  minis  are  doing! 
the  opposite.  By  expanding  their  toeholds  in  impor 
niches,  they  are  generating  billions  of  dollars'  worth  o: 
ports  in  components  and  services  from  the  U.  S.  while  cl 
ing  thousands  of  high-quality  jobs  back  home  (page  66)« 

The  Clinton  Administration  is  struggling  to  develop 
trade  strategies.  That  will  require  a  more  sophisticate^ 
proach  than  merely  trying  to  keep  each  and  every  job 
in  the  U.  S.,  as  Reich  seems  to  favor.  Indeed,  it  make 
sense  to  hobble  companies  with  restrictive  regulations 
tax  penalties  just  for  the  sin  of  investing  abroad.  Such  in 
ment  may  well  be  justified,  argues  Council  of  Economic 
visors  Chairman  Laura  D'Andrea  Tyson.  We  agree, 
look  at  the  success  of  the  mini-nationals. 


THE  MUNI  MARKET 
NEEDS  A  CLEAN  SWEEP 


The  $1.2  trillion  municipal-bond  market  is  booii 
Some  50,000  states  and  localities  have  issued  1.5  m 
bonds  over  the  years  to  finance  everything  from 
ways  to  hospitals.  Private  investors  buy  three-quartei 
this  tax-exempt  paper  and  will  probably  pick  up  more 
that  income-tax  hikes,  and  retroactive  ones  at  that, 
here.  These  investors  depend  on  a  fair  and  efficient  ma 

That's  the  rub.  With  the  huge  explosion  in  muni 
(more  than  $250  billion  worth  of  tax-exempts  will  be  so 
1993  alone)  have  come  abuses.  Campaign  contributions 
cal  politicians  by  some  investment  bankers  and  lawye: 
casting  a  shadow  on  the  selection  of  muni-bond  under 
Certain  politicians  appear  to  be  doling  out  bond  busin 
the  basis  of  cash  favors  instead  of  the  best  bid  price. 

Information  on  the  health  and  operations  of  muni 
bond  issuers  is  also  hard  to  come  by.  Investors  are  pro1 
with  financial  data  by  the  rating  agencies  when  a  I 
bond  issue  is  initially  sold.  But  there's  no  easy  w 
holders  and  buyers  in  the  secondary  market  to  get  up 
information,  especially  for  smaller,  unrated  issuers. 

What  must  be  done?  A  good  first  step  would  be  moi 
closure  of  political  contributions  by  underwriters  and 
bond  advisers  to  public  officials.  The  Municipal  Sec 
Rulemaking  Board  (MSRB),  the  industry's  self-regulatoijj 
ganization,  wants  to  do  just  that. 

But  more  is  needed:  Ban  contributions  by  underwrite! 
politicians  in  jurisdictions  where  the  companies  do  bus! 
Florida  adopted  such  a  prohibition  in  1991.  Last  Novefl 
industry  execs,  including  Robert  E.  Rubin,  then  co-ch^ 
Goldman,  Sachs  &  Co.  and  now  director  of  President 
ton's  National  Economic  Council,  outlined  a  similar  plaj 
Better  financial  information  about  bond  issuers  is  ] 
must.  States  and  cities  should  require  issuers  to  file  timi 
nancial  statements  and  disclose  information  material  to 
securities  in  the  secondary  market.  For  millions  of  inve 
and  thousands  of  localities,  the  municipal-bond  market  ii 
the  most  part,  reasonably  safe.  Still,  the  industry 
clean  up  its  own  act.  The  alternative  should  be  obv 
the  heavy  hand  of  regulation. 
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If  our  name 
is  foreign  to  you,  maybe  it's  be- 
cause we're  building  a  reputation  in  America 
on  the  reputations  we've  helped  build  for  others. 
qD    Together  with  Sun  Microsystems,  we  developed 
the  RISC  chip  that  brought  mainframe  power  to  desktop 
omputing.  And  helped  make  Sun  the  leading  workstation  manu- 
;turer  worldwide.  rO  With  U.S.  regional  Bell  operating  compa- 
5,  we're  revolutionizing  commercial  service  by  creating  the  world's 
switching  system  capable  of  handling  voice,  data  and  video  over 
public  network.  qD  We've  built  R&D  and  manufacturing  facilities 
n  California  to  Connecticut.  Building  on  our  reputation  as  the 
irld's  second  largest  computer  company.  And  creating  advances 
-om  the  smallest  and  lightest  portable  pen  computers  to 
some  of  the  world's  fastest  supercomputers.  rO  We're  cele 
brating  25  years  well-spent.  Not  so  much  on  publicity  as 
on  products  that  create  possibilities.  So  if  you're 
looking  for  our  name  in  the  future,  just  look 
behind  some  of  the  biggest  names 
in  America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


ickseat  Drivers 
it  Of  Earshot. 

et  us  offer  a  solution  to  this  space.  So  while  your  passengers 
a:  the  Lexus  GS.  can  bask  in  luxuries  like  automatic 


he  cabin  has  been  thought-  climate  control  and  an  available 
sll-designed  to  provide  each  12-disc  CD  auto-changer,  you  can 
nt  with  plenty  of  personal      focus  on  the  task  at  hand:  enjoying 


every  inch  of  the 
road  before  you. 
This  stirring 
interaction  is  made  possible  by  the 
responsive  and  finely  tuned  suspen- 
sion system  of  the  GS.  One  that 
actually  enables  the  driver  to,  in  a 
sense,  communicate  with  the  road. 

That,  we  figured,  would  be  all 
the  feedback  you'd  need. 
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LEXU5 

The  Relentless  Pursuit  Of  Perfection, 


mire  information,  rail  800-872-5398  (800-VSA-I.EXl  'Si.  Shim  >n  with  optional  equipment. 
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PRODUCTION 

Change  from  last  week:  0.5% 
Change  from  last  year:  4.9% 


1967-100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.5% 
Change  from  last  year:  7.9% 
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The  production  index  rose  during  the  week  ended  Aug  21  On  a  seasonally 
adjusted  bosis,  output  of  electricity  was  up  strongly,  and  steel,  paperboard,  and  truck 
production  rose  as  well.  Crude-ail  refining  and  auto  output  both  declined,  and  output 
levels  for  cool,  lumber,  paper,  and  rail-freight  traffic  were  unchanged  from  the 
previous  week  Before  calculation  of  the  four-week  moving  average,  the  index 
increased  to  189.7,  from  186  8 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc 


The  leading  index  was  unchanged  during  the  week  ended  Aug 
three-month-long  runup  In  the  latest  week,  higher  stock  prices,  lower 
and  faster  growth  in  M2  offset  slower  growth  rates  for  materials  pri 
estate  loans  and  an  increase  in  the  number  of  business  failures.  As  a 
calculation  of  the  four-week  moving  average,  the  index  fell  to  231.7, 
the  previous  week. 

Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Rese 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (8/28)  thous.  of  net  tons 

1,856 

1,867# 

13.3 

AUTOS  (8/28|  units 

1 12,748 

94,657r» 

1.3 

TRUCKS  (8/28)  units 

88,697 

93,3 19r# 

0.5 

ELECTRIC  POWER  (8/28)  millions  of  kilowaft-hours 

70,312 

69,600# 

10.1 

CRUDE-OIL  REFINING  (8/28)  thous  of  bbl /day 

13,927 

13,999# 

5.1 

COAL  (8/2 1 )  thous  of  net  tons 

17,987# 

17,618 

-10.5 

PAPERBOARD  (8/21)  thous.  of  tons 

815.7# 

807  2r 

5.3 

PAPER  (8/21)  thous.  of  tons 

802.0# 

802. Or 

4  4 

LUMBER  (8/21)  millions  of  ft. 

455.9# 

441  3 

-2.6 

RAIL  FREIGHT  (8/2 1)  billions  of  ton-miles 

20  7  = 

20.4 

-4  6 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/1) 

105 

1  05 

1  24 

GERMAN  MARK  (9/n 

1.66 

1  6V 

1.41 

BRITISH  POUND  (9/1) 

1.50 

1.48 

1.98 

FRENCH  FRANC  (9/1) 

5.82 

5  88 

4.83 

CANADIAN  DOLLAR  (9/i) 

1  32 

1.31 

1.20 

SWISS  FRANC  :<//.; 

1.46 

1.48 

1.27 

MEXICAN  PESO  (a/l) 

3.120 

3.120 

3.101 

Sources:  Major  New  York  banks.  Currencies  expressec 
pound  expressed  in  dollars 

in  units  per  U  S  dollar,  except  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/l)S/troyoz. 

369  050 

371.150 

8  4 

STEEL  SCRAP  (8/31)#l  heavy,  S/ton 

112.50 

1  1  2  50 

30.8 

FOODSTUFFS  (8,  31]  index   1967-  100 

2118 

210  9 

6.9 

COPPER  (8/28)  c/lb. 

91.2 

90  4 

-22.1 

ALUMINUM  (8/28)  c/lb 

54.1 

54  8 

-9.7 

WHEAT  (8/28)  #2  hard,  S/bu. 

3.34 

3  35 

-1.5 

COTTON  (8/28)  strict  low  middling  1-1/16  in  ,  C/lb. 

52.88 

52  34 

-6.0 

Sources:  London  Wednesday  final  setting,  Chicago  mar 
Week,  Kansas  City  market,  Memphis  market 

cet.  Commodity  F 

esearch  Bureau,  Metals 

Latest 
week 

Week 
ago 

X  ci , 
yea] 

STOCK  PRICES  (8/27)  S&P  500 

459.34 

452.02 

CORPORATE  BOND  YIELD,  Aao  (8/27) 

6  7  1.: 

6.79% 

INDUSTRIAL  MATERIALS  PRICES  (8/27) 

95.4 

95.3 

BUSINESS  FAILURES  (8/20) 

316 

288 

REAL  ESTATE  LOANS  (8/1 8)  billions 

$401.8 

$404  3r 

MONEY  SUPPLY,  M2  (8/1 6)  billions 

$3,491.9 

$3,483. lr 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/U)thous  324 

331 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  c 
data  on  business  failures  and  real  estate  loans 

■:.M:h!iM«.]:M:i[*i:i 

Latest 
month 

Month 
ago 

%  CI 
yea 

PERSONAL  INCOME  (July)  annual  rate,  billions  $5,368.2 

$5,377.9r 

CONSUMER  SPENDING  (July)  billions 

$4,402.4 

$4,382.7 

C0NSTR.  SPENDING  (July)  annual  rate,  billi 

ons  $458.2 

$460.5r 

NEW  HOME  SALES  (July)  annual  rate  thous 

629 

662 

Sources:  Commerce  Dept,  Census  Bureau 

r.M.'W..  Vil'MW.W,!  HHHHBBHHL 

Latest 
week 

Week 
ago 

%  Civ 
yeo, 

MONEY  SUPPLY,  Ml  - 

$1,095.7 

$l,091.5r 

BANKS'  BUSINESS  LOANS  (8,  18) 

270  3 

271  3 

FREE  RESERVES  (8/18) 

326r 

880r 

N0NFINANCIAL  COMMERCIAL  PAPER  (8 

8)  160.2 

158.0 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
hrvoweek  period  in  millions) 

which  are  expressed 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (8/31) 

3.19% 

2.95% 

3 

PRIME  (9/1) 

6.00 

6.00 

6 

COMMERCIAL  PAPER  3-MONTH  (8/3 1) 

3  1" 

3  14 

3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/1 

3.13 

3.13 

3 

EURODOLLAR  3-MONTH  (8/27) 

3.13 

3.13 

3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equip 
}  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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'ome  businesspeople 
spend  a  fortune  on  first 
essions.  The  right  suit, 
right  office  space, 
it  to  a  potential  customer 
ing  through  the  yellow 
s,  nothing  makes  your 
less  look  more  successful 
a  $15  a  month  Custom 
lumber  from  Pacific  Bell, 
says  you're  willing  to 
st  your  own  money  to 
i  person's  business. 


customized  to  route  calls 
to  different  destinations 
when  you're  out  of  the  office, 
or  to  identify  where  a  call 
originates  and  route  it  to 
your  company  location  that 
can  best  service  the  caller. 
Custom  800  helps  you  live 
up  to  that  first  impression. 

These  are  just  sonic  of 
the  options  available  with 
Pacific  Bell's  Custom  800 
service.  To  find  out  more,  call 


In  business,  nothing  makes  a  better  first 
ipression  than  a  well-tailored  800  number. 


ier  than  asking  someone  to  pay 
;k  questions  about  your  product 
3rvice,  a  Custom  800  number 
,  "I'll  give  you  this  information 
of  charge." 

Jtential  customers  not  only 
reciate  that  gesture,  they  draw 


conclusions  from  it.  People  call 
companies  with  800  numbers 
because  they  believe  those  compa- 
nies are  more  successful  and  more 
service-oriented  than  those  who 
refuse  to  invest  in  one. 

And  since  that  number  can  be 


1-800-PAC  BELL  (ext.  361)  or  an 
authorized  sales  representative. 

Custom  800  from  Pacific  Bell. 
For  just  $15  a  month  plus  installa- 
tion and  usage,  it's  an  investment 
any  business  can  aflord  —  and  one 
few  can  afford  to  be  without. 


is  t  o  m  8  0  0  service 


pacificObell 

A  Pacific  Telesis  Company 


Good  enough"  isn't. 
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igures  don't  look  right,  you 

t  to  have  your  claims  examined. 


Is  your  company  paying  too  much 
for  health  care?  Find  out  with  our  free 
Claims  Key  program.  Send  200  claims 
from  your  PPO  insurance  plan,  and  we'll 
show  you,  line  hy  line,  how  we  can  process 
them  for  less.  So  far,  every  company  that's 
participated  has  saved  money— as  much 
as  57%.  If  your  company  has  250  or  more 
people,  look  into  a  checkup  with  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
The  results  could  be  a  real  eye-opener. 
We  make  the  system  work  for  you:" 

CaliforniaCare  Health  Plans 


#  Blue  Cross  of  California 


en  a  derrick  woite 
tried  to  drag  out  his 

disability  payments,  we 

suspected  his 
claim  was  rigged. 

To  all  appearances,  the  derrick  worker  in  this  workers'  comp  case  had 
merely  bruised  his  foot.  So  when  he  dragged  out  his  disability  claim, 
complaining  to  his  doctor  that  he  couldn't  walk  without  a  crutch  or  even 
pump  gas,  our  local  State  Fund  adjuster  suspected  fraud. 

Our  investigation  proved  enlightening.  The  same  man  who  limped  into 
his  doctor's  office  on  a  crutch  was  videotaped  ainning,  dancing,  roughhousing— 
and.  you  guessed  it,  pumping  gas.  The  evidence  State  Fund  collected  not 
only  prompted  his  doctor  to  end  his  disability  status,  it  also  paved  the  way 
for  the  worker's  arrest  and  conviction  for  fraud. 

Fighting  workers'  comp  fraud  isn't  easy.  It  takes  training,  resources 
and  commitment.  At  State  Fund,  we've  got  all  three.  To  date,  we've  trained  over  800  adjusters  and 
other  staff,  who  conduct  hundreds  of  investigations  across  the  state.  They  scout  out  rigged 
claims  like  the  case  of  the  derrick  worker— and  unearth  the  evidence 
needed  to  convict  fraud  perpetrators.  If  you'd  like  to  put  that  kind  of 
commitment  to  work  for  your  company,  call  State  Fund  today. 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 


COMPENSATION 
INSURANCE 
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'Sometimes  an  offiwrtii/utif  /&oA&  /vj/Z/f 
oecoK&e  i£>'&  tne  onlu  one  t^ou  can  -iw. 


Perspective  is  key  to  smart  decisions.  So 


talkwith  The  Serfin  FinancialGroup. 


Where  Mexico's  leading  investment  bank- 


ers WORK  WITH  EXPERTS  FROM  THE  MOST 


EXPERIENCED  COMMERCIAL  BANK.  WHICH 


MEANS  YOU  DON'T  HAVE  TO  NARROW  YOUR 


CHOICE  OF  OPPORTUNITIES  UNTIL  YOU'VE  HAD 


THE  BENEFIT  OF  THE  WIDEST  POSSIBLE  VIEW. 


Foreign  Investment 
Foreign  Exchange 
investment  banking 
mergers  &  acquisitions 
trade  finance 
asset  management 
leasing  &  factoring 
insurance 


SERFIN! 


SERFIN 

FINANCIAL  GROUP 


Mexico  City  New  York  Tokyo 
London  Toronto  Los  Angeles  Nassau 


U,  Health' Club  Marog  cr 
easons  Olympic  Hotel,  Seattle 


Our  spa  boasts  electronic  treadmills,  weight  machines,  even  a  swimming  pool  to  revitalize  you.  Our  Alternative 
L  uisine  entrees  are  rich  with  flavor  —  not  calories,  sugar,  or  cnolestero  1.  And  our  no-smohing  rooms  will  enhance  your  |~Q(J|~5E?clS0n 

stay  even  while  you're  asleep.  Such  absolute  dedication  to  your  well-being  also  increases  your  professional  efficiency  f  r   Olympic  Hot 

SEATTLE  I 

t  he  Jay  ahead.  And  further  strengthens  our  belief  that  the  demands  of  your  trip  demand  nothing  less  than  Four  beasons  Hotels. 

4111  Inivkksitv  Street,  Seattle,  VC'A  U8I01 .  F<  >u  resekvath  ins,  please  telephone  {20b)  621-1700. 
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GEORGE  SOROS  HAS  MOVED 

MORE  THAN  MARKETS  

What  a  magnificent  article  on 
George  Soros  ("The  man  who 
moves  markets,"  Cover  Story,  Aug.  23). 
How  wonderful  the  world  could  be  if  all 
entrepreneurs  had  the  goal  Soros  has: 
"The  more  money  I  make,  the  more  I 
can  give  away."  I  hope  he  makes  many 
more  tons  of  money. 

David  A.  Wilkinson 
Marietta,  Ga. 

Your  article,  which  makes  readers 
better  aware  of  George  Soros'  com- 
plex (and  so  far  little-known)  personality, 
also  contributes  to  Soros'  "self-revela- 
tion" efforts. 

Particularly  interesting  is  Soros' 
strong  "nontribal"  philosophy:  It  is  en- 
couraging that  such  a  well-informed  man 
should  opt  for  believing  in  mankind  as  a 
whole. 

Montague  H.  March 
Geneva 

Soros  rightly  says  that  we  have  failed 
to  learn  the  economic  lessons  of  the 
time  between  World  Wars  I  and  II. 

However,  that  also  suggests  that 
what  we  need  is  substantial  public  in- 
vestment—such as  infrastructure  work, 
environmental  therapy,  and  energy  re- 
structuring—if we  are  going  to  crank 
up  the  world's  almost  uniformly  ailing 
economies. 

John  E.  Ullmann 
Hempstead,  N.Y. 

ere  is  a  man  whose  philosophy  and 
philanthropies  would  anesthetize  the 
spirit  of  nationalism.  This  is  the  same 
person  who  continues  to  make  his  for- 
tune on  the  distinctions  among  nations, 
taking  advantage  of  their  errors  and  the 
conditions  under  which  national  econo- 
mies compete. 

In  the  age  of  upset  business  thinking 
and  global  openness,  the  perplexities 
represented  by  Soros'  doings  is  worth 
discussion,  with  the  outcome  possibly 
less  important  than  the  enlightenments 
along  the  way. 

Harvey  Steinberg 
Lawrenceville,  N.  J. 


CORREaiONS  &  ClARif  ICATIOHS 

"The  man  who  moves  markets"  (Cover 
Story,  Aug.  23)  said  someone  could  in- 
vest in  George  Soros'  Quantum  Fund 
by  purchasing  a  minimum  of  one 
share.  Quantum  has  raised  its  mini- 
mum investment  to  five  shares. 

A  table  accompanying  "Mini-nation- 
als are  making  maximum  impact"  (The 
Corporation,  Sept.  6)  reversed  statis- 
tics for  Idex  and  Inter  lake  Corp.  Idex, 
a  maker  of  fluid-handling  products,  had 
1992  sales  of  $277.1  million,  with  28.5% 
of  it  overseas.  Interlake's  sales  of  ma- 
terial-handling equipment  were  $708.2 
million,  with  48.6%  of  it  foreign. 


MIRACLE  WORKERS 
NEED  NOT  APPLY 


The  excellent  article  "Why  more  heads 
will  roll"  (Top  of  the  News,  Aug.  23) 
is  factual  but  alarming.  It  is  alarming  be- 
cause this  rush  to  bring  in  new  execu- 
tive talent  from  the  outside  seems  to 
totally  disregard  the  experience  and 
knowhow  of  the  employees,  managers, 
and  executives  who  have  built  the  busi- 
ness and  know  how  to  operate  it.  If 
there  is  any  short-term  benefit  to  bring- 
ing in  a  "miracle  worker"  executive  from 
the  outside,  it  is  far  outweighed  by  the 
damage  done  to  the  internal  manage- 
ment-development system. 

Tom  Potts 
Houston 

y  eye  caught  the  last  sentence  of 
I  your  article.  It  asked:  "Do  IBM, 
Westinghouse,  and  Kodak  need  outsid- 
ers—or superheroes?"  The  myth  that 
any  one  person  can  be  the  hero  in  a 
turnaround  should  have  died  a  long  time 
ago.  While  this  report  was  obviously  a 
very  narrowly  focused  piece,  it  still  sup- 
ports the  notion  that  the  guy  at  the  top 
can  be  a  hero.  The  article  does  little  to 
analyze  the  real  reason  more  heads  will 
roll. 

It  would  appear  that  the  main  issue  is 
not  whether  the  superhero  comes  from 
the  outside  or  the  inside.  It  is  whether 
this  person  has  the  willingness  and  the 
ability  to  listen,  to  ask,  to  empower, 
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1984 


1986 


Merrill  Lynch  establishes 
Business  Financial  Services 
to  meet  the  needs  of 
small  businesses. 


Six  times  over  a 
week,  Merrill  Lynch 
broadcasts  national 
teleconference  on 
the  Tax  Reform 
Act  of  1986  to 
100,000  investors. 


19 


Merril 
recomm 
clients  coi 
bonds  and  H 
rate-sensitive : 
in  anticipation  i 
lower-than-expec| 
inflation. 


FIVE  HUNDREI 


In  recognition 
of  clients'  needs  for 
trust  and  estate 
planning  services, 
we  establish 
Merrill  Lynch 
Trust  Company. 

1985 


Survey  of  investment 
officers  names 
Merrill  Lynch  as  the 
most  helpful  firm  in  the 
aftermath  of  the  October 
market  decline. 


Recogr 
effect  of 
interest  rat 
clients'  resulj 
credit  needs, 
Merrill  Lynch  b 
development  of  a 
innovative  array  of 
home  mortgages. 


1987 


1989 


©  199?  Merrill  Lynch,  Pierce,  Fenner  8c  Smith  Inc.  Member  SIPC. 


1990  1992 

Merrill  Lync  h  As  early  as  election 

forms  its  day,  Merrill  Lynch 

Insurance  Group  advises  investors  to 

to  provide  an  consider  municipal 

expanded  array  bonds  in  view  of 

of  retirement  and  potential  tax 

estate  planning  increases, 
opportunities. 


ILLION  DOLLARS 


To  help  Americans 
focus  on  the  need  to 
save  for  retirement, 

With  money  market  Merrill  Lynch  takes 

rates  still  nearly  6%,  a  leadership  role 

Merrill  Lynch  alerts  in  the  401(k)  market 

clients  not  to  get  by  developing 

caught  short  and  to  educational 
lengthen  maturities.  programs  for  clients. 

1991  1993 


It  would  take  10  years  to  show  you  why  our  clients 
entrust  us  with  this  much  money. 

Ten  years  of  milestone  events  that  show  our  Financial  Consultants'  dedication 

to  giving  clients  the  soundest  financial  advice  possible,  their  commitment  to  helping  clients  achieve 

their  financial  goals  and  our  knowledge  of  economic  and  investment  trends. 

The  substantive  reasons  why  there  are  a  half  trillion  dollars  held  in  Merrill  Lynch  client  accounts. 

This  past  decade  has  made  a  difference  in  our  clients'  financial  future. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 


BREITLING 

1884 


Instruments  for  Professionals 


(.  IIKONOMIAKk 
A  dependabl)  rugged,  high-precision 
chronograph  witU  timing  to  1  /  10th  of  a  second 
and  intermediate  times  display.  Excellent 
U-philiU  i'\      at  ni;^ht  l.isl-.iction  tinuvoiio 

t  hanges  Battery  end-of-life  indicator 
Screw-locked  t  rown  V\  ater-resistanl  down  to 
Hill  meters.  Rotating  bezel 


AUTHORIZliO  BRI-ITLING  AGENT: 


119  Stanford  Shopping  Center 
(415)  325-3533 


and  to  enroll  people  in  a  new  visit 
The  right  leader  for  Kodak  is  the  if 
who  knows  that  he  or  she  must  bem 
of  the  team  that  goes  out  t<>  find 
what  the  customer  wants.  The  custo 
provides  the  new  yardstick  to  mea. 
performance  against.  Every  system  r 
be  redesigned  to  serve  this  stand  :• 
not  the  old  company  status  quo. 

My  suggestion  is  to  look  to  small 
ness  for  the  right  person.  They  k 
what  it's  like  to  push  against  the  tfc  u 
make  something  work.  Why?  The  : 
been  competing  against  the  Kod  - : 
Pillsburys,  and  Coca-Colas  of  the  w  : 
for  years.  And  they  are  succeeding 
Lorraine  Rii 
Se 


THE  BUDGET  AND 

BOVINE  GROWTH  HORMONE 


In  "No  pain,  no  gain  on  the  del 
(Editorial,  Aug.  16),  you  pointe 
my  support  for  a  moratorium  on  boj 
growth  hormone  (BGH)  as  an  exai] 
of  the  budget  debate  gone  awry, 
ing  could  be  further  from  the  truth 
BGH  is  a  genetically  engineered  {. 
uct  that  increases  milk  productio  r. 
dairy  cattle  by  10%-20%  following 
injections.  So  what  does  this  drug 
to  do  with  the  federal  budget? 

Last  year,  the  Congressional  Bu  e 
Office  did  an  economic  forecast  of 
federal  deficit  impact  of  BGH  appi  81 
during  the  fiscal  1994  budget  year, 
cording  to  CBO,  it  would  increase,  -r,,, 
milk  surplus  the  federal  govemme 
required  to  purchase,  costing  fe( 
taxpayers  S15  million  in  fiscal  '94.  01 , 
have  estimated  that  in  later  years  fr 
annual  cost  will  rise  to  $225  millior 
But  I  did  not  condition  my  su\ 
for  the  President's  overall  prograi 
this  single  issue.  My  support  for  , 
President's  economic  package  anc  ? 
support  for  this  moratorium  hav 
ways  been  two  separate  issues. 
Senator  Russell  D.  Feingold  (D 
Washir 


[kyi 


I 


EUROPE'S  LEADERS  EXERCISED 
'A  HEALTHY  DOSE  OF  PRAGMATIS 


I found  Robert  Kuttner's  article, 
Europe  didn't  take  the  last  ste 
ward  union"  (Economic  Viewpoint, 
23),  to  be  a  superficial  analysis  of  tl 
cent  turmoil  in  the  European  for 
currency  markets.  The  article's 
premise— that  Europe's  leaders 
with  the  crisis  in  a  weak  mannei 
that  the  outcome  of  events  is  t 
mount  to  the  dissolution  of  the  Eu 
an  Monetary  System— is  suspect 
One  charge  that  does  not  hoi 
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side  the  facts:  The  adjustment  to 
ystem  indicates  that  Germany, 
e,  and  the  other  European  coun- 
lave  decided  to  put  domestic  agen- 
efore  the  good  of  the  European 
mnity.  On  the  contrary,  the 
it  of  foreign-currency  reserves 

by  both  France  and  Germany  to 
i  maintain  the  status  quo  seems 

to  be  strong  evidence  of  their  de- 

0  save  the  EC  and  preserve  the 
•;ss  made  toward  monetary  union. 

ver,  despite  the  current  economic 
ation,  German  reunification  will 
result  in  improved  stability  and 
ead  Europe  toward  its  ultimate 
f  integration. 

resolving  the  currency  turmoil, 
h,  German,  and  the  other  Euro- 
jentral  bankers  and  government 
s  involved  were  not  ineffective  or 
but  are  to  be  commended  for  exer- 
a  healthy  dose  of  pragmatism  and 
litik. 

Mark  E.  Oldcorn 
Boston 

EftS  WAS  AN  EARLY  VOICE 

1ST  APARTHEID  

ay  I  add  a  comment  to  your  re- 
view (Books,  Aug.  23)  of  Stefan 
it's  book,  The  Last  Empire:  De  - 

Diamonds  and  the  World? 
Beers  and  its  sister  company,  An- 
nerican,  have  long  believed  that 
leid  was  both  wrong  and  ineffi- 
Rightly  or  wrongly,  as  a  business, 
oup  has  chosen  to  speak  out  over 
jars  on  the  business  issue:  that 
rrupt  system  of  apartheid  restrict- 

creation  of  wealth  for  the  benefit 

stakeholders— shareholders,  em- 
:s,  the  national  treasury,  etc. 
•  er  decades  of  lobbying  by  busi- 
in  which  Anglo  American  and  De  - 
played  a  major  part),  government 

to  eliminate  job  reservation  in 

1  irly  1980s— a  significant  breach  in 
stem. 

long  ago  as  1974,  Harry  Oppen- 
r  called  for  the  extension  of  trade- 
rights  to  black  South  Africans, 
the  government  conceded  in  1979. 
srs  and  Anglo  American,  the  first 
1  houses  to  recognize  black  trade 
>,  set  a  recognition  level  remark- 
ow  by  international  standards  to 
ite  unionization. 

ay,  all  our  associated  mining  and 
rial  companies  are  unionized. 

W.  J.  Lear 

'  :tor  of  Corporate  Communications 
De  Beers/Centenary 
London 

o  the  Editor  should  be  sent  lo  Readers  Report, 
Week,  1221  Avenue  of  the  Americas,  New 
Y.  10020.  Fax  (212)  512-4721  All  letters 
ude  an  address  and  daytime  and  evening  tele- 
umbers.  We  reserve  the  right  to  edit  letters  for 
nd  space. 


"Your  crudites,  M'sieur!" 


Try  Our  Recipe.  The  Berger  101 
Fund  is  the  more  conservative  -  a  mix- 
ture of  many  old,  dividend-paying 
favorites  with  a  few  interesting  foreign 
dishes  added.  The  Berger  100  Fund 
offers  a  more  lively  menu.  The  best  of 
the  mature,  ripe  offerings  available  in 
the  market  plus  some  young  tender 
plants  that  have  just  poked  their  heads 
through  the  weeds.  The  philosophy 
behind  these  impressive  results  is  a  recipe 
we'd  like  to  share  with  you.  Please  call 
for  a  prospectus  and  study  it  carefully. 


WITH  THIS  TABLE,  YOU  CAN 
EASILY  COMPARE  US  WITH  OTHER  FUNDS. 

(For  the  period  ending  June  30,  1993) 


AVERAGE  ANNUAL  TOTAL  RETURNS 
100  FUND      101  FUND 
1  Yr                     35.5  %          17.5  % 
3  Yrs                    25.9%  18.5% 

CUMULATIVE  TOTAL  RETURNS 
100  FUND       101  FUND 
35.5%  17.5% 
99.3  %            66.5  % 

5  Yr-, 
10  Yrs 

25.0  % 
13.3% 

15.1  % 
11.5% 

204.7  % 
247.0  % 

102.3% 
196.9% 

15  Yrs 

From  9/30/74 

16.6% 
15.9% 

13.0% 
14.1  % 

901.0% 
1,482.9% 

529.1  % 
1,077.9% 

Past  performance  shows  the  funds'  history  and  does  not  guarantee  future  results.  The  figures 
include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains,  which  will  fluc- 
tuate so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  fig- 
ures include  the  deduction  of  12b-l  fees  beginning  in  June,  1990.  Source:  Lipper  Analytical  Services 

The  Berger  Funds  •  (800)  333-1001 


'A  systematic,  clearly  written,  and  highly  accessible  manual 
for  initiating  revolutionary,  non-incremental  change  in  an 
organization.  The  focus  is  practical  rather  than  academic, 
and  the  treatment  addresses  specific  tactics  and  applica- 
tions that  have  already  proven  successful." 

—Financial  Reading  Review 
'A  rich  study  of  the  strategic  and  operational  dimensions  .  .  . 

inthereengineeringofwork."    ni  ,  _  . 

—Sloan  Management  Review 

PROCESS  INNOVATION 

Reengineering  Work  through  Information  Technology 
Thomas  H.  Davenport 

Ernst  &  Young  Center  for  Information 
Technology  and  Strategy       $29 . 95 

Available  now  at  your  local  bookstore. 

S3?  Harvard  Business  School  Press 

Boston,  MA  02163  1-800-545-7685  ext.  343A 
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Why  on  Earth  is  a  printer  company  thinking 
about  the  paperless  workplace.'' 

Because,  at  Pennant  Systems,  we've  redefined 
printing  to  mean  much  more  than  making 
impressions  on  a  page.  Printing  is  the  presentation  ol 
information  anywhere  you  want  it,  and  in  whatever 
form  you  need  it. 


Pennant,  an  IBM  Company,  of  fers  a  full  ranj 
advanced  printers  and  software  systems  and  servi<l 
that  help  manage  the  way  information  flows  throi 
your  entire  organization. 

II  you  have  printers  and  display  systems  in  nil 
even  many  different  brands,  we  can  integrate  thil 
efficiently  as  well. 


<©  IW.i  IBM  Corporation.  Ml  nKhl,  re sr rvrcl. 


Tiats  why  Pennant  is  not  just  a  printer  company, 
e,  we  are  a  presentation  company. 
Vinting  hard  copies  may  not  be  as  necessary  in 
ure  as  it  is  now,  which  is  good  news  lor  lorests. 
tting  information  presented  to  you  instantly,  and 
form  is  already  an  essential  way  to  do  business. 
l  Pennant  representative  would  be  more  than 


happy  to  talk  to  you  about  your  company's 
inlormation  presentation  needs.  Save  a  little  paper 
and  call  us  at  1-800  PENNANT  for  information 
on  our  printers,  soltware,  maintenance,  and 
other  services. 

Your  company,  your  customers,  and  your 
forests  will  thank  you. 


Redefining  Printing. 

PENNANT 


An  IBM  Compam 


THE  MYTH  OF  MALE  POWER 

By  Warren  Farrell,  PhD 

Simon  &  Schuster  •  446pp  •  $23 


NO  MAN'S  LAND 

By  Kathleen  Gerson 
BasicBooks  •  366pp 


$25 


WHY  CAN'T  A  MAN 

BE  MORE  LIKE... WHAT? 


Save  the  Males,"  read  the  side  of  a 
coffee  mug  I  noticed  recently.  A 
high  watermark  of  sorts:  The 
angst  over  the  meaning  of  manhood  in 
America  has  reached  the  point  where 
the  entire  gender  is  the  subject  of  an 
endangered-species  joke. 

There's  no  question  that  navigating 
the  shoals  of  masculinity  today  is  a  diffi- 
cult and  dangerous  business.  But  the  in- 
cessant self-centeredness  of  many  writ- 
ings on  the  subject  has  been  distasteful 
as  well  as  counterproductive.  Self-pitying 
grieving  over  personal  unhappiness, 
searching  for  the  "inner  child,"  and  for- 
ever questing  for  fulfillment  is  one  big 
bellyful  of  narcissistic  nonsense.  The  no- 
tions of  trust,  obligation,  love,  and  the 
family  are  somehow  absent  in  this  orgy 
of  whining. 

The  absolute  worst  offender  in  the 


men's  navel-gazing  contest  is  The  Myth 
of  Male  Power:  Why  Men  Are  the  Dispos- 
able Sex,  by  Warren  Farrell,  PhD.  The 
California  author  has  been  in  the  thick  of 
gender  debates  for  20  years,  originally 
as  a  champion  of  feminism.  According  to 
his  book  jacket,  150,000  men  and  women 
have  attended  his  workshops.  He  has 
been  on  Donahue  eight  times,  no  less. 

In  The  Myth  of  Male  Power,  Farrell 
argues  that  men  are  just  as  victimized 
as  women  and  just  as  deserving  of  a 
big  dose  of  that  new  elixir,  empower- 
ment. Farrell  demonstrates  male  power- 
lessness  by  pointing  to  the  violence  done 
to  males  in  school  sports  (which  he 
terms  male  child  abuse),  the  selling  of 
men's  time  and  bodies  to  support  wife 
and  family  (prostitution  of  males),  and 
the  draft  (enslaving  men  in  the  mili- 
tary). Farrell  concludes  that  "the  wound 


that  unifies  all  men  is  the  wound 
their  disposability ...  as  soldiers,  wcC 
ers,  dads."  Got  that,  guys? 

A  new  book  by  sociologist  Kathl 
Gerson  is  a  much  more  thoughtful  | 
cussion  of  men's  roles.  In  No  Mil 
Land:  Men's  Changing  Commitment! 
Family  and  Work,  Gerson  turns  to  <| 
nomics  to  explain  what  is  happening 
both  men  and  women  in  America.  Ba| 
on  men's  financial  contribution  to  a  f* 
ily  and  their  participation  in  domej 
work,  especially  child-rearing,  she 
vides  contemporary  American  men 
three  groups. 

The  first— breadwinner— is  the  ok 
and  most  traditional  role.  The  '50s  n 
el  of  the  family,  Gerson  argues, 
based  on  Dad's  ability  to  support 
family  single-handedly  in  the  str 
postwar  economy.  Housework  and  cl 
rearing  were  Mom's  province.  Male  ii 
tity  revolved  around  being  provider, 
tector,  and  patriarch. 

Of  course,  changes  in  the  econ< 
knocked  this  all  to  hell.  As  the  70s 
gressed,  fewer  and  fewer  men  could 
port  a  family  by  themselves.  As  wo  ■. 
entered  the  work  force,  the  balano 
power  within  the  family  shifted,  ^ 
gender  identities  started  to  blur. 


h 


From  chemistry  to  candy  bars,  more  global  H 

BECAUSE  Citibank  forgessolid  Jong-term  relationships  with  its  customers  —  over  70year;t 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  fc| 
exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  BECAUSE  noi 
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son  says  that  two  other  widely 
^ent  roles  have  begun  to  replace 
f  breadwinner.  "Autonomous  men" 
ihosen  to  skip  or  flee  family  com- 
fit altogether  by  remaining  single 
ting  divorced  and  ignoring  their 
tions.  The  divorce  rate  has  soared 
,he  '50s,  of  course,  but  so  has  the 
>n  by  men  to  stay  single.  In  1992, 
f  all  men  from  ages  35  to  39  had 
married— double  the  rate  in  1980. 
the  same  time,  a  third  group  has 
I  in  the  opposite  direction,  toward 
sr  involvement  in  family  life. 
?as  breadwinners  contribute  100% 
imily's  finances  and  little  to  child- 
g  and  housework,  "involved  men" 
with  their  working  wives  both  fi- 
1  and  family  responsibilities.  These 
ing  Dads  are  especially  involved  in 
;  their  kids.  (But  they  still  don't  do 
housework,  Gerson  laments.) 
son  emphasizes  that  men  may 
across  her  typology  over  their  life- 
Many  divorced  men  become  deep- 
olved  in  raising  the  children  of 
second  marriages,  for  example, 
l  they  were  distant  from  the  kids 
)f  their  first.  Others  go  the  other 
•emaining  single  after  a  bitter  di- 
With  this  dynamic  approach,  Ger- 
imps  the  prevalent  cheap  and  easy 
^babble  about  the  "innate"  mascu- 


T 


wo  views  — one 
an  orgy  of  whining, 
the  other  a  thoughtful 
discussion  —  of  men 's 
changing  roles 


fltt«l  Mans 

MiM*t  tlLand 


line  personality  (testosterone  equals  com- 
petitiveness, drive  to  dominate,  love  of 
combat,  and  emotional  distance),  or  male 
"culture"  (ditto  without  the  hormones). 
These  constructs  freeze  the  discussion  of 
changing  male  and  female  roles.  Ger- 
son's  approach,  by  emphasizing  why  and 
how  roles  are  changing  over  time,  has 
more  analytical  juice. 

Gerson  can  be  criticized  for  her  limit- 
ed sample— interviews  with  138  lower- 
and  upper-middle-class  men  from  the 
New  York  area.  But  her  book  comes 


alive  through  her  description  of  the  actu- 
al men  that  represent  each  type.  Gerson 
vividly  depicts  their  search  for  redefini- 
tion of  what  it  means  to  be  a  man. 

By  focusing  on  the  evolution  of  men's 
identity  and  role  in  American  society, 
Gerson  buries  the  narcissism  and  hormo- 
nal determinism  of  many  previous  books 
on  the  "men's  movement"  and  brings 
the  discussion  back  to  the  real  world. 

BY  BRUCE  NUSSBAUM 
Nussbaum  is  the  editor  of  BUSINESS 
week's  editorial  page. 


es  choose  Citibank  than  any  other  bank. 


an  match  Citibank's  expertise  and  experience  in  emerging 
ts  — over  90  years  in  Asia,  and  75  years  in  Latin  America. 
AUSE   THE    CITI    NEVER  SLEEPS 


CITIBANKS 
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Economic  Viewpoint 


ECONOMIC  REFORM: 
JUST  DO  IT,  BRAZIL 


BY  RUDI  DORNBUSCH 


The  country  is  on 
the  verge  of 
hyperinflation,  yet  its 
leaders  refuse  to  act. 
Chile,  Mexico,  Israel, 
and  even  Argentina 
have  managed  tough 
turnarounds.  What  is 
Brazil  waiting  for? 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


Inflation  stabilization  and  economic  reform 
have  proved  a  winning  combination  around 
the  world.  With  determination  and  some 
luck,  a  dramatic  economic  improvement  has  al- 
most always  followed.  The  huge  economy  of 
Brazil  is  the  renegade,  consistently  in  the 
news  with  another  demonstration  of  its  de- 
caying society.  Brazil  should  now  bite  the  bul- 
let. Inaction  not  only  will  deepen  the  social  and 
economic  turmoil  but  also  risks  undermining 
Brazil's  democracy. 

But  Brazil  resists  reform.  "Politically  im- 
possible, the  essential  conditions  are  not  sat- 
isfied," demurs  Fernando  Enrique  Cardoso, 
the  latest  in  a  sequence  of  Finance  Ministers 
who  take  office,  do  nothing,  and  leave  behind 
an  even  larger  mess  than  they  started  with. 
Nobody  knows  what  Cardoso's  magical  "es- 
sential conditions"  are.  Elsewhere,  when  things 
were  bad,  many  governments  have  screwed  up 
their  courage  and  plowed  ahead  with  reforms: 

■  Mexico  has  accomplished  over  the  past 
decade  a  radical  transformation  of  its  once- 
staggering  economy  via  budget-balancing,  per- 
vasive privatization,  deregulation,  freer  trade, 
stabilization  of  inflation  to  single  digits,  and 
welcoming  foreign  investment.  Not  easy,  but 
possible.  Now,  workers  and  investors  have 
confidence,  and  foreign  investors  lend  their 
support. 

■  Chile  went  the  same  way.  Following  a  1983 
depression,  the  country  underwent  a  radical 
reform,  with  deregulation,  trade  liberalization, 
budget  stabilization,  privatization,  and  more. 
Over  the  past  few  years,  even  with  the  spend- 
ing pressures  brought  about  by  the  transition 
to  democracy,  the  country  has  run  up  Asian- 
style  growth  rates  in  the  range  of  5%  to  7%. 
Inflation  remains  moderate  and  prospects  are 
bright.  Yes,  it  can  be  done. 

■  Israel  chose  the  same  route  in  1985,  when  it 
put  an  end  to  hyperinflation,  cut  the  budget 
deficit,  and  set  out  to  clean  up  its  economy.  A 
vast  inflow  of  immigrants  from  the  former 
Soviet  Union  notwithstanding,  the  resolve  has 
held,  growth  is  up,  and  inflation  is  now  down 
to  single  digits.  Yes,  it  can  be  done,  and  it  can 
be  turned  into  success. 

■  Argentina,  unbelievably,  has  put  to  rest 
both  hyperinflation  and  anemic  growth.  It 
used  to  be  said  of  Argentina  that  the  money 
was  outside  and  the  unions  inside,  with  habits 
of  British  trade  unions  and  Italian  taxpayers. 
No  more.  Pervasive  reform— from  the  budget 
to  government/business  relations,  labor  rela- 
tions, inflation  stabilization,  and  openness  to 
trade  and  investment— have  turned  around  an 
economy  that  only  a  few  years  back  was  on 
the  trash  heap.  It  can  indeed  be  done. 

Brazil,  however,  is  on  the  verge  of  hyper- 


inflation. Per  capita  income  is  10%  bek 
1980  level,  and  cumulative  inflation  sinc« 
reaches  more  than  50  billion  percent.  Th, 
sion  of  society,  public  finance,  confidenc' 
capital  clearly  moves  Brazil  far  down 
world  league.  Parts  of  Brazil  today  i 
poor  as  Zambia.  In  1980,  after  three  deca 
super  growth,  Brazil  was  more  impress 
performance  and  promise  than  any  ( 
Asian  Tigers.  Nowadays,  Brazil  make 
news  with  President  Fernando  Collor  d 
lo  and  his  cronies  on  the  way  to  jail  (bu 
er  quite  getting  there)  for  graft,  with  ] 
sive  and  uncontrolled  violence,  and 
deepening  skepticism  about  its  political  s; 
four-step  program.  The  leading  cont 
for  the  presidency  in  the  1994  elections  i: 
cialist,  Luis  Inacio  "Lula"  da  Silva.  Of  coi 
coup  may  happen  before  then.  A  cc 
where  inequality  is  one  of  the  very  w< 
the  world,  where  people  dream  of  a  Fu; 
style  putsch  to  end  conventional  gridloc 
itics,  must  move  fast  or  suffer  much, 
lization    is   not   accomplished    by  < 
governments  but  rather  by  weak  one; 
"conditions"  are  never  right.  Before  his  si 
President  Carlos  Menem  of  Argentin 
hardly  the  image  of  a  great  reformeij 
same  can  be  said  of  Carlos  Salinas  de  C 
in  Mexico,  Patricio  Aylwin,  who  securfj 
bilization  in  Chile's  transition,  or  Shimon 
in  Israel.  For  each,  reform  was  counter 
al  and  populism  a  more  predictable  re; 
yet  each  had  the  courage  to  make  a  go 
form.  They  all  relied  on  capable  ecc 
teams,  who  bet  correctly  that  stabilizatiJ 
reform  would  turn  into  a  virtuous  dm 
stability  and  growth.  And  they  all  won| 
Brazil  is  no  different  from  any  oth 
managed  economy.  To  fix  the  mess, 
step  program  is  the  answer:  Rapid  pri 
tion  must  signal  major  change.  Put  th 
companies  on  the  table  and  startle  the 
by  doing  something  unconventional  but 
right  direction.  It's  the  best  strategy 
sound  public  finance.  Next,  freeze 
prices,  and  the  exchange  rate  for  two  n 
That  will  break  inflation's  back.  Wag 
fixing  rightly  has  a  bad  name,  but  wil 
inflation  a  month  and  pervasive  indexi 
usual  steps  are  needed.  Moderate  in 
can't  be  attained  without  step  three: 
balancing,  including  tax  reform  and  ef 
control  of  the  public  sector.  Finally,  a  t; 
antipoverty  program  such  as  Mexico's 
as  a  shock  absorber  and  a  key  function 
new  state.  Such  a  four-part  package 
politically  viable  and  has  a  proven  recoi 
where.  It's  up  to  Brazil's  leaders  to 
why  this  cannot  be  done  in  their  countijtff 
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ECONOMIC 


Cummings  Research 
Firkin  Hmtsville  is  not 
Only  one  of the  nation  s 
oldest  R&D  facilities,  it's 
also  one  of  the  largest  In 
addition,  Site  Selection 
magazine  consistently 
ranks  it  among  the  top 
ten  parks  in  the  world. 


It  s  a  sad  fact.  But  some  people  still  think  Alabama  s  a  backwoods 
place  full  of  uncultured,  uneducated  hillbillies  who  can  t  even  use 
words  like  uncultured.  Maybe  that  s  why  they  re  surprised  to  find 
out  what  Alabama  really  is  —  a  thriving,  forward-looking  state  that  s 
attracting,  as  well  as  creating,  dynamic  industries.  Sure,  we  have  a 
proud  rural  past  and  an  abundance  of  natural  resources.  That  s  part 
of  our  uniqueness.  But  we  ve  combined  those  attributes  with  a  pro- 
gressive, high  tech  business  environment  to  become  an  important 
Southeastern  economic  center.  There  s  more  going  on  in  Alabama 
than  ever  before.  And  we  don  t  want  anyone  to  be  ignorant  of  it. 


I  H  B  fi  IH 


So  many  companies 
hatt.  developed  a  prel 
erem  e  for  Mobile  that 
it  s  now  ranked  Vlh 
nationwide  in  terms  ul 
new  manufacturing 
companies 


I  I    Isn't    Where    )  o  u    T  h  i  n  k    I  I    I  s 


Birmingham,  Alabama 


for  mure  information,  contact  the  Economic  Development  Partnership  ol  Alabama.  2  North  Jackson  Street.  Montgomery.  Alabama  36104  Phone  205- 22J-570Q. 


INTRODUCING  U 
THEY  WORK  FAST 
BREAKS,  AND  ACT 


DESIGNED  AND  CONFIGURED  TO 
WORK  HARDER  AND  FASTER. 

This  is  much  more  than  just  another  new  line  of  PCs. 
These  are  role  models  for  everyone  in  your  office. 

Dell's  new  OptiPlex™  PCs  are 
serious,  hard-working,  hard-core 
business  machines,  designed  to 
perform  in  the  workplace. 

Our  accelerated  local  bus  video 
kicks  all  your  standard  workday 
sj^>_  applications  into  high  gear.  Our 
systems  are  up  to  16%  faster 
Hard-workmg  than  our  major  competitors'  PCs: 

dedicated,  flexible . 
A  few  qualities  to  look  for      As  any  spreadsheet  worker  will 
in  a  new  employee.  te\\  you<  tnat  ajjs  up  fast 

Every  OptiPlex  system  also  features  advanced 
DelP  optimized  Windows'"  display  drivers.  We 
also  give  you  the  ever  popular  hurst  mode 
memory  transfer  and  block  mode  IDE 
transfer.  (Translation:  things  go  faster.) 

And  to  spare  you  the  usual  set-up  hassles, 
we'll  have  your  PCs  ready  to  run,  right  out 
of  the  box.  You  can  have  your  choice  of  six 
network  interface  cards  factory- installed. 

We'll  also  be  quite  happy  to 
install  your  choice  from 
over  100  of  the  most 
popular  business  software 
applications.  All  you  pay  is  a  flat  $15 
installation  fee. 


in 


ifel 


We  give  you  up 
to  16%  faster 
overall  application 
performance  than 
our  leading 
competitors! 


We  offer  guaranteed 


EASIER  TO  MAINTAIN,  SO  YOU 
GET  BACK  TO  WORK  FASTER, 

Nothing's  more  important  in  business  than  the  abil 
to  quickly  bounce  back  from  adversity.  So  we've  made  I 
OptiPlex  PCs  extraordinarily  easy  to 
service.  Our  unique  OptiFrame'Mch|l 
i_.ni  essentially  he  snapped  apart  atterl 
turning  a  couple  of  thumbscrews.  Most§ 
the  important  component  assemblies  m 

five-minute  response  to    tnen  be  removed  by  loosening  one  scrJ 
calls,  24  hours  a  day.  .  .     .     .  .  ,         ,.,  ■ 

See,  someone  does  work  per  assembly.  And  the  card  cage  lifts  oM 
longer  how-,  than  you     ,  )IU>  pjCCL>  for  casv  access  to  the  systerr  ] 1 
board.  Meaning  no  cards  to  remove  or  cables  to  disconr>|: 
or  hair  to  pull  out. 

In  fact,  you'll  find  that  our  whole  company  is  easy  tot 
Dell  offers  a  unique  service  plan  -  our  SelectCareSM  profjj 
You  can  pick  and  choose  from  a  comprehensive  menu 
service  options  that  includes  everything  from  an  optior, 
5-year  parts  and  labor  warranty  to  a  self-maintainer  ph 
The  bottom  line  is,  you  pay  only  for  services  you  want 
need.  And  not  a  cent  for  those  you  don't. 

It's  this  kind  of  service  and  support  that 
has  made  Dell  the  winner  of  virtually  every 
major  customer  satisfaction  survey  in  the 
past  five  years.  It's  also  earned  us  a  place  in 
over  two-thirds  of  the  companies  in  the 
FORTUNE  500." 

And  having  picked  up  over  $2  billion  in 


With  t 
embed 
diagnostic 
don't  /ta  b 

worldwide  sales,  we  think  we'll  keep  it  up  for  ^"5..^l 

at  the  rotm 

problc  ; 


a  little  while  longer. 


*Quarantees  avuiluble  in  I  'SA  only  for  registered  owners  of  Dell  FVrfonrumce  Series  systems  pure hiLsed  after  7/1/92.  For  u  complete  copy,  pleu.se  call  our  TeehFo-v^'  (me  at  I  -800-950-1  129  or  wtV 

Some  products  and  promotions  not  available  in  Canada  or  Mexico  Business  leasing  arranged  by  Leasing  Group,  Inc  ^On-site  service  by  BancTec  Service  Corporation  On-site  service  may  not  be  available  in  >! 
measurement  by  NSTL  running  BAPCo  SYNmarlsy.?  on  comparable  ISA  systems  configured  substantially  identical  to  the  Dell  OptiPlex.  each  utlh  equivalent  or  inatimum  allowable  external  cache  NSTL  is  not  affil" 
accordance  with  Dell  parameters.  Results  /rum  other  tests  may  vary  MS-LK  )S  ami  Muroso/t  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation  The  Intel  Inside  logo  is  a  regislfiu 
Electronics  Standards  Association  FORTUNE  500  is  a  registered  trademark  of  The  Time  Inc  Magazine  Company  Dell  disclaims  proprietary  interest  in  the  marks  and  names  of  others  ©1993  Dell  Compuu* 


RKAHOLIC  PCs. 
,  TAKE  SHORTER 
LLY  PLAN  AHEAD. 


mt  them  to  work 
ier,  no  problem . 
s  are  upgradeable 
urn  Overdrive. 


READY  TO  GROW  AS  YOUR 
BUSINESS  GROWS. 

lere's  one  more  thing  we  built  into  these  PCs  that  is 
ipensable  to  any  successful  business.  Foresight. 

With  an  OptiPlex  L  system  you  can  easily 
upgrade  from  three  to  five  slots,  and 
==-    from  three  to  five  drive  bays.  The 
-       entire  chassis  upgrade  usually 
takes  but  a  few  painless  minutes. 
OptiPlex  systems  also  feature  an 
easy  BIOS  upgrade  -  by  way  of  flash 
RAM  so  there  are  no  chips  to  remove. 
With  the  systems  embedded 
diagnostics  located  in  the  BIOS  as 
well,  that  too  is  an  easy  upgrade. 
What's  more,  you  can  add  up  to 
CB  of  cache  for  memory-intensive  applications.  All 
ms  can  also  be  upgraded  to  Intel's  mighty  Pentium™ 
rdrive™ processor  for  faster  system  performance, 
e  suggest  that  you  call  us  soon.  With  hard-working 
less  machines  like  these  out  there,  you  might  want 
"ing  them  on  board  before  your  competitors  do. 

WAX. 

TO  ORDER,  CALL 

800-243-2692 

HOURS:  MON-FRI  7AM-9PM  CT  SAT  10AM-6PM  CT  SUN  12PM-5PM  CT 
IN  CANADA'  CALL  800-668-3021  IN  MEXICO  CITY*  228-7811  #11T26 


oretum  Blvd.,  Austin  TX  78759-7299.  Attention  guarantees.  *Prices  valid  in  U.S.  only. 
"imarlang  performed  by  National  Software  Testing  Labs  on  8/10/93.  Independent  performance 
commendation  or  endorsement  of  any  products  BAPCo-prepared  tests  executed  by  NSTL  in 
m  and  Overdrive  are  trademarks  of  Intel  Corporation.  VESA  ts  a  registered  trademark  of  Video 
i. 


DELL  OPTIPLEX.  PCs 
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CRITICAL  APPLICATIONS. 


WHAT  YOU'LL  FIND  IN  ALL  OF 
OUR  OPTIPLEX  SYSTEMS. 


•  i486"'  PROCESSOR  UPGRADEABLE 
TO  PENTIUM  OVERDRIVE 

■  UNIQUE  OPTIFRAME  CHASSIS  • 
DESIGNED  FOR  EASY  SERVICE 
AND  MAINTENANCE 

'  ACCELERATED  LOCAL  BUS 
VIDEO  WITH  DELL  OPTIMIZED 
WINDOWS  DRIVERS 

'512KB  VIDEO  RAM  EXPANDABLE 
TO  1MB 

■  OPTIONAL  VESA  LOCAL  BUS 
SLOT(S) 

■OPTIONAL  128KB  CACHE 


•  4MB  RAM  EXPANDABLE  TO 
64MB 

•  EMBEDDED  DIAGNOSTICS 

•  ONE  DISKETTE  DRIVE 
(3.5"  OR  5.25") 

•  QUIETKEY~101  KEYBOARD 

•  MS-DOS*  6 . 0/MICROSOFT* 
WINDOWS  3.1 /MOUSE 

•  GUARANTEED'  NEXT  BUSINESS 
DAY  ON-SITE  SERVICE1 

•  GUARANTEED*  5  MIN.  RESPONSE 
TIME  SUPPORT— 24  HOURS/DAY 


FEATURED  BELOW  IS  JUST  A  SMALL  SAMPLE  OF  THE  THOUSANDS  OF 
CUSTOM  CONFIGURED  SYSTEMS  THAT  WE  OFFER  CALL  AND  TELL  US 
WHAT  YOUR  NEEDS  ARE  AND  WE'LL  BUILD  A  SYSTEM  TO  FIT  THEM 


DELL  OPTIPLEX  433/L 

£l    AAA    BUSINESS  LEASE' 

51,999 !  $74/mo. 

•  i486  DX  33MHz 

•  OPTIFRAME  L  CHASSIS 

•  170MB  IDE  HARD  DRIVE 

•  ULTRASCAN""  14C  MONITOR 
(14",  1024  x  768,  28mm,  Nl) 


UPGRADE  TO  THE  DELL  OPTIPLEX 
433/MX  FOR  ONLY  $  1 50  MORE 


DELL  OPTIPLEX  450/L 

£A    Jl  Jt  A  I  BUSINESS  IEASE  I 

52,449 i$9i/Mo.  I 

•  i486  DX2  50MHz 

•  OPTIFRAME  L  CHASSIS 

•  230MB  IDE  HARD  DRIVE 

•  1MB  VIDEO  RAM 

•  ULTRASCAN  15FS  MONITOR 
(151!  1024  x  768,  28mm,  Nl) 

UPGRADE  TO  THE  DELL  OPTIPLEX 
450/MX  FOR  JUST  $  1 50  MORE 


conomic  Trends 


BY  GENE  KORETZ 


SOME  TAXPAYERS 
MAY  BE  IN  FOR  A 
PLEASANT  SURPRISE 


The  widespread  anxiety  in  Middle 
America  regarding  tax  increases  is 
largely  misplaced,  says  Roger  E.  Brinner 
of  DRl/McGraw-Hill.  Although  upper-in- 
come groups  face  a  painful  rise  in  tax 
rates,  the  economist  argues  that  mid- 
dle-income taxpayers  will  emerge  almost 
unscathed.  More  important,  "the  new 
law  will  reward  lower-income  working 
families  with  hefty  wage  subsidies." 

To  be  sure,  the  4.30-per-gallon  in- 
crease in  the  federal  gasoline  tax  will  hit 
both  middle-income  and  lower-income 
Americans.  But  Brinner  points  out  that 
OPEC's  inability  to  curtail  rising  oil  pro- 
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THE  HEW  TAX  1AW  HELPS 
LOW  INCOME  FAMILIES 

EARNED-INCOME  TAX  CREDIT 
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1  □  8EF0RE 1993  BUDGET  ACT 
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FAMILY  INCOME  IN  THOUSANDS  OF  DOLLARS 

A  DOLLARS 

•PHASED  IN  FROM  1994  TO  1996  ESTIMATES  APPLY  TO  TWO-CHILD 
WORKING  FAMILIES,  IN  1994  DOLLARS 
DATA:  TREASURY  DEPT. 


duction  by  its  members  promises  to  off- 
set the  tax  hike.  And  households  that 
receive  inflation-indexed  payments  such 
as  Social  Security  are  automatically 
shielded  from  any  impact  the  gas  tax 
may  have  on  the  consumer  price  index. 

More  important  is  the  expansion  of 
the  earned-income  credit.  This  provides 
income  to  low-wage  families  with  chil- 
dren in  the  form  of  a  tax  credit  that  ei- 
ther offsets  tax  liabilities  or,  if  no  taxes 
are  owed,  is  paid  directly  to  the  families. 

Under  previous  law,  the  credit  next 
year  for  two-child  families  would  have 
been  25%  of  the  first  $7,990  of  earnings, 
with  a  maximum  credit  of  $1,998  that 
was  progressively  reduced  for  families 
with  incomes  ranging  from  $12,500  to 
$24,000.  Under  the  new  law,  which  will 
be  phased  in  from  1994  to  1996,  the 
credit  amounts  to  40%  of  the  first  $8,425 
of  earnings,  has  a  maximum  of  $3,370, 
and  isn't  eliminated  until  income  ap- 
proaches $27,000. 


The  upshot  is  that  by  1996,  working 
families  with  incomes  in  the  $12,000  to 
$16,000  range  will  wind  up  with  $1,000 
or  more  in  extra  income  than  they 
would  have  under  previous  law.  Even 
a  working  family  with  $25,000  in  yearly 
income  will  pick  up  an  extra  $400.  And 
for  the  first  time,  low-wage  single  people 
and  childless  couples  can  qualify  for  a 
small  credit  of  about  $300. 

What  are  the  implications  of  these 
tax-law  changes  for  consumer  spending? 
Much  of  the  $25  billion  increase  in 
upper-income  taxes  will  come  out  of  sav- 
ings, though  Brinner  does  think  outlays 
for  upscale  goods  will  be  crimped  a  bit. 
By  contrast,  virtually  all  of  the  addi- 
tional $5  billion  to  $6  billion  a  year  that 
will  eventually  be  tunneled  to  low-in- 
come taxpayers  via  the  increased  tax 
credit  will  fuel  consumption. 

Items  likely  to  be  affected  negatively, 
according  to  DRl/McGraw-Hill,  include 
luxury  automobiles,  fine  furniture,  so- 
phisticated electronics,  and  pricey  restau- 
rants. In  contrast,  sales  of  basic  items 
and  minor  luxuries,  such  as  children's 
clothing,  fast-food  restaurants,  premium 
beverages,  and  state  lottery  tickets,  will 
be  bolstered. 


EASTERN  EUROPEANS 
SUFFER  NOW,  BUT  SEE 
A  BRIGHTER  FUTURE 


Dismal  economic  conditions  are  buf- 
feting the  former  communist  nations 
of  Central  and  Eastern  Europe.  Yet  pub- 
lic opinion  polls  reveal  that  the  people 
not  only  are  finding  ways  to  survive 
but  also  are  sanguine  about  the  future. 

As  reported  in  the  current  issue  of 
The  American  Enterprise,  most  of  the 
people  surveyed  last  winter  in  10  former 
Soviet  satellites  and  republics  said  that 
current  conditions  are  worse  than  they 
were  under  communism,  and  only  a 
third  said  they  earned  enough  from  their 
regular  jobs  to  survive.  But  with  the 
help  of  other  legal  or  illegal  activities, 
60%  indicated  that  they  are  able  to  get 
by  without  borrowing  or  spending  their 
savings.  Indeed,  an  average  of  just  7% 
said  they  were  currently  unemployed. 

Looking  ahead,  although  only  15%  of 
those  surveyed  expect  to  be  satisfied 
with  their  own  economic  situations  by 
1997,  most  anticipate  improvement.  In 
fact,  two-thirds  expect  their  economic 
systems  to  be  working  satisfactorily, 
compared  with  less  than  30%  today. 
What's  more,  whereas  just  52%  of  East 
and  Central  Europeans  approve  of  their 
governments'  performance  today,  some 
71%  expect  to  approve  of  their  new  po- 
litical regimes  five  years  from  now. 


CAPITAL  INFLOWS  TO 
LATIN  AMERICA  COULI 
TURN  SLUGGISH 


The  conventional  explanation  I 
recent  huge  surge  of  capital  il 
to  Latin  America— from  an  averagJ 
billion  a  year  in  the  late  1980s  to  « 
lion  in  1990,  $40  billion  in  1991,  aJ 
billion  last  year— is  that  they  m 
vastly  improved  investment  prosl 
thanks  to  local  economic  and  pJ 
reforms.  A  recent  International  I 
tary  Fund  staff  paper,  however! 
that  renewed  investment  opportJ 
are  only  part  of  the  story.  AlsJ 
tributing  to  the  capital  surge  havJ 
the  recession  in  the  U.S.  and  the  I 
decline  in  interest  rates,  which  e| 
aged  investors  to  seek  higher  rJ 
south  of  the  border. 

Such  findings  suggest  that  pi 
capital  flows  to  Latin  American! 
tries  could  wane  significantly  il 
years  ahead  as  economic  growth  m 
terest  rates  in  the  U.  S.  and  its  I 
trading  partners  turn  higher.  OnctI 
it  opportunities  in  the  U.  S.  and  otra 
dustrial  nations  rise  again,  Latin  n| 
with  weak  or  wavering  commitmet 
economic  stabilization  and  reforn!] 
find  that  inflows  of  funds  can  ql 
become  outflows. 


U.S.  EXPORTERS  STAY 
BULLISH— AND  LOOK 
SOUTH  FOR  GROWTH 


With  June's  3.3%  drop,  mei 
dise  exports  are  now  up 
3.5%  over  last  year  and  could  be  h 
for  negative  growth.  But  U.  S.  exp 
still  aren't  trimming  their  sails. 

In  a  new  Coopers  &  Lybrand  s 
of  132  fast-growing  manufacturers 
sales  of  up  to  $50  million,  some  74' 
they  were  more  optimistic  about  e 
prospects  over  the  next  12  month^Ii 
they  were  three  months  ago.  OnljS 
said  they  were  less  optimistic. 

A  recent,  more  comprehensive  s| 
of  5,000  companies  by  Dun  &  Bradk 
Corp.  is  similarly  upbeat.  Nearly  61 
exporting  companies  (and  68%  of  il 
facturers  that  export)  expect  higheij* 
in  coming  months,  while  only  5%  fee 
a  decline.  Significantly,  exporter! 
particularly  bullish  about  prosper 
Mexico  and  the  rest  of  Latin  Ami 
"Even  with  ongoing  weakness  in  Ei 
and  Japan,"  says  D&B  economist  jl 
W.  Duncan,  "our  survey  results  poM 
slow,  steady  export  expansion." 
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High  Current  Income,  High  Credit  Safety, 
High  Time  You  Looked  Into  Government  Securities. 


Today,  the  Franklin  U.S.  Government  Securities 
Fund  stands  out  as  a  quality  investment  if  you 
seek  high  current  income  and  high  credit  safety. 
This  professionally  managed  fund  of  predomi- 
nantly Ginnie  Mae  securities  offers  you: 

♦  Monthly  dividends. 

♦  U.S.  government  securities  that  are  among  the 
highest  yielding  on  the  market. 

♦  Securities  that  carry  the  full  faith  and  credit  of 
the  U.S.  government  as  to  the  payment  of  prin- 
cipal and  interest.' 

t  Individual  securities  owned  by  the  fund,  but  not  shares  of  the  fund,  are  guaranteed  by  the  U.S.  government.  Yield  and  share  price  will 
vary  with  market  conditions. 


When  you  invest  in  the  Franklin  U.S.  Government 
Securities  Fund,  you  are  buying  shares  in  one  of  the 
nation's  oldest  and  largest  funds  of  this  kind.  With 
Franklin,  you  can  count  on  professional  portfolio 
management. 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  1337 
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 I  am  currently  a  Franklin  shareholder. 
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This  is  Priceless; 

Advertise  your  company  on  the 
Export  Hotline's  Electronic  Directory 

for  only  $35  a  year. 
Whether  you're  looking  for  business  around 
the  world  or  right  here  at  home, 
your  Company  can  be  found  by  more  than 
1,000  business  callers  who 
use  the  Export  Hotline  everyday. 
Call  our  800  number  for  BusinessWeek  readers 
and  we'll  fax  you  everything  you  need, 
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lmost  everyone  has  wished  to  rewrite  some  part 
of  the  past:  erase  a  social  indiscretion  or  pick 
the  winning  numbers  in  last  week's  lottery.  But 
tory  doesn't  bend  easily  to  rewrites.  Unless,  of  course, 
i  work  for  the  Commerce  Dept. 

^bout  this  time  every  year,  Commerce  makes  a  sweep- 
f  revision  to  the  U.  S.  gross  domestic  product.  This 
ar's  update— which  covers  data  going  back  to  1990— 
,s  somewhat  surprising.  As  it  turns  out,  the  recovery, 
lile  still  slow  by  historical  standards,  shows  a  good 
al  more  spunk  than  was  first  thought— especially  over 
?  past  year  and  a  half. 

During  the  past  six  quarters, 
the  economy  is  now  reported  to 
have  grown  at  an  annual  rate  of 
3%,  up  from  the  2.5%  pace  given 
by  the  old  data  (chart).  Growth 
during  1992  was  a  sturdy  3.9%, 
instead  of  3.1%.  And  in  the 
fourth  quarter  of  last  year,  real 
GDP  surged  at  an  annual  rate  of 
5.7%— the  economy's  strongest 
quarter  in  five  years. 

In  that  context,  the  slowdown 
the  first  half  of  1993  becomes  a  lot  less  worrisome  for 
e  second-half  outlook.  The  annual  pace  of  real  GDP  fell 
I  to  0.8%  in  the  first  quarter  and  rebounded  to  only  1.8% 
the  second  quarter.  But  during  that  slowdown,  job 
owth  actually  accelerated  and  domestic  demand  re- 
amed solid.  That  combination  is  a  good  sign  that  the 
onomy  still  has  enough  underlying  momentum  to  sup- 
>rt  growth  of  3%  to  3.5%  in  the  second  half. 

AUTO  CUTS  Clearly,  the  economy  is  not  withering  for 
COULD  lack  of  demand.  Overall  final  sales— which 

HOLD  BACK  include  exports  but  not  imports— grew  at 
OUTPUT  an  annuai  rate  of  only  1.1%  during  the 
rst  half.  However,  sales  to  domestic  purchasers— which 
elude  purchases  of  imports  while  excluding  exports— rose 
4%,  more  than  twice  as  fast. 

The  difference  is  a  surge  of  imports  that  caused  a  dra- 
latic  widening  in  the  trade  deficit  in  the  first  half.  Al- 
lough  exports  managed  to  keep  growing,  the  deficit 
awned  to  $73.1  billion  in  the  second  quarter,  from  $59.9 
illion  in  the  first  quarter  and  $38.8  billion  in  the  fourth 
uarter  of  1992.  Without  that  subtraction  from  real  GDP, 
ie  economy  would  have  grown  2.5%  in  the  first  quarter 
nd  2.8%  in  the  second. 

One  potential  trouble  spot  for  manufacturing  in  the 


MANUFACTURING 
IS  STUCK  IN  A  RUT 


third  quarter  could  be  the  upward  revision  to  second- 
quarter  inventory  growth.  After  soaring  by  $29.3  billion  in 
the  first  quarter,  nonfarm  inventories  were  first  estimat- 
ed to  have  grown  only  by  $9  billion  last  quarter.  The  lat- 
est data  now  show  that  stock  levels  grew  twice  as  much, 
by  $17.5  billion.  That  faster  accumulation,  in  addition  to 
Detroit's  recent  cutbacks  in  planned  auto  output  for  the 
third  quarter,  could  limit  or  even  preclude  a  rebound  in 
manufacturing  output  anytime  soon. 

Indeed,  the  factory  sector  continued  to  languish  in  Au- 
gust, according  to  the  National  Association  of  Purchasing 
Management.  The  NAPM's  index  of  industrial  activity  edged 
lower  in  August  to  49.3%,  from  49.5%  in  July,  pulled 
down  by  payroll  losses.  For  three  months  now,  the  index 
has  been  below  50%,  which  is  the  dividing  line  between  ex- 
pansion and  contraction  in  manufacturing  (chart). 

The  purchasing  managers  did 
have  some  mildly  encouraging 
news  on  orders  and  production: 
They  both  rose  slightly  in  Au- 
gust for  the  second  consecutive 
month.  Also,  the  NAPM  says  that 
inventories  continued  to  shrink, 
suggesting  that  factories  are  now 
getting  their  stock  levels  under 
control. 

However,  given  the  recent 
surge  in  imports,  last  quarter's 
inventory  bulge  may  well  have  consisted  heavily  of  for- 
eign-made goods.  To  the  extent  that's  true,  cutbacks  in  or- 
dering would  hit  overseas  producers,  not  U.  S.  manufac- 
turers. In  addition,  less  demand  for  foreign-made  goods 
would  reduce  the  import  drag  on  third-quarter  GDP 
growth. 

CAPITAL  The  new  Commerce  numbers  did  nothing 
SPENDIHG  to  alter  the  boom  in  business  investment 
REMAINS  in  equipment,  mostly  computers  and  oth- 
A  BIG  PLUS  er  high-tech  goods.  Equipment  purchases 
rose  at  an  annual  rate  of  17.4%  in  the  second  quarter,  af- 
ter a  19.9%  gain  in  the  first  quarter.  During  the  past 
year  and  a  half,  growth  in  equipment  spending  alone  has 
accounted  for  nearly  one  percentage  point  of  the  econo- 
my's 3%  growth  rate.  That  contribution  is  likely  to  con- 
tinue in  the  second  half. 

One  reason:  Corporate  profits  continue  to  grow  at  a 
healthy  clip.  Operating  earnings,  which  adjust  for  inven- 
tory profits  and  depreciation  allowances,  rose  by  $11.2  bil- 
lion in  the  second  quarter,  to  an  annual  rate  of  $443.3  bil- 
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lion.  That  total  was  up  7.7%  from  a  year  ago.  It  would 
have  been  higher,  except  for  IBM's  huge  $8  billion  loss. 

One  important  implication  of  the  upgrade  in  the  re- 
covery's pace  is  that  productivity  growth  during  the  up- 
turn has  been  even  greater  than  the  solid  pace  already  re- 
ported. That  means  American  companies  are  holding 
down  unit  labor  costs,  making  them  more  competitive 
and  more  profitable,  even  in  a  low-inflation  environment. 

|  CONSUMER  Consumers  also  seem  to  be  on  firm  foot- 
I  OUTLAYS  ing  heading  into  the  second  half.  While 
WILL  STAY  Commerce  was  rewriting  history,  it  dis- 
I  STRONG  covered  a  lot  more  money  in  consumers' 
pockets  in  the  second  quarter. 

Real  aftertax  income,  originally  reported  to  have  risen 
at  an  annual  rate  of  only  1.3%  last  quarter,  is  now  said  to 
have  grown  more  than  four  times  faster,  at  a  5.9%  pace. 
That  was  far  above  the  sturdy  3.2%  gain  in  real  con- 
sumer spending,  suggesting  that  households  generally 
are  benefiting  from  the  pickup  in  job  growth. 

And  starting  off  the  third 
quarter,  inflation-adjusted  con- 
sumer spending  rose  0.4%  in 
July.  That  means  outlays  in  the 
third  quarter  are  already  grow- 
ing at  an  annual  rate  of  3.7% 
above  the  second-quarter  level. 
Personal  income  fell  0.2%  in  July, 
but  that  reflected  a  $28.3  billion 
drop  in  farm  income— mostly  due 
to  crop  damage  caused  by  the 
Midwest  floods  and  the  South- 
east drought.  Nonfarm  income  rose  by  0.3%  in  July. 

But  despite  the  solid  spending  numbers,  consumers 
still  say  they're  edgy  about  the  future.  The  Conference 
Board's  index  of  consumer  confidence  stood  at  59  last 
month,  little  changed  from  the  low  readings  of  June  and 
July  (chart).  Households'  assessment  of  the  current  state 
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of  the  economy  is  improving,  but  worries  about  the  futn 
have  consumers  furrowing  their  brows. 

The  major  forehead-wrinkler  is  still  jobs,  reports 
Board.  But  employment  prospects  seem  to  be  impr 
ing.  The  Conference  Board's  index  of  help-wanted  ad\ 
tising  has  been  slowly  increasing  since  early  1992. 
July,  it  rose  3.1%.  And  the  employment  survey  done 
Manpower  Inc.  shows  that  companies  will  continue 
add  modestly  to  payrolls. 

Many  consumers  clearly  feel  confident  enough  td  si 
out  for  big-ticket  items,  including  the  biggest  one:  housi 
That  didn't  seem  to  be  the  case  in  July,  as  sales  of  n 
single-family  homes  fell  5%,  to  an  annual  rate  of  629,0 
even  as  mortgage  rates  were  nearing  7%. 

New  homes,  however,  must 
compete  with  cheaper,  older 
houses.  And  resales— which  ac- 
count for  85%  of  all  homes  sold— 
are  strong  (chart).  Sales  of  ex- 
isting homes  have  risen  for  four 
consecutive  months,  including  a 
5.4%  gain  in  July,  to  a  3.88  mil- 
lion pace. 

Resales  don't  carry  the  same 
GDP  bang  that  sales  of  new 
homes  do,  because  the  house  is 
already  built.  Still,  the  demand  for  home-related  items  w 
grow  as  home  buying  increases.  Moreover,  the  supply 
unsold  new  homes  remains  skimpy  by  historical  sta 
dards,  and  fixed  mortgage  rates  are  at  a  25-year  low, 
Homebuilding  may  yet  be  a  big  contributor  to  growth 
the  second  half. 

Add  it  all  up,  and  the  second  half  appears  to  be  in  pr< 
ty  good  shape.  Indeed,  because  of  the  Commerce  revisior 
the  argument  over  whether  the  economy  is  half-full 
half-empty  has  become  moot.  The  new  numbers  say  th 
the  economy  is  more  like  two-thirds  full— and  the  level 
rising. 
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THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Wednesday,  Sept.  8 

Consumers  continue  to  borrow.  The  me- 
dian forecast  of  economists  surveyed  by 
MMS  International,  a  unit  of  McGraw- 
Hill  Inc.,  projects  that  installment  cred- 
it increased  by  $2.5  billion  in  July.  That's 
suggested  by  a  rise  in  personal  loans 
and  some  strength  in  nonauto  retail 
sales.  The  expected  July  increase  would 
be  on  a  par  with  advances  earlier  in  the 
year,  but  it  would  be  far  below  the  $77 
billion  surge  in  credit  in  June— the 
largest  gain  in  six  years.  Households 
may  be  borrowing  at  a  faster  clip  be- 
cause job  prospects  are  looking  better. 
Or  the  wave  of  mortgage  refinancings  in 
1992  and  1993  may  have  loosened  up 


household  budgets  so  consumers  can  use 
their  credit  cards  once  again. 

CAPITAL  SPENDING  

Thursday,  Sept.  9,  8:30  cum. 
The  Commerce  Dept.'s  spring  survey  of 
spending  plans  will  probably  show  that 
businesses  are  still  planning  to  increase 
their  outlays  for  new  plant  and  equip- 
ment by  about  6%  for  1993.  Capital 
spending  in  the  first  half  was  strong, 
but  outlay  gains  are  expected  to  taper 
off  for  the  rest  of  the  year. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Sept.  9,  8:30  cum. 
New  filings  for  state  unemployment  ben- 
efits probably  stood  at  a  330,000  pace  for 
the  week  ended  Sept.  4.  That  pace 


would  be  little  different  from  the  fou 
week  moving  average  of  331,500  for  tl 
week  of  Aug.  21.  Auto  plant  closing 
had  pushed  up  claims  in  July,  but  a  be 
ter  tone  in  the  labor  markets  toda 
means  fewer  workers  are  being  laid  ol 

PRODUCER  PRICE  INDEX 


Friday,  Sept.  10,  8:30  a.m. 
The  MMS  economists  forecast  that  pr< 
ducer  prices  for  finished  goods  in  Augu; 
rose  by  0.2%  for  all  goods  as  well  a 
for  items  excluding  food  and  energy 
The  total  producer  price  index  fell  0.3C 
in  June  and  0.2%  in  July.  Excluding  foo 
and  energy,  the  core  rate  rose  just  0.1 
in  July.  Fierce  competition  and  fallin; 
unit  labor  costs  in  manufacturing  hav 
reduced  goods  inflation  sharply. 
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How  do  you  say 
"Thank  You" 

1 5  million 

customers? 


When  you're  one  of  the  world's  largest 
software  companies,  with  leading  brands 
like  Paradox",  InterBase",  Quattro"  Pro, 
dBASE",  Turbo  Pascal"  and  Borland"  C++, 
you  have  a  lot  of  customers  depending  on 
you.  And  a  lot  of  customers  to  thank  for 
the  confidence  they  are  investing  in  you. 
That's  why  at  Borland  we  say  "thank  you" 
to  our  customers  every  minute  of  every 
business  day.  In  every  action  that  we  take. 

Uncompromising  products 

Borland  has  earned  more  awards  for  its 
language  tools,  databases  and  spreadsheets 
than  any  other  software  company.  What's 
more,  readers  of  PC  Magazine  ranked 


Borland's  technical  support  services  best 
in  overall  satisfaction  for  databases  and 
spreadsheets.  It  was  particularly  gratify- 
ing proof  of  the  success  of  Borland's  total 
dedication  to  our  customers. 

Technology  innovation 

Underlying  our  success  is  a  commitment 
to  technology  leadership  that  recently 
led  industry  leaders  to  call  Borland  "#l 
in  technology  and  products."*  That's 
because  we  work  closely  with  our  cus- 
tomers to  understand  the  demands  of  their 
business.  Then  we  focus  the  full  force 
of  our  technology  prowess  on  creating 
solutions  that  work  the  first  time. 


Trust  your  future  to  Borland 

Today,  the  majority  of  PC  data  is  stored 
in  a  Borland  database.  And  more  PC 
applications  arc  developed  using  Borland 
languages  than  any  others.  Add  to  this 
the  strength  of  our  technology  and  diverse 
product  offering,  and  you  have  a  strong 
strategic  partner  for  years  to  come. 

With  over  four  million  new  customers 
every  year,  you  can  bet  that  we're  hard  at 
work  developing  new  ways  for  you  to 
manage  and  use  your  information.  In  fact, 
watch  for  our  major  technology  announce- 
ment this  September  14.  1993. 

Thanks  again  for  choosing  Borland. 


Call  1-800-321-3217,  ext.  7202,  today! 


Borland 

Turbo 
Pascal 


Borland 

Power  made  easy 


*  Soft  Letter.  IW.  Copyright  «:>  1 993  Borland  international.  Inc.  All  rights  reserved  All  Borl.md  product  names  are  trademarks  ol  Borland  International,  Int.  Bl  6IXX 
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PRO:  A  TRADE 
BONANZA 


This  summer  has  been  a  tough  time  for 
business  backers  of  the  North  American 
Free  Trade  Agreement.  Corporate  Ameri- 
ca is  united,  and  its  war  chest  is  filled.  It's 
armed  with  convincing  statistics  showing 
that  the  trade  deal  with  Canada  and  Mexi- 
co will  be  a  boon  for  U.  S.  exports  and  high-paying  Ameri- 
can jobs.  Yet  the  campaign  has  made  little  headway 
against  the  lurid  warnings  of  opponents — from  Ross 
Perot  to  Jesse  Jackson — that  NAFTA  will  cause  a  massive 
flight  of  U.  S.  jobs  to  a  land  of  cheap  labor  and  lax 
pollution  controls. 

Virtually  every  study  supports  the  pro-NAFTA  claims 
that  the  accord  will  be  a  net  economic  plus  for  the  U.  S. 
But  business  has  a  credibility  problem.  "Too  many  Ameri- 
cans see  us  as  greedy  'suits,'  and  if  we're  selling  some- 
thing, it  must  be  bad  for  the  average  guy,"  complains  one 
top  business  lobbyist.  "We  can't  win  this  by  ourselves." 

Help  is  on  the  way.  President  Clinton  expects  to  enter 
the  fray  this  month  with  a  full-bore  effort  to  win  approval 
of  napta.  Tentative  plans  call  for  the  President  to  give  a 
major  speech  on  Sept.  14  and  for  Cabinet  members  to 


CON:  A  JOBS 
NIGHTMARE 


In  the  annals  of  strange  political  bedfel- 
lows, the  North  American  Free  Trade 
Agreement  is  one  for  the  record  books. 
It's  weird  enough  that  Bill  Clinton  is  join- 
ing forces  with  his  erstwhile  enemies,  Sen- 
ate Minority  Leader  Bob  Dole  (R-Kans.) 
and  conservative  firebrand  Newt  Gingrich  (R-Ga.),  the 
House  Minority  Whip,  to  push  nafta  through  Congress. 
But  take  a  gander  at  the  opposition:  Iconoclastic  Ross 
Perot  and  right-wing  hard-liner  Patrick  J.  Buchanan  are 
walking  arm-in-arm  with  free  spirit  Jerry  Brown,  the 
centrist  House  Majority  Leader  Richard  A.  Gephardt  (D- 
Mo.),  liberal  activist  Jesse  Jackson,  and  consumer  crusad- 
er Ralph  Nader. 

Welcome  to  the  bizarre  politics  of  nafta,  where  tradi- 
tional party  loyalties  and  ideological  fissures  have  been 
swept  away  as  American  voters  start  to  focus  on  some- 
thing far  more  primal:  America's  future  in  the  new  global 
economy.  For  skilled  and  well-educated  workers,  NAFTA 
holds  the  promise  of  better  access  to  a  booming  export 
market  south  of  the  border.  But  for  millions  of  other  U.  S. 
wage  earners,  nafta  is  a  Pandora's  box,  igniting  smolder- 


follow  up  with  high-profile  events.  <fin- 
ton  has  asked  all  five  former  Presidits 
to  join  him  at  the  White  House  forht- 
kickoff,  though  aides  doubt  they  canfet 
all  the  chief  executives  together. 
ross  vs.  lee?  nafta,  which  was  nejiti- 
ated  by  the  Bush  Administration,  wiiki 
create  a  free-trade  zone  stretching  f»rn 
the  Yukon  to  the  Yucatan  by  eliminan.Lr 
a  broad  array  of  tariffs  and  other  tjjie 
barriers  in  Canada,  the  U.  S.,  and 
co.  The  pact  will  expire  if  it's  notm 
proved  by  Jan.  1,  1994.  But  even 
ton's  energetic  support  won't  guara^ 
passage  in  a  Congress  where  most 
ocrats  oppose  the  bill.  So  the  pro-N^ 
forces  are  planning  to  add  some  gli- 


T%ir  Trade! 


ing  fears  of  job  losses,  lower  wages,  lei 
a  sense  of  America  losing  control  oei 
its  economic  destiny,  "nafta  is  the  li-- 
schach  test  of  the  new  economy,  the  * 
feet  projection  test  of  people's  feelif; 
about  their  economic  future,"  says  (ir- 
nell  University  political  scientist  Tl« 
dore  J.  Lowi,  an  expert  on  third-pfty 
politics. 

opportunism.  The  opposition  is  hll 
bent  on  exploiting  these  fears.  From  j  e 
left,  Nader  lashes  out  at  Clinton  for  • 
ing  to  implement  a  "Reagan  Wall  Stre' 
agreement"  that  preserves  a  "one-pa  y 
dictatorship"  in  Mexico.  The  Mexi  n 
government,  he  tells  BUSINESS  weekji- 
tends  to  crush  social  and  economic  e 
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id  some  of  the  other  side's  gut  ap- 
>al— to  their  so-far-lackluster  lobbying 
'forts. 

As  the  vote  draws  closer,  supporters 
ill  air  television  and  radio  commercials, 
ye-glazing  statistics  will  give  way  to 
ore  emotional  arguments  a  mass  audi- 
ice  can  grasp.  "The  opposition  has  he- 
me so  public  that  we  feel  a  need  to  do 
ore  publicly,  too,"  says  Kay  R.  Whit- 
ore,  the  outgoing  CEO  of  Eastman  Ko- 
ik  Co.  who  heads  a  business  coalition 
llled  USA-NAFTA. 

One  idea  being  mulled,  business 
T5EK  has  learned,  is  enlisting  retired 
hrysler  Corp.  Chairman  Lee  A.  Iacocca 
)  counter  Perot  on  the  talk-show  circuit, 


in  television  commercials,  and  in  op-ed 
newspaper  columns.  Iacocca,  a  certified 
trade  hawk,  may  be  the  only  business 
leader  with  the  public  standing — and  the 
media  skills — to  go  mano  a  mano  with 
the  feisty  Texan. 

"YESTERDAY'S  IMAGE."    Don't   look  for 

Chrysler  director  Iacocca — or  anyone 
else  with  ties  to  the  auto  makers — to 
play  a  visible  role  in  the  campaign  right 
away.  Although  the  Big  Three  auto 
makers  would  be  major  beneficiaries  of 
the  trade  accord,  they're  embroiled  in 
contract  talks  with  the  United  Auto 
Workers  and  don't  want  to  antagonize 
the  fiercely  anti-NAFTA  union  (page  42). 
But  ultimately,  pro-NAFTA  organizers 


regard  neutralizing  Perot  as  critically 
important.  He  has  a  mass  following  and 
influence  on  Capitol  Hill,  especially 
among  the  48  freshmen  House  Republi- 
cans, many  of  whom  support  NAFTA  in 
principle  but  were  elected  with  Perot- 
nista  backing.  "Most  NAFTA  opponents, 
including  Mr.  Perot,  are  selling  misinfor- 
mation, hate,  and  an  image  of  Mexico 
that's  yesterday's  image,"  complains 
James  D.  Robinson  III,  ex-CEO  of  Ameri- 
can Express  Co.  and  former  co-head  of 
USA-NAFTA. 

On  paper,  the  pro-NAFTA  campaign 
wouldn't  appear  to  need  Iacocca's  help. 
USA-NAFTA,  a  coalition  formed  by  the 
Business  Roundtable  that  includes  the 


AN  ANTI-NAFTA 
RALLY  IN  SEATTLE: 
MANY  FEAR  A  LOSS  OF 
ECONOMIC  CONTROL 


THE  CASE  FOR  NAFTA... 


Big  Business  and  government  are  NAFTA 's  big  backers.  Here 's  why. 


JOBS  A  free-trade  pact  will  further  open  Mexico's  economy  to  the 
U.S.  The  export  surge  will  create  more  than  enough  higher-wage 
jobs  to  offset  displaced  workers. 


IMMIGRATION  NAFTA  will  reduce  illegal  immigration  to  the  U.S. 
by  raising  the  standard  of  living  for  Mexican  workers. 


COMPETITIVENESS  With  regional  trading  blocs  emerging  in  Eu- 
rope and  Asia,  North  America  must  compete  as  one.  An  old-fash- 
ioned "Fortress  America"  mentality  won't  cut  it  anymore. 


FOREIGN  POLICY  Rejection  of  NAFTA  would  undercut  the  Presi- 
dent's credibility  negotiating  deals  with  other  countries. 


...AND  THE  COALITION  FIGHTING  THE  PACT 


The  anti-NAFTA  crowd  packs  a  potent  message: 


ROSS  PEROT  It's  simple,  see.  NAFTA  will  accelerate  the  migration 
of  greedy  U.S.  corporations  to  Mexico. 


PAT  BUCHANAN  The  spearhead  of  conservative  opposition  argues 
that  NAFTA  surrenders  U.S.  sovereignty. 


RALPH  NADER  The  veteran  activist  portrays  the  pact  as  a  prop  for 

a  corrupt  Mexican  oligarchy. 


JESSE  JACKSON  Low-wage  workers  who  lose  jobs  because  of  im- 
ports will  fall  back  to  lower  wages  or  into  unemployment. 


LANE  KIRKLAND  The  AFL-CIO  president  fears  the  pact  will  hasten 
union  membership  declines. 


form  and  dilute  U.  S.  safeguards  against 
border  pollution,  unsafe  Mexican  trucks, 
and  inadequately  inspected  food. 

From  the  right,  Buchanan  is  trying  to 
appeal  to  Main  Street  Republicans  with 
charges  that  NAFTA  is  "2,000  pages  of 
more  rules  and  regulations"  that  will 
cede  U.  S.  sovereignty  to  trinational  bu- 
reaucracies and  require  a  massive  for- 
eign aid  package  to  bail  out  Mexico.  And 
from  the  "radical  middle,"  Perot  has 
been  attacking  a  secret  pact  sealed 
"with  a  great  deal  of  help  from  former 
U.S.  officials  who  are  now  working  as 
foreign  lobbyists."  He  adds  that  NAFTA 
will  drag  the  American  worker  down  to 
the  level  of  the  Mexican  worker,  "who 


lives  in  a  one-room  shack  with  no  plumb- 
ing or  electricity." 

Although  they're  a  disparate  group  on 
the  surface,  a  potent  theme  binds  the 
opposition.  "The  thread  is  simple,"  says 
political  analyst  Kevin  P.  Phillips.  "This 
is  the  populists  taking  on  the  elitists. 
NAFTA  unnerves  the  ordinary  person, 
who  sees  it  as  giving  away  American 
jobs  and  sovereignty  because  the  banks 
and  Business  Roundtable  want  it." 

There's  more  than  a  little  opportunism 
in  all  this  populist  fervor.  As  Presiden- 
tial candidates  in  past  campaigns,  Perot, 
Buchanan,  Gephardt,  Brown,  and  Jack- 
son all  flared  brightly  but  briefly  with 
similar  "Take  it  back,  America"  themes. 


Buchanan,  who  still  harbors  ambitions 
for  the  GOP  nomination  in  1996,  makes 
no  bones  about  the  political  gamesman- 
ship involved.  "Perot  isn't  just  taking 
away  our  Republican  constituency,  he's 
taking  away  our  issues  now,"  he  tells 
BUSINESS  WEEK.  "As  Republicans,  we 
have  to  reclaim  the  issue  of  putting 
America  first." 

fast  and  loose.  Whatever  their  mo- 
tives, NAFTA's  opponents  clearly  are  tap- 
ping a  vein  of  fear  about  the  future  that 
seems  to  be  running  deeply  through 
Congress  and  the  electorate.  Optimism 
about  the  fate  of  the  economy  has  sunk 
to  the  levels  of  the  late  Bush  years. 
"Unfortunately,  this  is  the  sort  of  envi- 
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National  Association  of  Manufacturers 
and  the  U.  S.  Chamber  of  Commerce, 
has  signed  2,300  members,  ranging  from 
giant  multinationals  to  trade  associa- 
tions to  small  family  businesses.  So  far, 
it  has  raised  $2  million  for  a  lobbying 
campaign  that  was  supposed  to  mobilize 
business  support  and  dazzle  Congress 
with  impressive  numbers:  Mexico  is  the 
second-largest  market  for  U.  S.  goods 
($40.6  billion  in  1992),  and  each  Mexican 
on  average  bought  more  U.  S.  goods  last 
year  than  each  Japanese  ($450  vs.  $385). 
The  group  also  argues  that  by  eliminat- 
ing Mexican  tariffs  on  U.  S.  goods, 
NAFTA  will  mean  a  net  gain  of  200,000 
U.  S.  export-related  jobs 
by  1995. 

But  the  flood  of  statis- 
tics had  little  punch.  And 
USA-NAFTA's  credibility 
wasn't  helped  when  both 
Robinson  and  Whitmore 
were  deposed  by  their 
boards  for  poor  perfor- 
mance. "Business 
thought  it  could  make  an 
intellectual  case  and  win 
on  the  merits,  but  they 
were  wrong,"  says  an 
aide  to  Representative 
Robert  T.  Matsui  (D- 
Calif.),  a  pro-NAFTA  lead- 


er in  the  House.  "The  emotional  argu- 
ment is  more  compelling." 

That  fact  has  prompted  business  to 
rethink  its  strategy.  The  lobbying  coali- 
tion is  raising  more  money  to  refocus  its 
campaign  on  the  general  public  through 
television  and  radio  commercials,  with 
heavy  targeting  on  the  districts  of 
House  members  wavering  on  the  issue. 
In  addition  to  praising  the  pact,  the  pro- 
NAFTA  forces  will  take  a  page  from  their 
opponents  and  raise  the  specter  of  horri- 
ble things  to  come  if  the  deal  is  defeat- 
ed. One  possible  theme:  Mexico  will  fall 
into  political  instability  and  suffer  a  ma- 


COMBAT  READY?  KODAK'S  WHITMORE  HEADS  UP  USA-NAFTA  BUT 
HEEDS  HELP  PROM  PRESIDENT  CLINTON  AHD  AH  I ACOCCA 


jor  economic  slump  that  will  send  a  ne 
wave  of  illegal  immigrants  into  the  U. 
"People  respond  to  fear  a  lot  more  th; 
they  do  to  economic  opportunity,"  o 
serves  John  H.  Bryan,  CEO  of  Sara 
Corp.  and  an  active  NAFTA  supporter 
President  Clinton,  too,  will  resort 
emotion.  Aides  say  he  will  stress  th 
the  credibility  of  the  Presidency  and  I 
ability  to  craft  foreign  agreements  a 
at  stake  and  that  a  defeat  by  Congrel11" 
would  amount  to  a  humiliating  setbacl 
In  a  better  world,  the  fate  of  nafI  - 
would  be  decided  by  reasoned  argumel 
over  the  treaty's  costs  and  benefits  w& 
the  U.  S.  economy.  But  victory  here  mi'* 
belong  to  the  side  th 
succeeds  in  scaring  Co 
gress  the  most.  Opp 
nents  have  taken  charj 
of  an  increasingly  em 
tional  debate.  With  tl 
campaign  starting 
heat  up,  supporters  a 
belatedly  learning  th  jn 
taking  the  high  ro£ 
may  be  more  comfoi 
able,  but  victory  will 
quire  getting  down  ai 
dirty. 

By  Owen  Ullmann 
Washington  and  Judith 
Dobrzynski  in  New  York 


et 


ronment  in  which  protec- 
tionism and  sloganeering 
about  'the  great  sucking 
sound'  replace  the  initia- 
tives we  need  to  restore 
economic  growth,"  wor- 
ries John  Endean  of  the 
American  Business  Con- 
ference. Adds  Wisconsin 
Governor  Tommy  G. 
Thompson,  a  GOP  backer 
of  the  agreement:  "We 
are  letting  the  opponents 
have  a  field  day." 

With  the  vote  over 
NAFTA  looming,  polls 
show  as  many  Ameri- 
cans oppose  NAFTA  as  support  it,  with 
almost  half  undecided  or  uninformed. 
But  in  Congress,  a  well-organized  cam- 
paign to  kill  the  pact  is  gaining  strength. 
"It's  a  matter  of  holding  what  we  have. 
We've  got  the  votes,"  declares  Repre- 
sentative Colin  C.  Peterson  (D-Minn.), 
head  of  the  House  anti-NAFTA  caucus. 
"This  is  an  agreement  between  the  elites 
of  Mexico  and  the  U.  S.— the  One  World 
Government  people.  My  constituents 
hate  these  people." 

NAFTA  supporters  are  unnerved  by 
their  opponents'  glib  jibes  at  the  agree- 
ment. But  their  rivals  do  have  an  Achil- 
les' heel:  their  propensity  to  play  fast 


STRANGE  BEDFELLOWS:  CRITICS  PEROT,  GEPHARDT,  AHD  BUCHAHAH 
ARE  SPLIT  IDEOLOGICALLY  BUT  SHARE  THE  POPULIST  GOSPEL 
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and  loose  with  the  details  of  the  pact. 
Take  charges  by  Nader  and  Buchanan 
that  NAFTA  will  allow  trinational  commis- 
sions to  supersede  state  and  local  law. 
NAFTA  specifically  says  that  each  coun- 
try, state,  and  city  can  approve  health 
and  safety  laws  "more  stringent  than 
any  international  guideline." 
"dark  side."  Charges  that  NAFTA  will 
require  massive  foreign  aid  are  bunk  as 
well,  says  Robert  Fisher,  former  head  of 
Mexican  Affairs  for  the  U.  S.  Trade  Rep- 
resentative's Office.  "Calling  it  foreign 
aid  to  clean  up  a  2,000-mile  U.  S.  border 
with  another  country  is  a  specious  argu- 


ment deliberately  d 
signed  to  make  the  d 
bate  irrational, 
fumes. 

The  fear  and  anger 
the  heart  of  the  an 
NAFTA  message  al 
could  undermine  it,  saj 
financial  analyst  Jeffre 
Bell,  a  former  Reagani' 
who  has  written  exte 
sively  about  populis 
and  elitism  in  Americ< 
politics.  "The  things  the 
are  saying  about  Me: 
cans,  and  ultimately  oi 
own  people — that  the 
can  no  longer  compete — has  a  dark  sic 
to  it,"  Bell  notes.  That  ultimately  cou 
turn  voters  off. 

The  betting  in  Washington  still  is  th; 
Clinton  can  pull  out  a  victory  on  NAFT. 
though  it  may  require  an  appeal  to  sa\ 
his  Presidency.  The  victory,  howeve 
could  prove  hollow.  Unless  he  manag*1! 
to  rebut  the  criticism  and  recast  tl 
pact's  image  in  terms  average  Ame: 
cans  can  understand,  NAFTA's  opponent) 
could  easily  paint  Clinton  as  a  friend  < 
Big  Business  and  the  banks,  rather  tha 
as  a  President  "who  puts  people  first 
Strange  bedfellows,  indeed. 

By  Douglas  Harbreeht  in  Washingtc, 


HO 


- 
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A  MAGICAL  MISERY  TOUR  WITH  NAFTA'S  STEEL-BELT  FOES 


The  bus  rolls  up  and 
down  the  steep  hills  of 
the  Monongahela  Val- 
ley.  It's   hot  outside, 
Rl^'      thunderstorm  weather, 
zZjI^^*  and  the  grey  shuttered 
j  mills  we're  passing  look  like  post- 
■  5  from  hell.  A  banner  on  the  side 
|  he  bus  reads,  "Rust  Belt  Tour." 
I  gical  Misery  Tour"  would  be  catch- 
Then  again,  these  aren't  former 
er  children  putting  on  this  tour, 
r're  retired  steelworkers. 
lis  bus  trip  was  Sam  Amorose's 
The  president  of  the  retirees'  divi- 
of  steelworkers'  Local  3968  in 
msburg,  Pa.,  Amorose  wanted  to 
ilize  the  Pittsburgh  area  against 
Morth  American  Free  Trade  Agree- 
t.  Why  not  give  people  a  good  look 
ndustrial  demise, 
'igured,  then  give 
a  message:  With 
TA.   things  will 
get  worse.  Amor- 
a  spry  72-year- 
promptly  sold  the 
to  his  fellow  re- 
1  union  members, 
suading  local 
I  locratic  politicians 
|  imp  aboard  wasn't 
;  icult,  given  the 
j  mise  of  captive 
rision  cameras. 
re  start  our  trip 
a  the  closed-down 
eeling-Pittsburgh 
:1  Corp.  mill  in  Mo- 
sen,  moving  north 
the  demolished 
i.  Steel  Homestead  Works,  and  then 
the  Ohio  Valley.  Just  a  year  ago,  I 
ked  in  Mexico  City,  covering  the 
dean  side  of  NAFTA.  Now,  such  pas- 
iate  resistance  to  the  treaty  in 
erica's  steel  belt  intrigues  me.  Af- 
all,  Mexican  steel  shipments  to  the 
5.  are  almost  negligible:  They  repre- 
t  less  than  3%  of  total  imports.  And 
vas  the  Europeans  and  the  Japa- 
e,  along  with  quick-footed  American 
limills,  that  buried  the  steel  indus- 
in  Pennsylvania.  So  why  are  people 
e  so  worried  about  the  Mexicans? 
id  HOGS.  I  sit  next  to  Amorose  and 
him.  He  replies  with  a  smile  that 
xicans  do  one  hour  of  work,  then 
e  seven  hours  of  siesta — a  factoid 
aned  from  a  day  trip  to  Ciudad  Jua- 
55  years  ago.  It  is  far  from  true, 
t  instead  of  rebutting  it,  I  ask: 
len  why  are  you  so  worried  about 
m  taking  American  jobs?"  Well,  he 


says,  even  unproductive  workers  are  a 
bargain  at  Mexican  wages.  Plus,  "the 
EPA  [Environmental  Protection  Agen- 
cy] doesn't  bother  companies  down 
there." 

The  discussion  goes  back  and  forth. 
If  Mexico's  economy  grows,  won't 
Mexicans  buy  more  imports  from  this 
area?  Perhaps,  Amorose  concedes,  but 
the  Mexicans  won't  be  able  to  buy 
much  with  the  wages  they  make.  I  try 
another  line:  Half  of  Mexico's  85  mil- 
lion people  are  under  19.  If  they  don't 
find  work  in  Mexico,  they'll  just  cross 
over  to  the  U.  S.,  right?  That  one  gets 
a  shrug.  Illegal  immigration,  after  all, 
is  hardly  a  burning  issue  in  the  Pitts- 
burgh area. 

The  tour  winds  past  miles  of  shut- 
tered plants,  through  tattered  steel 


RETIRED  STEELE 
SAY,  IF  YOU  LIKE  THE 

DEINDUSTRIAL 
VALLEY,  YOU'LL  LOVE 
POST-NAFTA  AMERICA 


towns,  their  wooden  frame  houses 
needing  paint,  the  tiny  front  lawns 
parched.  At  each  town,  we  step  out 
into  the  stifling  heat.  With  TV  cameras 
in  front  of  them,  shut-down  factories 
behind,  and  small  local  crowds  in  atten- 
dance, steelworkers  and  politicians  de- 
liver a  pitch  both  simple  and  clear: 
We've  lost  a  lot  of  jobs,  and  if  NAFTA 
passes,  we'll  lose  more. 

First-term  Democratic  Representa- 
tive Ron  Klink,  a  former  local  televi- 
sion news  reporter,  is  one  of  the 
founders  of  the  Congressional  Anti- 
NAFTA  Caucus.  At  each  stop  on  the 
misery  tour,  Klink  lists  a  litany  of 
NAFTA  evils.  "The  people  pushing 
NAFTA  are  the  multibillion  dollar  indus- 
tries," he  says.   "They're  ready  to 


spend  a  hundred  million  to  shove  it 
down  our  throats." 

Klink  tells  people  that  duty-free  im- 
ports of  Mexican  glass  will  hurt  local 
PPG  Industries  Inc.  Warning  that 
NAFTA  will  supercede  states'  rights  to 
regulate,  he  conjures  up  an  image  of 
18-year-old  Mexican  truck  drivers  tear- 
ing apart  Pennsylvania  highways  with 
their  overweight  rigs.  He  even  specu- 
lates that  drug  lords,  salivating  over 
freer  trade  for  narcotics,  are  putting 
millions  into  the  pro-NAFTA  battle. 
vague  promises.  But  as  the  bus  me- 
anders north,  it's  clear  that  drugs, 
states'  rights,  and  devastated  high- 
ways are  side  concerns.  The  real  issue 
in  this  part  of  the  country  is  jobs. 
Here,  they  seem  to  move  in  only  one 
direction:  away.  Although  unemploy- 
ment is  only  7% — 
around  the  national  av- 
erage— plant  closings 
have  hit  the  area  like  so 
many  bombs,  leaving 
deep  and  painful  scars. 
Even  when  new  jobs  ar- 
rive, as  they  have  in 
software  and  health 
care,  they  creep  in 
with  little  fanfare 
and  do  little  to  im- 
prove the  mood.  Now 
comes  NAFTA.  Its  dan- 
gers seem  very  real, 
its  promises  entirely 
ethereal. 

Probably  the  lone  Re- 
publican aboard  is  Joe 
Ford,  a  commissioner 
for  neighboring  Wash- 
ington County.  Battling  bus  sickness, 
he  looks  straight  ahead  and  speaks  in 
subdued  tones.  Nafta  may  be  good,  it 
may  be  bad,  he  says.  We  won't  know 
unless  we  go  ahead  with  it.  I  scribble 
quickly,  thinking  I'm  getting  my  first 
pro-NAFTA  interview.  Then,  Ford  drops 
the  kicker:  "Twenty  years  ago,  when 
we  had  money,  we  could  have  tried  it. 
But  now,  we  can't  afford  to  take  that 
risk  and  lose." 

So  much  for  a  pro-NAFTA  interview. 
Free-trade  supporters  aren't  easy  to 
find  in  steel  country.  They're  mostly 
white-collar  workers,  and  they  tend  to 
express  their  views  very  quietly.  They 
certainly  don't  go  on  bus  tours.  Their 
opponents,  who  know  what  unemploy- 
ment feels  like,  are  vocal  and  passion- 
ate. And  they  don't  want  to  lose  out 
again. 

By  Stephen  Baker  in  the  Monongahela 
Valley 
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CABLE  AND  BROADCAST 
— TOGETHER  AT  LAST? 


QVC  and  Time  Warner  each  consider  new  networks  made  up  of  both 


ere's  a  question  to  ask  the  next 
time  you  can't  decide  whether  to 
watch  Chevy  Chase  or  David  Let- 
terman  or  Jay  Leno:  Why  are  several 
major  media  companies  trying  to  start  a 
fifth  television  network? 

To  most  folks,  a  new  network  might 
seem  as  redundant  as  the  gaggle  of  new 
late-night  talk  shows.  After  all,  viewers 
are  still  fleeing  the  networks  for  cable. 
And  new  cable  channels  are  sprouting 
like  dandelions.  But  Time  Warner  Inc. 
and  QVC  Network  Inc.  each  hope  to  as- 
semble a  very  different  sort  of  net- 
work— one  that  capitalizes  on  the  parity 
between  cable  and  broadcast  TV. 

Recently,  both  Warner  and  QVC  have 
been  busily  drawing  up  plans  and  pitch- 
ing prospective  partners  on  their  vision. 
Time  Warner's  Warner  Brothers  Inc.  is 
contemplating  a  network  that  would  link 
independent  broadcast  stations  to  its 
huge  cable  system.  Barry  Diller,  chair- 
man of  home-shopping  channel  QVC, 
says  he  also  plans  a  network  that  would 
have  both  cable  and  broadcast  affiliates. 
"Any  new  network  has  to  be  bifurcat- 
ed," says  Diller,  who  created  the  fourth 
network,  Fox  Broadcasting  Co.,  in  1986. 

Such  thinking  would  have  seemed  bi- 
zarre seven  years  ago,  when  Diller  and 
Rupert  Murdoch  stitched  together  hun- 
dreds of  independent  stations  to  form 
Fox.  But  the  TV  landscape  has  changed 


radically  since  then.  Fox  grabbed  many 
of  the  available  independent  stations  in 
key  markets.  And  with  cable  now  reach- 
ing 62%  of  U.  S.  households,  it  almost 
has  to  be  part  of  any  fifth  network. 
"There  just  aren't  enough  independents 
out  there  to  give  you  70%  or  80%'  of  the 
country,"  says  Robert  Wussler,  a  former 
senior  executive  at  CBS  Inc.  and  Turner 
Broadcasting  System  Inc. 
willing  candidate.  Media  experts  say 
there  are  strong  arguments  for  and 
against  such  a  network.  On  the  plus 
side,  sponsors  are  willing  to  pay  more 
for  commercials  on  shows  that  air  at 
uniform  times  around  the  country. 
Warner  currently  sells  syndicated  pro- 
grams such  as  Rung  Fu  and  Time  Trax 
to  some  150  stations.  If  those  shows 
aired  on  a  network,  Warner  could 
charge  up  to  40%  more  in  ad  revenue. 

Owning  a  network  could  also  hedge 
the  studio  in  an  era  of  shifting 
government  regulations. 
Warner  is  now  the  No.  1 
supplier  of  programs  to 
CBS  and  its  rivals,  with 
shows  such  as  Murphy 
Brown      and  Full 
House.  But  soon,  the 
Big  Three  will  be  al- 
lowed to  earn  syndica- 
tion revenue,  which 
will  encourage  them 


30  BUSINESS  WEEK/SEPTEMBER  13,  1993 


to  produce  more  of  their  own  show 
that  point,  Warner  could  use  anj 
network  for  its  programs. 

On  the  minus  side,  Warner  and  1 
won't  find  it  easy  to  line  up  enough 
iates.  Warner  used  the  prospect  of 
er  ad  revenue  and  lower  program 
costs  to  entice  several  station  grou 
an  Aug.  24  meeting.  And  the  studk 
one  willing  candidate  in  Ronald  0.  I 
man,  who  controls  the  six  stations  o 
Television  Inc.  But  Paramount  Cor 
nications  Inc.,  which  owns  seven  sta 
and  has  contemplated  starting  its 
network,  remains  skeptical. 

Even  if  Warner  lures  two  of  the 
gest  players — Paramount  and  C 
Craft  Industries  Inc.,  which  owns 
stations — its  network  would  still 
only  30%  of  U.  S.  households.  Medii 
perts  say  a  network  probably  needs 
of  the  country  to  be  viable.  In  Dei 
Tribune  Co.  owns  the  only  remainin 
dependent  station.  So  far,  it  has 
buffed  offers  to  join  a  network. 

Time  Warner  may  be  able  to 
some  of  these  holes  with  its  7  mi 
cable  subscribers.  'The  trouble  is, 
of  Time's  subscribers  are  in  urban 
kets,  which  tend  to  have  indepen 
stations,  rather  than  in  rural 
which  often  don't, 
broadly,  network  viewii 
as  much  as  10% 
in  cable  than  none, 
households,  accor 
to  A.  C.  Nielsen  Cc 

Barry  Diller  has 
lar  strengths  and  w 
nesses.  As  part  of 
July  12  agreement 
merge  QVC  with  H 
Shopping  Network 
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CBS 


$3.23  BILLION 

$180 
13.3 


er  has  an  option  to  purchase  a  con- 
ling  stake  in  the  12  uhf  stations 
led  by  Silver  King  Communications 
Diller  confirms  that  they  could  form 
core  of  a  fifth  network.  But  critics 
tend  they  are  too  low-powered. 
wig  buddies.  Diller  can  draw  on 
le  invaluable  cable  contacts,  however. 
;  is  partly  owned  by  cable  operator 
ncast  Corp.  and  Liberty  Media  Corp., 
ch  in  turn  is  linked  to  cable  behe- 
w  Tele-Communications  Inc.  Through 
m,  Diller  has  access  to  more  than  13 
lion  cable  subscribers, 
'o  succeed,  Diller  and  Time  Warner 
I  have  to  do  more  than  go  after  eye- 
Is.  With  TV  audiences  so  thoroughly 
gmented,  any  new  network  will  have 
have  a  distinct  identity  and  audience 
>eal.  At  Fox,  Diller  used  hip  and  occa- 
lally  raunchy  shows  to  appeal  to  the 
inger  viewers  that  sponsors  crave. 
:h  a  formula  is  tough  to  duplicate: 
ntil  you've  got  an  idea,"  says  Diller, 
1  this  talk  about  a  fifth  network  is 
t  so  much  hot  air." 
Diller  thinks  he  has  hit  on  that  idea, 
>ugh  he  won't  tip  his  hand.  Meantime, 
irner  has  hired  former  Fox  President 
nie  Kellner  to  help  fashion  an  image, 
irner  executives,  who  say  privately 
it  a  decision  on  whether  to  proceed  is 
)ut  two  months  away,  also  refuse  to 
cuss  the  focus  of  their  network. 
Neither  of  these  networks  would  have 
i  size  or  swagger  of  their  predeces- 
fs.  But  that's  just  as  well.  Nowadays, 
;  only  use  for  another  CBS  would  be  to 
•re  Conan  O'Brien  someplace  to  move 
;  talk  show  when  he  tires  of  Letter- 
ing old  slot  at  NBC. 
By  Ronald  Grover  in  Los  Angeles  and 
irk  handler  in  New  York 
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THE  DIGEST  DEVELOPS 
A  TASTE  FOR  TV  DRAMA 


Reader's  Digest  hopes  its  new  ABC  shows  will  boost  its  direct-mail  sales 


George  V.  Grune  is  a  salesman  by 
training,  but  he's  also  a  Reader's 
Digest  man:  Tight-lipped  and 
staid,  he's  not  an  executive  who  feels 
comfortable  making  sweeping  claims  for 
his  company's  electronic  future. 

Welcome,  George  Grune  and  Reader's 
Digest,  to  television.  At  10  p.m.  on  Sept. 
7,  the  bible  of  Middle  America  plans  to 
air  a  one-hour  ABC  television  special — a 
compendium  of  four  adaptations  of  fa- 
vorite Digest  stories — that  will  be  its 
first  TV  show  since  a  similar  effort 
flopped  way  back  in  1955. 

Grune,  CEO  of  Reader's  Digest  Associ- 
ation Inc.  (RDA)  since  1984,  refuses  to  say 
that  the  video  venture  is  part  of  a  plan 
to  breathe  life  into  his  conservative  com- 
pany. But  he  does  know  this:  "The  way 
the  Digest  has  survived  is  that  it  under- 
stands that  its  audience  has  changed." 
That's  for  sure.  With  U.  S.  circulation  of 
17  million,  the  magazine  ranks  second  in 
readership  only  to  Modern  Maturity. 
But  subscribers  are  aging — 
the  average  reader  is  46 — 
and  the  company  hasn't  at- 
tracted younger  customers. 

The  strain  is  showing.  On 
Aug.  25,  RDA  reported  only  a 
1%  increase  in  U.  S.  sales,  to 
$1.2  billion,  for  the  1993  fis- 
cal year,  ended  June  30. 
Overall,  revenues  and  oper- 
ating profits  were  up — but 
that  growth  was  fueled 
largely  by  international  ex- 
pansion. In  the  U.  S.,  busi- 
ness is  dragging,  and  that 
weakness  has  the  company's 
shares  trading  below  40 — 
more  than  30%  off  a  peak  of 
56  last  December. 
overkill.  Much  of  the  trou- 
ble stems  from  the  compa- 
ny's vaunted  direct-mail  business,  which 
accounts  for  75%  of  earnings.  Some  25 
million  homes  have  purchased  an  RDA 
book,  video,  or  other  product  in  the  past 
two  years.  But  the  company's  marketing 
increasingly  is  hitting  saturated  house- 
holds. For  years,  RDA  found  double-digit 
growth  by  sending  out  three  mailings  a 
quarter.  In  the  first  three  months  of  this 
year,  though,  the  company  flooded  cus- 
tomers with  seven  solicitations,  accord- 
ing to  Dean  Witter  Discover  &  Co.  ana- 
lyst James  D.  Dougherty.  Customers 
were  confused,  and  some  canceled  earli- 
er orders  to  buy  the  newer  offerings 


instead.  Dougherty  predicts  a  5%'  decline 
in  U.  S.  book  and  home  entertainment 
sales  in  1994. 

RDA  executives  say  they  are  now  par- 
ing mail  solicitations,  though  they  won't 
discuss  specifics.  Grune  is  taking  other 
measures,  too:  In  June,  he  reorganized 
U.  S.  operations  and  cut  250  positions — 
10%  of  the  work  force.  He  split  unwieldy 
foreign  operations  into  two  units — Eu- 
rope and  the  Pacific.  And  in  a  quest  to 
build  readership  for  the  magazine,  he 
says  he  wants  to  enter  one  new  market 
"each  year  over  the  next  several  years." 
This  year's  entry:  a  Czech  edition,  to  be 
launched  in  October. 

Reader's  Digest:  On  Television  came 
out  of  a  discussion  more  than  a  year  ago 
between  64-year-old  Grune,  a  former 
Marine  who  started  at  RDA  selling  ads  in 
1960,  and  longtime  friend  Daniel  B. 
Burke,  CEO  of  Capital  Cities/ABC  Inc. 
For  cautious  RDA,  it's  a  bold  step.  But 
the  deal  could  give  the  company  the 
boost  it  needs  in  the  U.  S.: 
Grune  hopes  consumers,  im- 
pressed by  what  they  see  on 
the  tube,  will  be  inclined  to 
spend  more  on  its  mail-order 
bounty.  It  may  also  attract 
new  subscribers  to  the  mag- 
azine, still  "the  front  door  of 
our  business,"  says  Grune. 

ABC  is  planning  to  produce 
at  least  three  made-for-TV 
movies  based  on  Reader's 
Digest  articles.  RDA  is  also 
tapping  ABC's  library  for 
material  for  videos  it  can 
sell  by  direct  mail.  Analyst 
Dougherty  figures  RDA's 
video  sales  will  more  than 
double  from  1991  to  1995, 
to  $138  million,  even  with- 
out ABC. 

In  the  meantime,  though,  analysts  and 
RDA  agree  that  as  much  as  two  more 
years  of  sluggish  growth  may  be  ahead 
for  the  company.  Still,  at  a  New  York 
preview  of  the  new  TV  show,  Grune 
promised  ad  executives  plenty  of  mar- 
ketable material.  "We've  got  lots  of 
'Drama  in  Real  Life'  in  the  Digest  that 
can  be  shown  on  television,"  he  said, 
referring  to  one  of  the  magazine's  fea- 
tures. With  the  CEO  nearing  retirement 
age,  and  two  years  of  slow  growth  to 
overcome,  the  real  drama  may  take 
place  off-air — at  his  company. 

By  Chris  Roush  in  Chappaqua,  N.  Y. 
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HEALTH  CARE  I 


HEALTH  CARE  BY  HEADCOUHT:  PROS  AHD  CONS  II 


Capitation — paying  doctors  fixed  per  capita  rates  for  health  care- 
ingand  provoking  debate  over  cost  savings  and  quality  of  care. 


-is  spreai 


WHAT  INSURERS  SAY 

WHAT  SOME  DOCTORS  SA^ 

QUALITY  OF  CARE 

Plans  help  doctors  focus 
on  preventive  medicine 
and  avoid  wasteful  testing 
and  referrals 

Capitation  rates  set  too  lou 
can  hurt  quality  by  limit- 
ing providers '  time  and 
resources 

COST 

Prepaid  plans  afford  em- 
ployers more  predictable 
health-care  costs,  shift 
some  financial  risk  to  care 
providers 

Doctors  shouldn 't  lose  if 
costs  skyrocket  because  of 
unforeseen  developments 
such  as  new  diseases 

ADMINISTRATION  Per  capita  payments  cut 
the  amount  and  cost  of 
claims  paperwork 


The  emphasis  on  cost  can 
conflict  with  doctors  'focus 
on  patients 


DATA;  BUSINESS  WEEK 


PHYSICIAN, 
RESTRAIN  THYSELF 


More  insurers  are  forcing  cost  caps  on  doctors.  But  will  patients  suffer? 


r.  Denise  Daub  got  an  unwel- 
Icome  letter  on  July  24.  It  came 
from  Prudential  Health  Care 
Plan  of  New  York  Inc.  (PruCare),  one  of 
the  region's  largest  managed-care  net- 
works. Starting  Nov.  1,  PruCare  will  no 
longer  pay  Daub  each  time  she  sees  Pru- 
Care members,  who  make  up  one-third 
of  her  practice  in  Weehawken,  N.J.  In- 
stead, it  will  pay  a  lump  monthly  sum 
for  each  PruCare  patient  under  her  care. 
If  a  member  doesn't  come  in  that  month, 
Daub  still  gets  the  monthly  payment;  if 
he  visits  often  and  gets  lots  of  tests,  the 
payment  stays  the  same. 

The  more  patients  Daub  signs  up,  the 
more  money  she'll  make — and  the  less 
time  she'll  have,  potentially,  to  see  each 
one.  She's  anxious  about  such  prospects. 
"I  don't  want  to  look  at  how  I'm  being 
reimbursed,"  she  .  ays.  "I  want  to  look 
at  my  patients,  at  th"ir  medical  history." 

For  decades,  such  "capitation" 
schemes  have  been  the  domain  of  health 
maintenance  organizations.  Now,  the 
strategy  is  moving  into  preferred-provid- 
er organizations  (PPOs)  and  other  less  in- 
tegrated networks  of  doctors.  PruCare, 
which  administers  plans  for  some  3.9 
million  people  nationwide  (.  hiding  the 
employees  of  McGraw-Hill  In  publish- 
er of  BUSINESS  week),  is  one.  N  tworks 
such  as  Oxford  Health  Plans  Inc.,  in 
Darien,  Conn.,  and  Emerald  Health  Net- 
work Inc.  in  Cleveland  also  are  rojing 


out  capitation-based  plans.  Travelers 
Corp.  has  used  capitation  in  its  HMOs 
since  1986.  Its  doctors  receive  between 
$15  and  $55  per  patient,  per  month. 

Capitation  presumes  that  doctors  have 
an  incentive  to  keep  people  healthy  and 
avoid  costly  procedures  when  they're 
paid  per  patient,  rather  than  per  service. 
Employers  like  that  strategy  because  it 
aims  to  rein  in  costs.  Insurers  like  how  it 
slashes  paperwork,  forces  providers  to 
work  within  a  budget,  and  shifts  some 
of  their  financial  risk  onto  doctors. 

"EXTREME  METHOD."   Critics,  though, 

fear  the  plans  compromise  quality.  "Cap- 
itation is  an  extreme  method  of  achiev- 
ing rationing,"  charges  Dr.  Ralph  Fran- 
kel,  president  of  the  Dade  County  (Fla.) 
Medical  Assn.  "The  idea  is  to  find  a  way 
not  to  give  people  something." 

Such  anger  reflects  widespread  anxi- 
ety over  the  wholesale  transformation — 
driven  in  part  by  capitation — of  how 
medicine  is  practiced.  Under  the  fee-for- 
service  system,  the  more  doctors  do,  the 
more  money  they  make.  Capitation,  on 
the  other  hand,  can  reward  doctors  who 
emphasize  preventive  care  and  run  few- 
er tests  (table).  PruCare,  for  example, 
gives  doctors  yearend  bonuses  if  they've 
followed  preventive-care  guidelines  and 
if  patients  are  satisfied.  Doctors  can  also 
get  bonuses  based  on  how  many  patients 
they  accept,  or  if  they  keep  costs  and 
referrals  down. 


Given  its  dual  focus  on  cost  and  qu 
ty,  capitation  is  central  to  the  health-c; 
plans  floating  around  Washington.  1 1 
experts  say  it  is  market  pressure  that 
making  capitation  inevitable.  "This  v  | 
revolutionize  how  hospital  manag 
think,"  says  Alfred  W.  Mansfield,  ch| 
financial  officer  at  St.  Therese  Medi 
Center  in  Waukegan,  111.  "The  less  s 
vice  used,  the  more  viable  the  enti 
The  result  will  be  a  reduction  in  ho: 
tal  use." 

The  real  question:  Does  capitat 
work?  Data  are  skimpy.  But  experts 
capitation  has  helped  HMOs  and  la 
group  practices  combat  overtreatme 
"The  managed-care  doctors  run  fe 
tests,  have  fewer  referrals,  and  nonet] 
less  are  possibly  practicing  more  app 
priately,"  says  Michael  D.  Sydlaske,! 
consultant  at  William  M.  Mercer  G I 
Patients,  though,  sensitive  to  their  re 
tionships  with  doctors,  tend  to  res 
such  change.  David  Szymanski  and 
wife,  Rhonda,  members  of  the  CIG 
HMO  in  the  Tampa  Bay  area,  had  to  fi 
a  new  obstetrician  after  CIGNA,  wh 
uses  capitation  to  reimburse  most  of 
physicians,  dropped  their  original  doct 
They  were  struck  by  the  new  docto: 
impersonal  service.  "We  were  beij 
herded  through  like  cattle  "  says  Dav| 
He  blames  such  care  on  the  increasi 
pressure  insurers  are  putting  on  docto 
The  couple  has  since  found  a  new  n 
work  obstetrician. 

Skeptics  wonder  whether  using  capi 
tion  in  looser  networks  will  bring  mc 
problems.  Without  the  support  and  pe 
pressure  of  a  close  group,  individual  d< 
tors  can  run  into  trouble  managing  cos 
and  care.  And  a  doctor's  best  efforts 
budget  can  be  derailed  by  unforesei 
diseases.  "Capitation  of  individual  phy 
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Introducing  a  new 
family  of  value-packed 
PCs,  and  a  new 
3-year  warranty  on  every 

Digital  PC. 

The  brand-new,  value-priced  DECpc™  LPv  and 
DECpc  LPx  PCs  have  what  it  takes  to  help  you 
make  a  big  splash.  At  prices  that  won't  leave 
you  high  and  dry.  And  like  all  our  PCs,  they're 
covered  by  a  new  three-year  warranty*  backed 
by  Digital,  not  some  third  party.  The  DECpc  LPv  is 
just  what  you're  looking  for  in  budget-conscious 
i486  performance,  with  second-generation 
Windows™  acceleration  packed  into  a  basic,  low- 
profile  package.  And  the  feature-filled  DECpc  LPx 
offers  choices  of  i486  processors  and  graphics 
performance  based  on  VESA-VL  bus  Windows 
acceleration  —  plus  plenty  of  room  for  future 
expansion.  So  go  with  the  flow.  Digital  PCs  can 
rapidly  change  your  idea  of  value. 

The  DECpc  LPx. 
Value-priced  [x-rfi  amance 
and  expandability 


33  MHz  i486SX: 

$1599 


Price  includes  monitor,  MS-DOS'"  6.0  and  Windows  3. 1 

Call  1-800-210-8319 

Please  reference  BKAwhen  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 
I  Or  call  your  local  Digital  dealer  or  value-added  reseller. 


magine  PC  values  so  exhilarating 

they  leave  you  breathless. 
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©  Digital  Equipment  Corporation,  1 993.  Digital,  DECpc  and  the  DIGITAL  Logo  are  trademarks  of  Digital  Equipment  Corporation,  i486  and  the  Intel  Inside  Logo  are  trade 

Intel  Corporation.  MS-DOS  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Digital  believes  that  the  information  in  this  advertisement  i 
as  of  its  publication  date.  Digital  is  not  responsible  for  any  errors.  Not  all  products  available  worldwide. 

*  3-year  limited  hardware  waranty.  Certain  restrictions  and  exclusions  apply.  Warranty  service  on  DECpc  notebooks  is  retum-to-factory.  Monitors,  batteries  and  periph 
covered  by  a  1  -year  limited  warranty. 
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cians  is  the  road  to  ruin,"  says  Sacra- 
mento physician  Eugene  Ogrod,  chair- 
man of  the  California  Medical  Assn.  "If 
they  get  a  bad  string  of  patients,  there's 
no  way  to  even  out  the  risk." 

The  financial  pressures  can  be  so 
great  that  doctors  may  be  tempted  to 
shy  away  from  sickly  or  elderly  patients. 
Self-contained  HMO  groups  can  police 
such  abuses  effectively.  But  individual 
doctors,  working  under  less  stringent 
oversight,  may  bend  the  rules.  Capita- 
tion "encourages  doctors  to  let  go  of 
patients  who  are  really  sick,"  says  Dr. 
Edward  J.  Feller,  a  Florida  physician. 

Doctors  also  worry  about  a  loss  of 
autonomy.  After  PruCare's  switch,  pedi- 


atrician Cindi  Hartz  opted  to  drop  the 
network,  even  though  she  could  lose  the 
10%  of  her  patients  in  PruCare.  "I'm 
willing  to  see  [PruCare]  patients  and 
take  less  money,"  says  Hartz,  based  in 
Larchmont,  N.  Y.  "But  I  don't  want  to 
be  told  when  I  can  see  patients  and  what 
I  can  and  can't  do." 

customer-friendly?  PruCare  says  that 
it  carefully  monitors  quality.  "We're  try- 
ing to  develop  a  payment  system  unique- 
ly different  from  fee-for-service,"  says 
Paul  C.  Conlin,  PruCare's  vice-president 
for  operations.  "We  want  a  system  that 
influences  physician  income  based  on 
what  the  customer  thinks  is  important — 
quality,  cost,  and  access." 


Are  employers  sold  on  the  idea?  N 
always.  "I'm  not  convinced  it  will  work 
says  Marshall  Field  V,  incoming  cha 
man  of  the  board  of  trustees  at  Rus 
Presbyterian-St.  Luke's  Medical  Cent 
in  Chicago,  which  uses  capitation  in  se 
eral  units.  "If  you  are  a  bunch  of  d( 
tors  or  a  hospital,  and  you  see  you  a 
over  budget,  you  begin  to  cut  corners 
That  shouldn't  be  a  problem  if  capitati 
plans  work  the  way  they're  supposed  1 
But  if  less  care  translates  into  low 
quality,  the  results  could  be  expensiv< 

By  Suzanne  Woolley,  with  Michele  Gal 
in  New  York,  Ann  Therese  Palmer 
Chicago,  Joan  O'C.  Hamilton  in  Si 
Francisco,  and  Chris  Roush  in  New  Hav 


OFFERINGS  I 


A  WONDER  OFFER 
FROM  HERBALIFE 


The  health-product  outfit  has  new 
stock  to  sell,  but  questions  abound 


eed  to  shed  a  little  cellulite? 
Bothered  by  a  sluggish  intestinal 
tract?  Mark  Hughes  has  just  the 
thing  for  you.  Last  year,  the  37-year-old 
founder  of  Herbalife  International  Inc. 
sold  $405  million  worth  of  herbal  cellu- 
lite busters  and  other  such  products. 

These  days,  Hughes  is  gearing  up 
with  a  different  pitch.  Herbalife  has 
filed  a  registration  statement  for  a  sec- 
ondary offering  of  5  million  shares. 
Some  75%  of  the  company's  26.5  million 
outstanding  shares  are  held  by  insiders. 
The  new  issue  will  include  2  million  new 
shares  and  some  3  million  shares  held  by 
Hughes  and  former  sales  chief  Law- 
rence Thompson.  With  its  shares  now 
trading  near  14  over  the  counter,  Herba- 
life's  portion  of  the  proceeds  will  be 
about  $28  million.  Management  says  it 
will  use  that  to  fund  a  catalog  business. 
big  sales.  Is  Herbalife  a  buy?  On  the 
surface,  things  look  rosy.  Retail  sales — 
dollars  taken  in  by  distributors  who  sell 
Herbalife  products  door-to-door — dou- 
bled, to  $337  million,  in  the  first 
half  of  1993.  Net  income  came 
in  at  $20.2  million,  vs.  $8.6  mil- 
lion in  1992's  first  half.  Distrib- 
utors such  as  Betty  J.  McGre- 
gor of  Lakewood,  Calif.,  say 
Herbalife's  hot-selling  new 
weight-loss  product,  Thermo- 
jetics,  is  ringing  up  big  sales  in 
the  U.  S.  Overseas  sales  are 
booming,  too,  and  the  stock  is 
up  from  50<t  in  1991.  "It's  not 
easy  to  find  a  growth  stock  like 
this  that  is  selling  at  only  10 


34  BUSINESS  WEEK/SEPTEMBER  13,  1993 


times  earnings,"  says 
Fred  Astman  of  First 
Wilshire  Securities  Man- 
agement, which  owns 
280,000  shares. 

The  boom  comes  after 
a  big  downturn  for  Her- 
balife. Founded  in  1980, 
the  company  agreed  in 
1982  to  reformulate  at 
least  one  herbal  treat- 
ment that  included  traces 
of  mandrake  and  poke- 
root  after  the  Food  & 
Drug  Administration 
questioned  the  safety  of 
those  herbs.  After  1985 
congressional  hearings 
on  natural  treatments 
generated  negative  pub- 
licity for  Herbalife,  its 
sales  fell  from  $427  mil- 
lion in  1985  to  $177.7  million  in  1986. 

Now,  Herbalife  could  be  heading  for 
trouble  again.  It  acknowledges  that  pos- 
sible new  FDA  rules  for  dietary  supple- 
ments could  force  it  to  change  or  drop 
some  products.  And  Thermojetics — 
which  accounts  for  40%  of  U.  S.  sales — is 
already  under  fire.  The  FDA  is  investigat- 
ing reports  from  doctors  that  Ma  huang, 
a  Chinese  herb  used  in  Thermojetics, 
may  have  serious  side  effects  such  as 
hypertension.  Earlier  this  year,  Herba- 
life reformulated  Thermojetics  for  sale 
in  Canada  after  a  similar  probe. 


McGregor:  a 
product  has 


WEIGHT-LOSS 
IGNITED  SALES 


California  is  also  mo: 
toring  Herbalife.  In  19S 
without  admitting  fau 
the  company  agreed 
pay  the  state  $850,000 
settle   charges   it  h: 
made  unproven  clair 
about  the  benefits  of  c< 
tain  products.  Herbali  | 
says  it  instructs  its  sal 
force  not  to  make  su  I 
claims.  But  distribute 
contacted  by  BUSlNE 
week  said  their  custo: 
ers   report  everythii 
from  the  disappearan 
of  tumors  to  the  elimir 
tion  of  chest  pains  aft 
using  Herbalife  produc 
Testimonials  so  close 
implying  the  produc 
can  cure  diseases  "won 
be  of  concern,"  says  California  Dep 
Attorney  General  Albert  N.  Shelden. 
foreign  affairs.  Herbalife  says 
products  are  safe.  And  David  R.  Add| 
the  company's  chief  counsel,  conten 
the  new  FDA  rules  will  probably  or 
require  some  simple  label  modificatio 
Thermojetics,  he  says,  could  be  eas 
reformulated  without  Ma  huang,  as 
was  in  Canada. 

The  final  big  question:  how  long  c 
Herbalife's  foreign  sales  keep  boomin 
Sales  surged,  then  fell  off,  in  new  mi 
kets  such  as  New  Zealand  and  Mexi 
partly  because  of  inconsiste 
distribution.  In  Spain,  Herl 
life's  second-largest  market 
1992,  sales  dropped  23%  in  tl 
year's  first  quarter,  partly  1 
cause  of  regulatory  restr 
tions.  Herbalife  says  a  beefc 
up  marketing  staff  and  a  bett 
flow  of  new  products  will  sol 
such  problems.  But  Hugh 
may  need  lots  of  salesmansl 
to  convince  the  market  th 
Herbalife  is  a  safe  investmei 
By  Amy  Barrett  in  Los  Angel 


Introducing  the 
only  3-year  PC  warranty 
with  30,000  reasons  to 
kick  back  and  relax. 

Welcome  to  PC  Peace  of  Mind 
With  every  Digital  PC,  you  now  get  three 
years  of  high-quality  Digital  support, 
including  a  year  of  on-site  service* 
And  it's  the  industry's  only  "first  party" 
three-year  warranty  —  backed  by 
30,000  Digital  service  people  worldwide. 

But  that's  only  the  start.  You're  also 
getting  leading-edge  PC  performance. 

Quality  Digital  manufacturing. 
And  the  full  services  and  broad  product 
range  of  a  world-class  PC  supplier. 
Compare  our  performance,  price,  and 
support.  You'll  find  that  you  can't  do 
better  than  a  Digital  PC  —  the 
one  with  Peace  of  Mind  built  right  in. 


For  a  Digital  PC  catalog,  call 

1-800-210-8321. 

Please  reference  BKBwhen  you  call. 


PUTTING  IMAGINATION  TO  WORK 


I  magine  the  peace  of  mind  you'll  get.     d  i  9  i  t  3  I 


gital  Equipment  Corporation,  1 993.  Digital,  DECpc  and  the  DIGITAL  Logo  are  trademarks  of  Digital  Equipment  Corporation.  Digital  believes  that  the  information  in  this  advertisement- 
curate  as  of  its  publication  date.  Digital  is  not  responsible  for  any  errors.  Not  all  products  available  worldwide.  S" 
year  limited  hardware  warranty.  Certain  restrictions  and  exclusions  apply.  Warranty  service  on  DECpc  notebooks  is  retum-to-factory.  Monitors,  batteries  and  peripherals  covered  tj 
1  -year  limited1  warranty.  --JUT 


CREDIT  CARDS  I 


FEDERAL-FRIENDLY: 
A  DINERS  CLUB  SIGN 
IN  ALEXANDRIA,  VA. 


THE  AMERICAN  EXPRESS  CARD: 
DON'T  SHUFFLE  PAPERS  WITHOUT  IT? 


AmEx  wants  to  grab  the  federal-employee  business  from  Diners  Club 


F 


live  years  ago,  American  Express 
Co.  was  more  than  willing  to  let 
federal  bureaucrats  leave  home 
without  its  familiar  green  charge  cards. 
The  idea  of  bidding  on  a  contract  to 
provide  cards  to  skimpy-spending  feder- 
al employees  seemed  a  bit  downscale  to 
AmEx.  After  all,  it's  the  king  of  corpo- 
rate card  providers,  with  89  of  the  100 
top  U.  S.  companies  among  its  accounts. 

How  times  change.  In  the  next  few 
weeks,  when  the  General  Sen-ices  Ad- 
ministration announces  the  winner  of  a 
contract  to  provide  government  employ- 
ees with  charge-card  services,  AmEx  of- 
ficials will  be  waiting  anxiously  by  the 
phone.  Not  only  is  AmEx  bidding,  it's 
pulling  out  all  the  stops  to  wrest  the 
contract  away  from  Diners  Club. 

At  stake:  the  nation's  largest  charge- 
card  account,  with  860,000  cardholders 
and  $2  billion  in  annual  charge  vol- 
ume. The  competition  has  been  "in- 
tense," says  Allan  Zaic,  the  GSA's  di- 
rector of  services  acquisition. 
data  factory.  Diners  Club  can't  af- 
ford such  a  big  loss.  The  GSA  account 
makes  up  10%  of  the  Citicorp  subsid- 
iary's worldwide  charge  volume  and 
about  40%  of  its  roughly  2  million- 
cardholder  domestic  operation. 

Diners  Club  figures  it  has  a  good 
chance  of  keeping  the  business  In- 


deed, it  won  both  previous  five-year  gov- 
ernment contracts  for  card  services,  un- 
der which  it  provides  federal  agencies 
with  travel  and  entertainment  cards, 
automatic-teller  services,  and  traveler's 
checks.  It  also  comes  up  with  detailed 
data  on  where  employees  use  the  card, 
so  agencies  can  negotiate  discounts. 

American  Express,  however,  has  ma- 
jor advantages.  Its  cards  are  more  wide- 
ly accepted  than  Diners  Club's  (table). 
"Diners  Club  still  has  some  cachet  in 
Europe  and  the  Far  East,  but  in  the 
U.  S.,  it  is  tiny,"  notes  Seamus  McMa- 
hon,  a  consultant  with  Booz  Allen  & 
Hamilton  Inc.  AmEx  also  leads  in  the 
$56  billion  corporate-card  market:  It  has 
56%  of  that  business,  vs.  11%  for  Diners 
Club,  estimates  The  Xilson  Report. 

AmEx  has  another  edge:  It  may  be 
able  to  use  its  sophisticated  travel-man- 




American  Express 

Diners  Club 

MERCHANTS 

3.4  million 

2.3  million 

CARDHOLDERS 

34  million 

.7.1  million 

WORLDWIDE 

CHARGE  VOLUME 

$117.6  billion 

$21  billion 

ANNUAL  SPENDING 

PER  CARD 

$3,459 

$2,958 

agement  services  to  lower  governm* 
travel  costs.  It  does  this  already  for  c 
porations  by  analyzing  and  interpret' 
travel  data  and  using  its  clout  to  hi 
clients  negotiate  bargain  prices.  Am 
is  already  the  State  Dept.'s  travel  agi 
cy  and  was  recently  brought  in  to  r 
the  scandal-ridden  White  House  tra 
department  on  an  interim  basis. 

AmEx  is  serious  about  expanding 
business  with  the  feds.  A  year  and 
half  ago,  says  one  analyst,  it  set  up 
task  force  to  focus  on  getting  the  G 
contract.  It  also  has  developed  a  dire 
deposit  system  so  the  government  c 
deposit  travel  reimbursements  into  e 
ployees'  accounts.  Thomas  P.  Faccio 
an  analyst  with  S.  G.  Warburg  Seci 
ties,  favors  AmEx  to  win. 

If  he's  right,  the  contract  will  h< 
keep  AmEx'  earnings  on  the  upswing, 
the  second  quarter,  Travel  Related  S< 
vices,  AmEx'  card  division,  netted  $2 
million,  up  89%  over  1992.  Facciola  f 
ures  the  GSA  contract  would  add  abc 
S50  million  to  1994  earnings.  Kenneth 
Chenault,  president  of  AmEx'  TRS  (pa 
59),  wouldn't  comment  on  the  contrc 
bid,  except  to  say  that  winning  it  "wot 
be  a  major  benefit  for  us." 
red  tape.  Indeed,  AmEx  could  use  t 
boost  of  acquiring  860,000  new  cai 
holders.  Card  membership  has  dropp 
6.8%  since  1990,  to  34  million  at  the  e 
of  1993's  second  half.  Adding  the  G 
contract  would  more  than  offset  proje 
ed  cardholder  losses  for  this  year,  givii 
it  a  net  increase  of  about  200,000. 

There  are  some  doubts,  howevt 
about  how  profitable  the  governme 
business  is.  Red  tape  raises  cost 
What's  more,  federal  cardholders  are  f 
from  lucrative  clients.  Tlie  Xilson  ft 
port  figures  only  one-third  of  the 
charge  anything  each  month.  And 
third  of  the  ones  who  do  charge  w; 
until  their  account  is  more  than  60  da 
past  due  to  settle. 

The  GSA  also  does  not  pay  a  per-ca 
fee,  which  means  its  card  provider  a 
profit  only  from  the  fees  it  charges  m< 
chants.  Visa  USA  Inc.  and  MasterCa 
International  Inc.  banks  haven't  form 
ly  bid:  Analysts  think  they  would  lo 
money  because  they  charge  merchan 
lower  fees  than  AmEx  and  Diners  Clu 
Only  Minneapolis'  First  Bank  Syste 
seems  interested,  and  it  wants 
GSA  to  change  the  rules  to  make 
Visa  card  viable. 

As  for  AmEx,  it  has  already  ber 
fited  from  the  bidding  war  by  lear 
ing  how  to  hustle  after  a  contrai 
With  any  luck,  its  new  positive  at 
tude  will  rub  off  on  the  feds. 

By  Leah  Xathans  Spiro  with  Kelt 
Holland  in  Xew  York  arid  Mark  Lew 
in  Washington 
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"How  Do  I  Know  Which 
Mutual  Funds  May  Be 
Right  For  Me?" 

Introducing  Fidelity  FundMatch 

Fidelity's  Asset  Manager  Funds 
Make  Diversification  Simple 

Fidelity's  Asset  Manager  funds  provide  one  way 
you  can  take  advantage  of  the  benefits  of  diversi- 
fication -  with  one  simple  investment  and  no 
sales  charge.  Each  of  these  funds  is  managed 
by  professionals  who  decide  how  to  allocate 
investments  between  foreign  and  domestic 
stocks,  bonds  and  short-term/money  market 
instruments  based  on  changing  market  condi- 
tions in  accordance  with  each  funds  investment 
objective.  Sum  your  investment  in  a  Fidelity 
Asset  Manager  fund  with  just  $2,500,  or  $500 
for  an  IRA. 

If  an  asset  allocation  fund  is  what  you're 
looking  for,  the  FundMatch  Kit  can  help  you 
choose  the  Fidelity  Asset  Manager  fund  that  best 
meets  your  needs. 

It's  Easy  To  Transfer  Your  IRA 
To  Fidelity 

If  you're  looking  for  a  new  approach  to  investing 
for  retirement,  consider  moving  your  IRA  to 
Fidelity.  Call  todiy  for  a  FundMatch  IRA  Fact  Kit. 

Call  24  Hours  For  Your  FREE 
Worksheet  and  Workbook 

1-800-544-3898 

Fidelity  Investments* 

▼  Common  sense.  Uncommon  results. 

2r 

For  more  complete  information  on  any  Fidelity  fund,  including  charges,  expenses  and  applicable  redemption  fees,  call  or  write  for  a  free  prospectus.  Read 
it  carefully  before  you  invest  or  send  money  Share  prices  (except  on  monej  market  funds),  yields  and  returns  will  van,  and  you  mav  have  a  gain  or  loss 
when  you  sell  your  shares.  Fidelity  Portfolio  Advisory  Services  is  a  service  of  Strategic  Advisers,  Inc.,  a  Fidelity  Investments  company.  Portfolio  Advisory 
Services  charges  an  annual  advisory  fee  of  .25%  to  1%  depending  on  account  size.  The  minimum  investment  for  Portfolio  Advisory  Services  is  $200,000, 
$100,000  for  retirement  accounts.  Fidelity  Distributors  Corporation,  K2  Devonshire  Street,  Boston,  MA  (I'll)1). 


Fidelity's  do-it-yourself  program  helps  you  build 
a  diversified  portfolio  to  match  your  needs. 

Our  FundMatch  Kit  Has 
Everything  You  Need  To  Start 

You'll  receive  an  easy-to-use  workbook  that 
helps  you  understand 
the  importance  of 
diversification.  The 
accompanying 
worksheet  takes 
your  input  on  your  time 
horizon  and  risk  profile 
to  help  you  choose 
an  investment  mix  that 
matches  your  own 
needs.  Then,  die  FundMatch  Action  Plan  lays 
out  some  of  your  investment  options. 

There  are  many  ways  to  build  a  diversified 
portfolio.  You  can  create  a  portfolio  using 
Fidelity  mutual  funds.  Any  of  our  representatives 
can  help  you  get  started.  You  can  choose  one  of 
our  Asset  Manager  funds,  or  for  investment 
advice  and  someone  to  choose  die  funds  for 
you,  consider  Fidelity  Portfolio  Advisory  Services. 


Commentary /by  Paul  Magnusson 

NEED  AN  ECONOMIC  FORECAST?  MAYBE  THE  /  CHING  CAN  HELP 


een  thinking  that  times  are 
.hard?  Think  again.  The 
'federal  government  has 
just  completed  a  close  look  at  the 
nation's  economic  performance 
during  the  past  three  years.  The 
result:  The  largest  annual  revision 
of  data  in  two  decades.  And  the 
new  numbers  show  that  since 
1989,  the  nation's  growth,  person- 
al income,  savings,  and  profits 
have  been  far  better  than  the 
Commerce  Dept.  originally  report- 
ed (page  23). 

Leave  it  to  the  government  to 
compound  its  mistake.  Even  as 
Commerce  released  its  revised 
data,  the  White  House  was  slash- 
ing its  growth  projection  for  this 
year  from  3.1%  to  2%.  Do  they 
know  what  they're  doing  this  time 
around?  Nope.  The  White  House 
ignored  Commerce's  revised  data 
and  came  up  with  its  own  set  of 
figures.  "It  takes  a  good  bit  of 
arrogance  in  the  first  place  for 
economists  to  think  you  can  de- 
scribe a  complex  economy  in  a  set 
of  tables."  admits  former  Reagan 
White  House  economic  adviser 
William  A.  Xiskanen  Jr. 

The  trouble  is,  bad  data  can 
have  severe  consequences.  For 
companies,  inaccurate  sales  pre- 
dictions can  lead  to  exploding  inven- 
tory, layoffs,  and  plant  closings. 
The  government  can  run  off  track,  too. 
The  faulty  growth  estimates  made  dur- 
ing the  Reagan  years  helped  destroy 
any  hope  of  balancing  the  federal 
budget. 

counting  cars.  Xo  one  should  be 
more  upset  by  the  new  numbers  than 
former  President  George  Bush.  Just  as 
Bill  Clinton  was  hammering  away  at 
Bush's  economic  performance  last  fall, 
growth  was  running  at  a  blistering 
5.7%  pace,  according  to  the  latest  revi- 
sion. In  the  go-go  years  of  the  1980s, 
economic  growth  only  rarely  exceeded 
this  rate.  In  1992,  the  last  year  of  the 
Bush  Presidency,  growth  totaled  3.9%, 
not  the  3.1%  originally  believed.  Real 
disposable  personal  income  grew  2.2%, 
vs.  the  original  estimate  of  1.3% 
(chart). 

Given  this  level  of  inaccuracy,  is  it 
any  wonder  that  many  businesses 
would  just  as  soon  rely  on  seat-of-the- 
pants  projections — or  perhaps  sunspots 


or  goat  entrails — as  on  government 
bean  counting?  Weight  Watchers  In- 
ternational Inc.  of  Jericho,  N.  Y.,  which 
leases  space  for  nearly  20,000  meetings 
a  week,  is  highly  sensitive  to  economic 
downturns  that  can  slash  disposable  in- 
come. But  rather  than  track  the  official 
statistics,  Weight  Watchers  looks  to 
the  consumer-confidence  indexes  from 
the  Conference  Board  and  the  Univer- 
sity of  Michigan  for  its  planning. 
"When  we  did  an  extensive  study  to 
correlate  our  business  to  economic  sta- 
tistics, we  came  clos- 
est with  consumer 
confidence,"  explains 
Charles  M.  Berger, 
chairman  of  the  H.  J. 
Heinz  Co.  unit. 

Similarly,  auto 
companies  have  to 
base  plant-production 
plans,  equipment  pur- 
chases, staffing  lev- 
els, and  advertising 
budgets  on  sales  pro- 
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HOW  UNCLE  SAM 
FUMBLED  THE  NUMBERS 


jections,  which  in  turn  are  diet 
ed  by  the  economy.  And  revisio 
must  be  done  monthly.  But  J< 
Pitcoff,  research  and  analys 
manager  at  Ford  Motor  Co.,  h 
learned  not  to  trust  governme 
forecasts.  Government  statisti 
he  says,  "just  keep  a  lot  of  ecoi 
mists  employed"  and  a  lot  of  joi 
nalists  busy  writing  scare  hes 
lines.  Instead,  Pitcoff  monitc 
car  dealers.  "They  see  t 
changes  in  the  showroom  trafi 
so  they  sense  a  change  in  t 
economy  before  it  shows  up  in  tFft 
numbers." 

"imprecise."  There's  not  mu 
disagreement  that  the  govei 
ment  needs  to  do  better  on  t 
numbers.  A  1993  General  1 
counting  Office  report  conclud 
that  "economic  forecasting  is 
enormously  complex  and  still  i 
precise  process,"  and  it  cast  dou 
on  the  "capacity  of  any  econon 
model  to  accurately  predict  k 
turning  points."  But  even  cal« 
lating  what  has  already  happen 
in  the  past  month,  quarter, 
year  still  poses  problems  for  ec< 
omists.  particularly  in  areas  su 
as  services. 

Bush  Economic  Adviser  Mich; 
J.  Boskin  headed  up  a  task  foi 
to  try  to  improve  such  number  crun< 
ing  but  ran  into  a  major  problem:  Bi 
get  reductions  during  the  Reagan  | 
ministration  cut  back  on  funding 
economic  analysis. 

Council  of  Economic  Advisers  ch 
Laura  D 'Andrea  Tyson  doesn't  thi 
more  money  would  necessarily  he 
anyway.  "We  can  put  more  money  ii 
[economic  statistics  and  forecastin 
but  there  will  always  be  revisions, 
we  have  to  accept  the  uncertainty 
she  says.  An  interagency  task  force 
looking  at  the  pr< 
lem  anew,  she  ad 
but  there's  no  de; 
line  for  the  repc 
Meanwhile,  gove: 
ment  will  just  k( 
on  pumping  out 
tistics — and  rewriti 
history. 
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DflA:  COMMERCE  DEPT 


Magnusson  tra 
economic  issues  fr 
Washington. 


Offer  depth  and  breadth  of  services,  backed  by  capital 
strength  and  professionalism.  Apply  them  to  maximum  advantage 
in  the  client  s  best  interests.  That's  capacity. 

With  Chemicals  increasing  capital  strength,  upgrades  in  our 
credit  ratings,  and  our  formidable  market  presence,  our  capacity  to 
serve  clients  has  expanded  even  more. 


Z%  Chemical 


At  Chemical  our  capacity  supports  our  goal:  to  be  the  best  Ifo 
broad-based  financial  institution,  a  leader  in  our  chosen  marketi  r 
We  dedicate  all  our  skills  and  strengths  to  building  strong  and 
mutually  valuable  relationships  with  our  clients— as  banker, 
advisor,  and  trading  and  investment  partner. 

Our  broad-based  approach  produces  results.  For  example 


i 


! 


1993  Chemical  Banking  Corporation 


lk  first  in  the  world  in  loan  syndications,  thanks  to  structuring 
perrise  and  our  strong  emphasis  on  distribution.  As  a  natural 
tension  of  these  strengths,  Chemical  Securities  Inc.  can 
iw  underwrite  and  deal  in  all  types  of  debt  securities  in  the 
nited  States,  including  corporate  bonds. 

Chemical  also  has  leadership  positions  in  trading,  treasury, 


corporate  finance,  operating  services  and  capital  markets  activities 
worldwide.  And,  at  a  time  when  others  have  retreated  from  inter- 
national arenas,  we  have  a  global  network  across  35  countries. 

Our  growing  capacity  has  demonstrably  increased  our 
usefulness  to  our  clients.  If  you'd  like  to  test  it,  we'd  like  to 
hear  from  you. 


Expect  more  from  us.e 


Chemical  Securities  Inc  -Member  SIPC 
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WORK:  MORE  COMPLEX 
THAN  WE  THOUGHT 

How  is  the  U  S  work  force 
changing?  A  new  national  study 
of  3,718  Americans  provides 
some  surprising  answers.  Em- 
ployed women,  for  instance, 
were  found  to  do  81  %  of  their 
house  hold's  cooking  and  78% 
of  the  cleaning,  but  men  account 
lor  44%  of  elder-care  providers. 
Below,  the  percentage  of 
respondents  who  said  they: 

►  Will  work  harder       Q  A  y 
than  required  to  help  7U 
their  employers  succeed 

►  Are  under  25  with  /A 
children  and  would 
sacrifice  education  or 
career  for  family  life 

►  Say  they  are  burn-  CQ% 
ed  out  or  stressed  by  J/ 
their  work 


►  Prefer  to  work  with 
people  like  themselves 


52 


►  Have  experienced 
downsizing  at  work 
in  the  past  year 


42 


►  Have  experienced  07% 
racially  motivated 
on-the-job  discrimination 

►  Would  trade  salary  O  O  y 
and  other  benefits  for  ^0 
employer-sponsored 

child  care  near  work 

►  Measure  their 
success  at  work  by 
the  money  they  make 

DMA  FAMILIES  &  WORK  INSTITUTE 


AMERICAN  AIRLINES 
PICKS  UP  THE  AX 


►  Some  American  Airlines  em- 
ployees face  a  gloomy 
Thanksgiving.  The  company 
on  Sept.  1  announced  plans 
for  more  cutbacks  by  the  end 
of  November.  The  number  of 
management  jobs  to  go  is  still 
uncertain  but  likely  won't  top 
last  year's  665,  the  company 
says.  Substantial  non- 
management  layoffs  are  ex- 
pected in  1994. 

AMR  says  it  also  is  consider- 
ing spinning  off  its  airline, 
technology,  and  aviation-ser- 
vices businesses  into  separate 
units.  The  nonairline  opera- 


tions are  expected  to  show  a 
$250  million  operating  profit 
this  year,  vs.  a  $107  million 
loss  for  the  airline,  says 
NatWest  Securities  analyst 
Michael  Derchin.  AMR  says 
the  restructuring  is  one  of 
many  options,  and  that  no  de- 
cision is  likely  before  yearend. 


IS  FUJI  DUMPING 
—OR  COMPETING? 


►  Is  it  illegal  dumping  or  an- 
other case  of  whining  by  a 
besieged  U.  S.  company?  On 
Aug.  31,  Eastman  Kodak  filed 
a  complaint  against  archrival 
Fuji  Photo  Film,  claiming  that 
Fuji  sells  color  photographic 
paper  in  the  U.  S.  for  as  little 
as  a  quarter  of  its  price  in 
Japan.  But  industry  insiders 
say  Kodak  has  been  just  as 
aggressive  in  its  U.  S.  pricing 
as  Fuji.  After  falling  for 
years,  Kodak's  market  share 
in  the  U.  S.  has  held  at  about 
58%  since  1987,  says  Don 
Franz,  publisher  of  Interna- 
tional Photo  Processing  In- 
dustry Report.  Fuji's  share, 
at  17%,  has  grown  slightly. 


MAXWELL  SELLS  ITS 
STAKE  IN  TEXTBOOKS 


►  The  latest  Maxwell  deal: 
McGraw-Hill,  the  parent  of 
BUSINESS  WEEK,  signed  a  let- 
ter of  intent  on  Aug.  26  to 
pay  $337.5  million  in  cash  for 
Maxwell  Communication's 
50%  interest  in  Macmillan/ 


ZERO  TOLERANCE  IN  JAPAN 


The  gods  seem  to  have  deserted 
Haruki  Kadokawa.  The  51-year- 
old  media  magnate,  who  pro- 
claimed himself  a  devout  Shinto- 
ist  after  surviving  a  1975  boat 
accident,  was  arrested  Aug.  28 
on  suspicion  of  dispatching  a 
worker  to  the  U.  S.  to  smuggle 
cocaine  back  to  Japan.  There  is 
little  tolerance  for  illegal  drugs 
in  Japan,  and  the  arrest  created 
a  sensation,  with  newscasters 
reporting  live  from  Kadokawa's 
home  at  1  a.m.  as  police  arrived. 

But  the  family-controlled  Kadokawa  Shoton  Publishing 
moved  swiftly  to  control  the  damage,  and  the  scandal  proba 
won't  cut  far  into  earnings.  Executives  met  the  next  day 
scheduled  a  full  board  meeting  to  remove  Kadokawa  as  pr 
dent.  In  face-saving  moves,  the  company  bought  ad  space  f 
public  apology  and  shut  down  Rex,  its  dinosaur  movie 
Otherwise,  Kadokawa's  $550  million  business  is  unaffecte 


KADOKAWA:  WAS  COKE  111 


McGraw-Hill  School  Publish- 
ing. The  unit  was  a  joint  ven- 
ture, formed  with  Macmillan 
in  1989. 


THE  UAW  NAMES  FORD 
ITS  WARM-UP  NUMBER 


►  The  United  Auto  Workers 
picked  a  strike  target  but  set 
itself  up  for  a  tougher  en- 
counter down  the  road.  The 
union  will  negotiate  first  with 
Ford  in  talks  to  replace  the 
labor  pact  that  expires  Sept. 
14  with  the  Big  Three.  But 
Ford  has  a  flush  pension  fund 
and  doesn't  plan  many  lay- 
offs, so  it  can  be  relatively 
generous   with  retirement 


*8> 


funds  and  job-security  pr 
ises.  That  means  an  acc 
between  Ford  and  the  U 
could  be  difficult  for  Gen 
Motors  to  match.  GM  has  a 
billion-plus  shortfall  in  its 
sion  plan  and  must  get  rid 
tens  of  thousands  of  work 
in  the  next  few  years. 


$3  BILLION  FOR 
ASBESTOS  VICTIMS 


►  It  was  a  decade  in  comii 
but  Fibreboard  and  its  ins 
ers  seem  ready  to  resolve 
manufacturer's  asbestos-] 
gation  woes.  The  company 
nounced  on  Aug.  30  that  C 
Financial  and  Chubb  I 
agreed  tentatively  to  \ 
aside  $3  billion  to  pay  for 
pending  and  future  clai 
brought  against  Fibrebo: 
by  victims  of  asbestos  ir 
ries.  The  settlement  creai 
one  of  the  largest  sinjl 
funds  for  asbestos  victims! 
U.  S.  history. 

No  such  luck  for  Exxon.  1 
surers,  including  Lloyd's  id 
London,  are  suing  the  oil  ccl 
pany  in  an  effort  to  avoid  pi 
ing  claims  related  to  the  llj8 
Valdez  oil  spill  in  Alaska.  l|fr 
xon  sued  more  than  250  ins'- 
ers  on  Aug.  4,  seeking  to  s 
cover  some  portion  of  its  $1 
billion  in  expenses  from  e 
accident. 
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We're  converting  our 
defense  electronics  to 
create  smart  highways 
for  tomorrow. 


Rockwell  battles  gridlock 
with  military  technology. 


Today  U.S.  cities  are  enlist- 
ing Rockwell's  expertise  in 
sensors,  signal  processing, 
communications  and  software 
to  develop  new  transportation 
systems  that  will  eliminate 
highway  congestion,  reduce 
pollution  and  increase  safety. 

Rockwell  is  converting  its 
defense  technology  to  numer- 
ous commercial  needs. 
From  adapting  GPS  systems 
to  revolutionize  civilian  and 


commercial  navigation.  To 
applying  rocket  engine  tech- 
nology to  increase  the  speed 
of  our  printing  presses.  And 
using  Computational  Fluid 
Dynamics  to  streamline  sun- 
roof designs. 

Rockwell  constantly  seeks 
new  ways  to  best  serve  its 
customers.  Finding  new  routes 
to  leadership  in  the  Electronics, 
Aerospace,  Automotive  and 
Graphics  markets  we  serve. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


.n  100  countries, 
business  turns  to  Unisys  to  help 
the  wheels  of  business  turn. 


Some  people  believe  business 
makes  the  world  go  round.  But  who  helps 
business  go  round?  For  thousands  of 
companies  and  governments  around  the 
world,  the  answer  is  Unisys. 

One  hundred  forty  airlines  rely  on 
Unisys  information  systems  for  bookings, 
departure  control,  and  flight  operations. 

Over  80%  of  the  world's  largest 
banks,  including  nine  of  America's  top 
ten  and  every  one  of  Japan's  top  ten, 
count  on  our  systems  for  branch  automa- 
tion, check  processing,  funds  transfer, 
and  more. 

Telecommunications  companies 
across  the  globe  turn  to  us  for  revenue- 
generating  enhanced  services. 

And  in  the  business  of  govern- 
ment, over  1,600  government  agencies 
worldwide  depend  on  Unisys  computers. 

There  is  a  term  for  all  this: 
mission  critical.  Solutions  without 
which  a  business  cannot  do  business. 
Sixty  thousand  customers  in  100  coun- 
tries recognize  Unisys  as  a  leader  at 
delivering  mission-critical  solutions.  And 
as  a  pioneer  at  delivering  them  on  open 
information  networks. 

Our  customers  choose  us  not  only 


for  the  strength  of  our  technology,  but 
also  for  our  ability  to  apply  it  through  a 
careful  understanding  of  their  indus- 
tries. And  whatever  their  industries, 

UNISYS 

We  make  it  happen. 


they  know  us  for  the  depth  of  our  com- 
mitment to  providing  the  services  behind 
the  systems. 

Now  it's  your  turn.  Call  us  at 
1-800-874-8647,  ext.  180.  Ask  how  the 
advanced  solutions  and  dedicated  people 
of  Unisys  can  help  your  business  shift 
into  a  higher  gear. 


©1992  Unisys  Corporation 


EDITED  BY  STEPHEN  H.  WILDSTROM 


HE  RELIGIOUS  RIGHT 
ADDLES  UP  A  TROJAN  HORSE 


b>  alph  Reed  saw  the  light  just  after  Bill  Clinton  took  of- 
j  9  fice.  The  executive  director  of  the  Christian  Coalition 
had  commissioned  a  poll  on  what  issues  were  most 
portant  to  church-going  voters.  It  turned  out  that  they, 
3  other  Americans,  worried  about  the  economy,  taxes,  and 
ication.  Religious  right  hot  buttons  were  way  down  the  list, 
;h  abortion  ranking  8th  and  gay  rights  a  distant  12th. 
Reed  realized  that  his  Virginia  Beach  (Va.)  organization,  the 
itical  arm  of  religious  broadcaster  Pat  Robertson's  move- 
nt, had  to  change  if  it  was  to  progress  from  faction  to  po- 
cal  powerhouse.  "Our  message  has  been 
ected  too  long  at  our  donor  base  and 
t  at  the  public,"  Reed  concedes. 
oader  appeal.  The  result  has  been  a 
jtorical  transformation  on  the  GOP's  right 
nk.  Christian  conservatives  are  soft-ped- 
ng  divisive  social  issues  and  pressing  a 
3-ader  agenda  concerned  less  with  "fam- 
values"  than  the  economic  needs  of 
nilies.  Top  priorities  include  bigger  tax 
eaks  for  families  with  children,  opposi- 
n  to  all  new  taxes,  and  vouchers  parents 
aid  use  to  pay  for  religious  or  other  pri- 
te  schools.  As  Republican  consultant 
rol  Whitney  puts  it:  "The  easiest  way  to 
person's  heart  is  through  their  wallet." 
The  religious  right's  transfiguration  is 
ucial  to  the  GOP's  future.  Three  decades  after  Barry  Gold- 
iter's  Presidential  campaign  first  split  fundamentalists  from 
eir  Democratic  roots,  Christian  conservatives  have  become 
e  most  loyal  of  Republicans.  But  many  in  the  GOP,  especial- 
suburban  moderates,  are  uneasy  with  their  religious  allies, 
fter  the  '92  convention,  they  were  branded  as  extremists," 
ys  University  of  Virginia  political  scientist  Larry  Sabato. 
'hey  have  to  change  if  they  are  to  remain  as  players." 
A  shift  to  economic  populism  gives  the  Christians  much 
•oader  appeal.  "The  religious  right  sees  that  the  economic 
essage  worked  for  the  Democrats,"  says  Democratic  media 


ROBERTSON:  AN  ECONOMIC  POPULIST? 


consultant  Dawn  Laguens.  "Even  though  [fundamentalists] 
have  been  portrayed  as  wacky  and  kooky,  people  in  the  polit- 
ical center  are  saying,  'Talk  about  things  important  to  my  life, 
and  I  will  listen.' " 

The  most  visible  example  of  the  Christian  Coalition's  new 
emphasis  was  its  role  in  this  year's  budget  fight.  The  group 
fought  hardest  against  Clinton's  tax  increases,  not  his  support 
for  gays  in  the  military  or  even  funding  of  abortions.  The  co- 
alition targeted  moderate  to  conservative  Democrats  by  run- 
ning commercials  in  their  districts.  The  pressure  led  some 
members,  including  Representative  Charles 
W.  Stenholm  (D-Tex.),  to  abandon  their 
support  for  the  White  House  on  the  crucial 
vote.  In  Virginia,  meanwhile,  home-school- 
ing advocate  Mike  Farris  won  the  GOP 
nomination  over  a  pro-choice  moderate. 
Although  he  once  called  public  schools 
"godless  abominations,"  Farris  has  mod- 
erated his  tone  for  the  general  election, 
stressing  secular  issues  such  as  taxes,  ed- 
ucation, and  crime. 

BIGGER  TENT.  "What  they're  doing  is  very 
astute,"  says  conservative  Republican  oper- 
ative Greg  Mueller.  "They're  expanding 
their  tent  without  sacrificing  their  princi- 
ples." Critics  complain  that  the  leopard 
hasn't  changed  its  spots,  dismissing  the 
religious  right's  metamorphosis  as  an  attempt  to  hide  hard-line 
social  positions.  "It's  clearly  a  tactic  to  make  them  more  ac- 
ceptable to  voters,"  says  moderate  GOP  consultant  Whitney. 
"Most  people  don't  want  religious  groups  running  things." 

Reed  insists  that  the  fundamentalist  Christian  pols  will 
never  abandon  their  tenacious  opposition  to  abortion,  gay 
rights,  and  sex  education.  But  don't  be  surprised  to  hear 
more  about  health  care  and  middle-class  tax  cuts  than  condoms 
and  obscene  art.  As  the  religious  right  is  learning,  you  can't 
save  souls  unless  you  first  save  jobs. 

By  Richard  S.  Dunham 


APITALWRAPUPI 


INTiTRUST 


Fhe  aggressive  approach  of  Justice 
Dept.  trustbuster  Anne  K.  Binga- 
nan  is  setting  off  a  turf  fight  between 
Justice  and  the  Federal  Trade  Com- 
mission. The  two  agencies  share  juris- 
diction, but  usually  only  one  will  con- 
sider any  case.  Bingaman  created  a 
stir  in  July  when  she  moved  to  take 
over  an  investigation  of  Microsoft  Corp. 
after  the  FTC  deadlocked.  Now,  the  FTC 
is  moving  in  on  a  high-profile  merger 
that  Justice  had  been  studying— Home 
Shopping  Network  Inc.'s  proposed  $L2 
billion  takeover  of  QVC  Network  Inc. 
Justice  claimed  jurisdiction  because  it 
had  earlier  approved  another  merger 


involving  HSN.  But  sources  say  the  FTC 
has  assumed  the  case  because  it  is 
probing  a  related  matter  involving  the 
parties.  The  rivalry  is  bad  news  for 
business,  which  has  gotten  used  to  any 
proposed  deal  being  reviewed  only  by 
one  agency. 

COUPLES  

Senator  Thomas  A.  Daschle  (D-S.  D.) 
and  his  wife  are  joining  the  Clinton 
Administration's  growing  list  of  power 
couples.  Linda  Daschle,  who  now 
serves  as  senior  vice-president  of 
the  American  Association  of  Airport 
Executives,  is  expected  to  be  named 
deputy  chief  of  the  Federal  Aviation 
Administration. 


SENATORS 


It  was  a  tough  choice  at  the  time, 
but  it's  looking  like  Senator  Dianne 
Feinstein  (D-Calif.)  made  the  right 
move  last  year.  Feinstein  passed  up  a 
shot  at  a  six-year  seat  to  run  for  the 
two  years  remaining  in  the  Senate 
term  of  Republican  Governor  Pete  Wil- 
son. Her  first  payoff  was  an  easy  ride 
to  the  Democratic  nomination.  Now, 
Feinstein  appears  well-positioned  to 
win  a  full  term  next  year.  A  recent 
Field  Poll  shows  her  with  leads  of  25 
to  31  percentage  points  against  likely 
GOP  challengers,  who  include  Repre- 
sentatives Robert  Dornan  and  Christo- 
pher Cox. 


.SHINGTON  OUTLOOK 
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The  Client/Server  Soli 
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The  SAS  System  tor  Information  Delivery 
is  a  new  concept  in  client/server  software.  It 
provides  workable  strategies  for  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  System  strategy  for  universal  data 
access  makes  it  easy  to  reach  all  your 
diverse  "islands  of  information"— including 
host  system  files,  flat  files, 
and  corporate  DBMS's  such  % 
as  DB2 ','  ORACLE: 
and  dBASEf 


■ 

■ 


! 
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An  exclusive  MultiVendor  Architectu 
is  behind  the  SAS  System's  strategy  for 
hardware  independence.  Applicati 
run  the  same  way  across  PCs,  workstati- 
and  host  systems  —  making  true  client/s< 
computing  a  reality  while  exploiting  the 
particular  strengths  of  each  platform. 

Address  the  needs  of  users  at  every 
with  the  SAS  System's  strategy  for  inte; 
versatility.  An  EIS  interface  puts  decisi 
makers  in  command  of  the  facts— wheni 
need  them.  There's  also  a  task-oriented 
menu-driven  interface  for  business 


And 


n  for  EIS  and  Beyond 


ts. . .  plus  object-oriented  and  full- 
on  programming  environments  for 
ations  developers, 
le  SAS  System's  applications 
ration  strategy  provides  one  seamless 
)ii  for  virtually  any  application  that 
es  accessing,  managing,  analyzing,  or 
iting  data.  Choose  integrated  tools  for 
an  support,  reporting,  financial 
is,  market  research,  project 
>ement, quality  improvement, 
lore.  All  backed  by  SAS  Institute 
vital  force  in  the  information 


Parker  Equipment  &  Services 
U.S.  Regional  Territories 


Select  Region  to  View  Detail 


industry  with  a  strong  commitment  to 
helping  you  succeed  — and  an  unrivaled 
dedication  to  training,  documentation, 
technical  support,  and  consulting  services. 

See  for  yourself  how  the  SAS  System 
of  software  brings  out  the  best  in  your 
hardware  and  the  people  who  use  it.  Just 
give  us  a  call  at  919-677-8200  for  a  free 
video,  plus  details  about  a  free  software 
evaluation. 


SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


sas  is  .i  registered  trademark  of  SAS  Institute  Inc 
Copyright "  H993  by  sas  Institute  fnc 
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nternational  Business 


JAPAN  STARTS  TO 
CHANGE  THE  RULES... 


i-j' 

tore 


DISTRIBUTION  20-metric-ton  load  limit  on  trucks  will  be  lifted 


COMMUNICATIONS  Cellular  phones  may  be  purchased  by  users  in- 
stead of  leased 


RETAILING  Supermarket  hours  ex- 
tended and  liquor  license  rules  eased 

FINANCE  Greater  foreign  access  to 
government  pension  funds 

CONSTRUCTION  Easing  of  restric- 
tions on  imported  building  materials 

...BUT  THERE'S 
A  LONG  WAY  TO  GO 


We  01 
ierep 


LAND  POLICY  Zoning,  taxes,  and  permits  discourage  housing  con- 
struction and  make  it  more  expensive 


fence 


TRADE  Customs  procedures  slow  down  imports  and  increase  their 
cost  to  consumers 


IS 


TRANSPORTATION  Regulation  makes  domestic  air  fares  among  thejj 
world's  most  expensive 


PHONES  ARE  ONE  INDUSTRY 
THAT'S  RIPE  FOR  REFORM 


LAW  Foreign  law  firms  can't  form  partnerships  with  or  hire  Japa- 
nese attorneys,  nor  can  they  operate  under  their  own  name 
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WELL, 

IT'S  A  START 


Japan  talks  deregulation  at  last — and  more  changes  may  be  coming 


Yukio  Higuchi,  the  65-year-old 
owner  of  a  discount  liquor  chain 
in  Tokyo,  has  for  years  wanted  to 
build  his  own  microbrewery.  But  a  gov- 
ernment requirement  that  any  brewery 
must  produce  at  least  525,000  gallons  a 
year  made  that  too  costly  for  Higuchi 
and  other  would-be  brewers.  The  regula- 
tion has  effectively  protected  the  monop- 
oly of  Japan's  four  beermakers  and 
helps  explain  why  Japanese  quaffers 
pay  $13  a  six-pack. 

Now,  Higuchi  may  get  his  chance  to 
make  some  home  brew.  Taking  a  step 
toward  deregulation,  Japanese  bureau- 
crats are  proposing  to  liberalize  or  abol- 
ish 59  rules  that  restrict  business  activi- 
ty, hamper  market  entry,  discourage 
consumption,  or  keep  prices  artificially 
high  (table).  The  bureaucrats  delivered 
the  list  of  suggested  reforms  to  econom- 


ic ministers  on  Aug.  31,  just  12  days 
after  the  new  government  of  Prime  Min- 
ister Morihiro  Hosokawa  ordered  them 
to  do  so.  Among  the  changes  is  a  com- 
mitment to  reduce  the  minimum-capacity 
requirement  for  brewers.  Higuchi  is  hap- 
py. "I'm  expecting  a  lot  from  Ho- 
sokawa," he  says.  "He  has  spoken  out 
against  overregulation  for  a  long  time." 
urgent  need.  Hosokawa,  who  has  held 
office  for  less  than  a  month,  is  pushing 
even  harder  than  many  expected  for  de- 
regulation in  the  face  of  the  Japanese 
economy's  continuing  deceleration  and 
the  growing  diplomatic  damage  of  its 
intractable  trade  surplus.  The  gross  na- 
tional product  may  rise  by  less  than  1% 
this  year,  and  the  current-account  sur- 
plus could  reach  $160  billion.  Hosokawa 
hopes  deregulation  will  stimulate  eco- 
nomic activity  and  pass  along  the 


(-31 

id  of 


is  \n 


benefits  of  a  rising  yen.  That  presi  argu- 
ably should  translate  into  strong 
imports. 

Corporate  Japan  is  already  push 
for  more.  Just  one  day  after  the  pacta  :. 
was  announced,  five  major  economic 
ganizations  issued  a  29-page  respo 
that  included  an  "urgent  demand" 
more  aggressive  reform  and  a  new  g 
ernment  agency  to  push  it.  Their  30 
sired  reforms  ranged  from  lifting  lo( 
government  restraints  on  large  stores  sen 
eliminating  curbs  on  helicopter  impoi 
There  seems  little  doubt  that  this  sort 
pressure  will  lead  to  another,  more  s 
nificant  round  of  deregulation  wit 
months. 

Indeed,  even  Hosokawa's  chief  cabi 
secretary  hinted  that  the  proposed 
form  package  comes  up  short.  That's  ! 
surprising,  since  Hosokawa  has  mad( 
clear  that  he's  looking  for  deep  and  d 
matic  change,  which  requires  more  tr 
12  days'  deliberation.  To  help  get  it,  ht 
eager  to  join  forces  with  big  busine 
Hosokawa  is  asking  Gaishi  Hiran 
chairman  of  Japan's  most  powerful  bi 
ness  federation,  Keidanren,  to  heaoa 
new  blue-ribbon  commission  on  struct! 
al  reform.  This  would  be  an  effort  1 
the  scale  of  the  Maekawa  Report  i 
1986,  which  called  for  Japan  to  thrfl 
open  its  markets  and  spur  domestic  ^ 
mand.  But  implementation  of  those  rf- 
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>ns  has  been  slow.  And  a  much 
lger  Prime  Minister  than  Ho- 
,wa — namely,  Yasuhiro  Nakasone — 
t  get  very  far  in  this  mid-1980s  at- 
t  to  rein  in  bureaucracy, 
regulation  could  pay  off  big,  if  it  is 
ed  far  enough.  Yoshikazu  Kano, 
dent  of  the  independent  Research 
tute  on  the  National  Economy,  says 
deregulation  "can  have  a  quick  im- 
Deregulating  the  beer  and  mobile- 
e  markets  and  increasing  the  ratio 
lilding  space  to  land  would  generate 
capital  spending  "tomorrow,"  he 

»T  STEP."  Unfortunately,  many  of 
iroposed  changes  in  the  initial  pack- 
are  vague  and  could  take  many 
,hs  to  bring  about  because  of  en- 
:hed  opposition.  The  package  also 
5  many  reforms  that  analysts  view 
ey  to  a  true  overhaul  of  Japan's 
,  oppressive  regulations  and  prac- 
.  Those  include  perverse  land  and 
Stance  taxes,  so-called  administra- 
guidance  by  bureaucrats,  and  entry 
iers  to  the  telephone  and  broadcast 
cets.  What's  more,  the  "menu"  of 
rms  doesn't  include  a  timetable.  "It 
a  mistake  to  ask  the  bureaucrats  to 
ose  deregulation,  because  they're 
nst  it,"  says  Kano.  "We  have  to 
this  as  only  a  first  step." 
ill,  the  package  includes  plenty  of 
alizing  appetizers.  Trucks'  load  limit 
0  metric  tons  will  be  lifted,  improv- 
cargo-handling  efficiency.  Consum- 
will  be  able  to  buy  pocket  phones 
;ad  of  leasing  them  at  exorbitant 
s.  Supermarkets  no  longer  will  have 
ose  at  7  p.m.,  observe  a  certain  num- 
of  holidays,  or  wait  three  years  for  a 
Dr  license.  Taxi  drivers  and  fleet  op- 
ors  will  be  able  to  set  their  own 
s.  Foreign  money  managers  can  look 
rard  to  greater  access  to  govern- 
t  pension  funds. 

restern  executives  in  Japan  are  re- 
ading guardedly  to  the  reforms, 
ere  are  many  regulations  that,  if  re- 
•d,  would  make  life  easier  for  us," 
;  a  senior  manager  at  a  major  U.  S. 
l-tech  firm  in  Tokyo.  But,  he  notes, 
ire's  an  unrealistic  belief  by  Wash- 
,on  that  deregulation  will  necessarily 
)  Americans  gain  access."  He  sug- 
ts  that  collusive  old-boy  networks 
Id  still  stymie  foreign  entry, 
he  true  test  of  the  new  government 
be  how  far  and  fast  it  can  move 
ond  this  initial  and  modest  set  of  re- 
us. Bureaucrats,  strong  and  savvy, 
'e  staked  out  their  ground.  Ho- 
awa's  difficult  challenge  is  somehow 
reassert  political  dominance  over 
se  intransigent  civil  servants  who 
e  served  Japan  so  well  over  the 
trs  and  force  them  into  more  gut- 
Jnching  changes. 

By  Robert  Neff  in  Tokyo 


HONG  KONG I 


WEST  WASN'T  BEST 
FOR  LI  KA-SHING 


Hutchison's  chief  is  pointing  the  conglomerate  back  toward  Asia 


■  t  was  the  passing  of  another  English- 
Bbom  taipan  from  the  Hong  Kong 
I  scene.  On  Aug.  31,  Simon  Murray, 
managing  director  of  conglomerate 
Hutchison  Whampoa  Ltd.,  announced  his 
plans  to  step  down.  He's  expected  to 
head  Deutsche  Bank's  Southeast  Asia 
operations. 

Murray's  exit  is  a  sign  of  Chairman  Li 
Ka-shing's  readiness  to  accelerate 
Hutchison's  push  into  Asia.  He's  doing 
that  by  putting  close  Chinese  associates 
and  family  members  in  the  company's 
top  slots.  Hired  in  1984  by  Li,  Murray 
helped  build  a  world-class  $3  billion  com- 


Li  steered  clear  of  China  after 
Tiananmen  Square — but  his  Western 
ventures  were  disappointments 


pany  that  will  post  $790  million  in  net 
profits  this  year.  But  with  billionaire  Li's 
sons  Richard  and  Victor  both  in  their 
twenties  and  eager  to  inherit  the  mantle, 
the  53-year-old  Murray  knew  his  days 
were  numbered. 

Murray  fought  in  the  French  Foreign 
Legion  in  Algeria  before  joining  British 
trading  house  Jardine  Matheson  &  Co. 
and  eventually  Hutchison.  He  won  ku- 
dos for  everything  from  encouraging  tal- 
ented executives  to  showing  respect  to 
janitors.  Yet  behind  the  scenes,  Murray 
also  voiced  his  support  for  the  British- 
style  rule  of  law  in  Hong  Kong,  and 
worried  about  corruption  seeping  in 
from  the  mainland  after  1997.  Some  of 
his  opinions  undoubtedly  clashed  with 
others.  One  admirer  even  admitted  that 
"he  just  may  be  the  wrong  guy  for  the 


times."  Murray  declined  to  comment. 

Murray's  replacement,  Canning  Fok, 
is  Li's  specialist  in  finance.  But  it's  wide- 
ly acknowledged  that  Fok  is  holding  a 
seat  for  Richard  Li,  the  tycoon's  youn- 
ger son,  who  was  named  deputy  chair- 
man. The  Stanford  University-educated 
Richard  is  often  described  as  arrogant, 
but  he  also  gets  credit  for  developing 
Star  TV,  the  satellite  network  sold  to 
Rupert  Murdoch  for  $525  million. 

Murray's  departure  not  only  clears 
the  way  for  the  younger  Lis.  It  may  also 
mark  a  new  direction  in  strategy.  In  the 
past  six  months,  Li  has  shifted  invest- 
ments away  from  the  West  back  to 
Hong  Kong  and  China.  And  with  1997 
approaching,  Hutchison  just  may  feel 
the  need  to  have  Mandarin-speaking  Chi- 
nese executives  at  the  helm.  "It's  clear 
that  the  more  Hutchison  goes  into  Chi- 
na, the  more  it  will  want  to  have  Chinese 
people  at  the  top,"  says  one  analyst, 
superman.  Li  wasn't  always  so  taken 
with  Beijing.  After  the  Tiananmen 
Square  massacre  in  1989,  he  steered 
clear  of  China.  By  then,  the  company 
had  already  purchased  a  hefty  stake  in 
Canada's  Husky  Oil  Ltd.,  and  it  further 
diversified  when,  under  Murray's  direc- 
tion, Hutchison  Telecommunications  Ltd. 
moved  into  Britain  and  Australia.  Both 
ventures  proved  problematic.  Only  this 
year  will  Husky  turn  a  profit,  after  ma- 
jor write-offs.  Hutchison  Telecommuni- 
cations (U.  K.)  Ltd.  remains  saddled  with 
heavy  costs  from  building  up  a  British 
network. 

By  contrast,  Li — whose  nickname  is 
Superman — now  seems  very  much  at 
home  in  China.  Through  Hutchison's 
Hong  Kong  International  Terminals  Ltd. 
(HIT),  the  company  recently  signed  joint- 
venture  agreements  for  major  port  proj- 
ects in  Shanghai  and  Zhuhai.  Says  Peter 
Churchhouse,  chief  of  equity  research  at 
Morgan  Stanley  Asia  Ltd.:  "If  Hutchison 
can  get  its  hooks  on  [mainland  ports], 
they've  locked  up  the  fastest-growing 
economy  in  the  whole  world." 

The  company  is  also  developing  real 
estate,  a  toll  road,  a  power  plant,  and 
retailing  ventures  in  China.  Although 
China  accounts  for  less  than  one  percent 
of  Hutchison's  income,  that  figure  is  ex- 
pected to  skyrocket.  China  is  clearly 
Hutchison's  future.  And  Superman  and 
his  sons  will  be  there  to  profit  from  it. 

By  Joyce  Barnathan,  with  Dave 
Lindorff,  in  Hong  Kong 


MATIONAl  BUSINESS 


BUSINESS  WEEK/SEPTEMBER  13,  1993  49 


I 


[ 


international  Business 


CHINA  I 


WHAT  COUNTRY  HAS  A  COMPUTER 
FOR  EVERY  6,000  PEOPLE? 


China's  market  potential  is  huge,  and  AST  is  way  ahead  of  the  pack 


Sometimes,  it  pays  to  pioneer.  Six 
years  ago,  giants  IBM,  Compaq, 
and  Apple  Computer  thought  Chi- 
na wasn't  ready  for  personal  computers. 
That  left  an  opening  for  AST  Research 
Inc.,  an  Irvine  (Calif.)  company  that  had 
yet  to  make  an  impact  on  the  U.  S.  com- 
puter scene.  But  AST  was  already  adver- 
tising in  Chinese  computer  magazines 
and  shuttling  managers  to  China  to  dem- 
onstrate its  products.  Those  early  ef- 


too.  "China  is  becoming  the  most  impor- 
tant market  in  Asia,"  says  Ken  Koo, 
Hewlett-Packard  Co.'s  director  of  com- 
puter products  for  North  Asia. 

China's  economy  is  growing  at  a  dou- 
ble-digit clip,  but  the  country  still  has 
only  1  computer  for  every  6,000  people. 
(The  U.  S.  has  1  for  every  4.)  The  Chi- 
nese PC  market  will  expand  22.4%  a  year 
for  the  rest  of  the  decade,  forecasts  In- 
ternational Data  Corp.  And  because  the 


AST  Enters  $16  million  joint  venture  to 
produce  100,000  PCs  next  year 


COMPAQ  Gains  production  capacity 
and  distribution  through  a  joint  venture 
with  Beijing  Stone  Corp.,  China's  lead- 
ing computer  company 


APPLE  Has  launched  PCs  based  on  its 
Chinese-language  operating  system 


IBM  Introduces  its  new  and  cheaper 
ValuePoint  PCs  as  part  of  a  drive  to  in- 
crease sales  in  China  by  50%  annually 


DATA:  BUSINESS  WEEK 


U.S.  MAKERS  ARE  MOPPING  UP  IN  CHINA, 
WHERE  THEY  HAVE  70%  OF  THE  MARKET 


forts  worked:  Last  year,  AST's  Chinese 
sales  hit  $118  million,  accounting  for 
more  than  25%  of  China's  PC  market. 

Now,  the  rest  of  the  pack  is  hot  on 
AST's  heels.  Most  of  the  big  U.  S.  players 
are  on  the  move  (table).  Compaq  Com- 
puter Corp.  recently  formed  a  joint  ven- 
ture to  build  and  distribute  30,000  PCs  a 
year  in  China.  Apple,  IBM,  and  Hewlett- 
Packard  have  extensive  Chinese-lan- 
guage software-development  programs 
and  see  China  as  a  top  priority  for  PCs, 


hottest  demand  is  in  such  fields  as  fi- 
nance, heavy  industry,  and  transporta- 
tion, even  Beijing's  efforts  to  slow  down 
the  overheated  economy  aren't  expected 
to  hurt.  That's  good  for  U.  S.  companies, 
which  account  for  some  70%  of  sales. 

Americans  have  taken  the  lead  despite 
obstacles  in  Washington.  Cold  war  re- 
strictions imposed  by  the  17-nation  Coor- 
dinating Committee  for  Multilateral  Ex- 
port Controls  (COCOM)  prevent  U.  S. 
makers  from  selling  computers  with 
high-end  components  to  China.  Digital 
Equipment  Corp.,  for  one,  says  the 
curbs  are  crimping  its  growth  there. 
Other  manufacturers  fear  that  their  new 
computers  based  on  advanced  chips  will 
also  be  shut  out  of  the  market  unless 
the  restrictions  are  lifted.  Help  may  be 
on  the  way.  In  late  August,  the  Com- 
merce Dept.  lifted  some  restrictions,  al- 


lowing export  of  such  products  as  I 
AS/400  midrange  machines.  The  Cli: 
Administration  is  expected  to  pro] 
easing  other  curbs  as  early  as  this 

That  should  help  U.  S.  makers  mo] 
in  PCs.  After  a  sluggish  start  in  CI 
even  IBM  is  getting  its  act  together 
1990,  it  became  the  first  U.  S.  comf 
to  open  a  PC  assembly  plant  in  CI 
But  its  machines  were  expensive  an( 
compatible  with  popular  Chinese- 
guage  software  applications.  Now 
has  introduced  its  cheaper  PS  V" 
Point  PCs  and  expanded  distribution 
servicing.  Big  Blue  officials  say  the 
confident  they  can  increase  sales, 
mated  to  be  $20  million,  by  up  to 
annually  over  the  next  few  years. 
tough  characters.  The  key  to  conq 
ing  China  may  be  software.  IBM, 
and  others  are  racing  to  develop 
nese-language  software.  Apple  air 
is  selling  computers  with  operating 
terns  in  Chinese.  "We  have  somet 
our  competitors  don't:  a  completely 
nese  PC,"  says  Apple's  Far  East  spo 
man  Donald  Cheung. 

AST  hopes  to  remain  the  leader  in 
na  by  establishing  a  local  capabilit 
production  and  design.  This  monti 
expects  to  launch  a  joint  venture  to  b  I 
a  $16  million  plant  to  churn  out  100,  I 
PCs  a  year.  AST  also  hopes  to  introd  I 
tablet-based  PCs,  which  allow  users  [ 
enter  data  by  writing  on  the  screen  b 
stead  of  typing.  Since  Chinese  has  tl  t 
sands  of  characters,  keyboards  are  d 
cult  to  use.  AST  wants  to  play  a  big 
helping  schools,  hospitals,  and  srra 
companies  to  computerize.  "We 
planting  our  roots  so  that  we  can  1 
the  development  of  the  market,"  s 
AST  President  Safi  U.  Qureshey. 

Likely  Asian  rivals  have  been  slo 
respond  to  the  American  push.  Taiw 
computer  companies  have  been 
strained  by  their  government.  So 
Taiwanese  leader  Acer  Inc.  has  won 
mission  only  to  set  up  a  $5  million  fa 
ty  to  make  keyboards  and  monit 
Acer  is  also  having  difficulty  fin 
partners  willing  to  get  into  major 
production  schemes.  Mainland  offic 
"are  looking  for  someone  like  IBM 
Compaq  to  come  in  big,"  says 
Chairman  Stan  Shih. 

Several  Japanese  computer  compa 
are  starting  to  use  Chinese  labor  to 
sign  software.  But  in  key  technology 
such  as  software  and  microprocess<| 
they  are  far  behind  the  Americans, 
result,  the  door  is  wide  open  for 
companies  to  secure  most  of  the  Chi 
market.  The  question  is  whether  Wafl 
ington  will  let  them. 

By  Pete  Engardio  in  Hong  Kong,  um 
Amy  Borrus  in  Washington  and  burm 
reports 
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,^NY  EXPRESS  COMPANY 
CAN  FIND  TOPEKA. 
""[ry  THE  SUBURBS  OF 

Abu  Hadriyah. 


ToPEKA?  NO  PROBLEM.  BUT  WHAT  ABOUT 
A  TOWN  IN  THE  MIDDLE  EAST?  BlG  PROBLEM. 

Unless  you  use  DHL.  Because  only  DHL 
uses  its  own  local  people.  with  local 
know-how.  to  deliver  packages  to  places 
as  different  as  cairo  or  abu  hadriyah. 
Which,  of  course,  is  right  up  the  desert 

FROM  AL  MUBARRAZ.        .  Ifei 


f  / 


I  WM 


WORLDWIDE  EXPRESS 


WE'LL    TAKE  IT  FROFTI  HERE 


•i 


Let's  assume  your  ATM  network  handles^  1,400,000  transa 


i 


Q^jE  ^^^EEKl ^ow'  onty  thing  limiting  the  number  of  transat 
Hons  \ou  can  handle  is  the  beak  cabacih  of  vour  comimter  svstem.  Jfshw  tra 


times  are  causing  long  lines  during  peak  hours  you  could  be  losing  up  m 


each  week 


To' Speed  up  the  average  transaction  time  and  improve  customer  satisfaction 


call  on  EMC's  disk  storage  solutions.  They  allow  mainframe  and  midrange  compu 
systems  to  dramatically  increase  performance  without  costly  CPU  upgrades.  Let] 


say  you  realize  a  25%  performance  gain.  And  those  350,000  transactions  don) 


go  to  the  competition.  AT $.75  per  transaction,  youU  realize  a  revenue  increase  oJ 


$262,500  each  week.  That  s  over 


$13.6  MILLION 


a  yea 


See  how  we  can  help  you  handle  more  peak  performance 


transactions  by  calling  1-800-424-EMC2,  extension  GM319B. 

„  ©  1993  EMC  Corporation.  EMC  is  a  trademark  of  KMC  Corp. 
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K)W  BUSINESS  COULD 

EMENT  THE  PEACE  IN  PALESTINE 


istoric  enemies  and  rivals  such  as  Yasser  Arafat,  Shi- 
mon Peres,  and  Yitzhak  Rabin  are  helping  define  a 
brave  new  world  in  the  often  tragic  Middle  East.  So  is 
hn  Medved,  the  U.  S.-born  executive  of  a  small  Israeli  soft- 
ire  company,  Kivun  Computers  Ltd.  Jerusalem-based  Kivun 
s  developed  a  word  processing  program  that  can  switch  eas- 
from  languages  written  from  left  to  right,  such  as  English, 
those  written  from  right  to  left,  such  as  Hebrew  and  Ara- 
Medved  thinks  he'll  soon  be  able  to  sell  the  software 
x>  the  once-forbidden  but  rich  Arab  market.  The  key  to  that 
arket:  finding  a  Palestinian  partner  in  the  West  Bank, 
fere  less  than  an  hour  from  Ramallah,"  says  Medved,  refer - 
lg  to  the  largest  Palestinian  city  in  the  Israeli-occupied 
est  Bank.  "But  the  big  question  is  whether  the  road  is  going 
be  open." 

The  historic  joint  declaration  of  principles  initialed  in  late 
ugust  by  Israel  and  the  Palestine  Liberation  Organization 
>es  a  long  way  to  open 
iat  once-blocked  road, 
at  making  sure  it  stays 
two-way  street  will  be 
le  of  the  toughest  chal- 
nges  facing  Israeli  and 
negotiators  in  the 
eeks  and  months  ahead, 
'hile  the  four-page 
^reement  on  Palestinian 
Jtonomy  marks  a  true 
^eakthrough  in  the  tor- 
ious  Middle  East  peace 
rocess,  the  hard  work 
egins  now.  "If  Palestin- 
in  autonomy  doesn't  suc- 
jed  on  the  economic  lev- 
1,"  says  Gil  Feiler,  one  of 
srael's  top  consultants  on 
a-ab  economies,  "then  it 
'on't  succeed  at  all." 
Unlike  the  1979  Camp  David  Accord,  which  did  almost 
othing  to  promote  economic  ties  between  Israel  and  Egypt, 
sraelis  and  Palestinians  are  now  aware  that  a  real  peace 
rill  depend  on  quickly  drawing  investments  into  the  Gaza  and 
ericho  areas  to  become  autonomous  Palestinian  entities— 
nd  making  sure  Israelis,  Palestinians,  and  other  Arabs  have 
nough  crossed  economic  ties  to  help  cement  the  peace. 
tONANZA?  It's  not  easy  work:  After  many  secret  meetings  be- 
ween  Israeli  Foreign  Minister  Peres  and  PLO  representa- 
ives,  much  remains  to  be  worked  out  on  the  economic  aspects 
if  autonomy.  The  Palestinians,  for  example,  are  keen  to  quick- 
y  set  up  their  own  banks  in  the  Gaza-Jericho  autonomous  en- 
ity.  Neighboring  Jordan,  though,  worries  that  its  banks  will 
>e  left  out  of  the  development  bonanza  expected  after  a 
)eace  agreement.  The  Clinton  Administration  is  already  offer- 
ng  seed  money  to  help  a  new  Palestinian  administration  get 
?oing  in  the  first  two  years  of  its  life.  It  shouldn't  take  bundles 
)f  money.  "We're  not  talking  about  a  multizillion  dollar  enter- 
prise such  as  getting  Russia  back  on  its  feet,"  says  William  B. 
3uandt,  senior  fellow  at  the  Brookings  Institution,  a  Washing- 
ton think  tank.  "What's  needed  is  a  certain  amount  of  in- 


vestment in  infrastructure,  getting  a  banking  system  going, 
things  that  don't  require  huge  amounts  at  the  outset." 

In  the  end,  though,  says  Samir  Hazbon,  a  Palestinian  busi- 
nessman and  a  dean  at  the  West  Bank's  Bir  Zeit  University, 
"Palestinians  and  Israelis  will  have  to  cooperate."  And  they  are 
starting  to  do  just  that.  Far  from  the  media's  gaze,  quiet 
contacts  between  Israeli  and  Palestinian  businessmen  have 
been  multiplying.  Most  meetings  have  been  in  European  or 
U.  S.  cities.  Bennie  Gaon,  CEO  of  Koor  Industries  Ltd.,  Is- 
rael's largest  company,  now  has  a  plan  to  plow  $60  million  into 
joint-venture  investments  in  the  West  Bank  with  Palestinian 
partners.  Now,  thanks  to  the  Israel-PLO  entente,  "we'll  be 
able  to  meet  openly  with  our  Palestinian  contacts,"  says  Gaon. 

The  Palestinian  areas— with  unemployment  over  50%— des- 
perately need  outside  investment.  Housing,  sewage,  electricity, 
and  road  systems  are  in  a  pitiful  state  after  26  years  of  mili- 
tary occupation.  And  the  five-year-long  intifada,  with  its 

strikes  and  disruptions, 
has  ravaged  the  local  Pal- 
estinian economy.  Aver- 
age annual  per  capita  in- 
come in  Ramallah  of 
$1,700,  for  example,  is 
barely  one-tenth  of  Israe- 
li levels.  In  Gaza,  where 
560,000  Palestinians  are 
crowded  into  a  small  arid 
coastal  patch,  per  capita 
income  is  a  mere  $850  a 
year. 

Much  economic  devel- 
opment will  depend  on  at- 
tracting investments  from 
the  wealthy  overseas  Pal- 
estinians scattered  around 
the  Middle  East,  Europe, 
and  North  and  South 
America.  Such  diaspora 
groups  are  already  studying  plans  to  set  up  grain  storage  and 
a  water  desalination  plant  in  Gaza.  In  the  West  Bank,  accord- 
ing to  Samir  Huleilah,  the  director  of  a  West  Bank  economic 
development  group  funded  by  the  European  Community,  dias- 
pora Palestinians  recently  ponied  up  a  cool  $100  million  to 
build  the  West  Bank's  first  cement  mill.  Until  now,  the 
monopoly  Nesher  Israel  Cement  Enterprises  Ltd.  has  had  to 
meet  the  entire  needs  of  the  occupied  territories. 

Many  Palestinians  are  cautious  about  rushing  into  joint 
ventures  with  more  powerful  Israeli  companies.  And  some  in 
the  Arab  world  worry  that  a  newly  autonomous  Palestinian 
entity  will  merely  be  used  as  a  bridgehead  for  Israeli  products 
into  their  200  million-strong  market.  Koor's  Gaon,  for  one,  says 
that  Israelis  need  to  avoid  patronizing  the  poorer  Palestinians. 
"It's  their  pride,  their  entity,  their  economy,"  he  says.  To 
give  Koor's  West  Hank  joint  venture  credibility,  Gaon  wants  u> 
keep  Koor's  participation  in  West  Bank  projects  to  a  minority 
25%.  But  he  and  others  are  showing  that  in  making  peace, 
business  is  already  showing  the  way. 

By  John  Rossant  in  Rome  and  Neal  Sandler  in  Jerusalem, 
with  Amy  Borrus  in  Washington 


CUTTING  STONE  ON  THE 
WEST  BANK: 
ISRAELI  INVESTORS 
ARE  READY  TO  RUSH  IN 
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LAWYERS  I 


THE  CASE  OF  THE 
BATTERED  BARRISTERS 


Even  potent  lobbyists  won't  save  lawyers  from  a  public  backlash 


uring  last  year's  Republican  Con- 
vention, George  Bush  prophesied 
that  all  hope  of  damping  the  liti- 
gation explosion  would  he  lost  if  Bill 
Clinton  moved  into  the  White  House. 
"Every  trial  lawyer  who  ever  wore  a 
tasseled  loafer"  hacked  his  opponent, 
Bush  warned.  But  the  former  Presi- 
dent's predictions  of  coziness  thus  far— at 
least  for  interest  groups  such  as  the 
Washington-based  Associa- 
tion of  Trial  Lawyers  of 
America— have  been  less 
than  prescient. 

Instead  of  becoming  priv- 
ileged insiders  shaping  gov- 
ernment policy,  trial  law- 
yers appear  to  be  losing  out 
to  other  interest  groups  as 
the  Clinton  Administration 
crafts  broad  new  initiatives. 
Anti-litigation  and  anti-law- 
yer sentiment  among  the 
public  is  soaring.  And  that 
makes  indulging  one  of 
Washington's  most  invin- 
cible lobbies  politically  risky. 
"Disillusionment  with  law- 
yers is  inevitably  weaken- 
ing the  political  influence  of 
the  organized  trial  bar," 
says  Martin  F.  Conner, 
president  of  the  American 
Tort  Reform  Assn. 

war  chest.  A  major  test  for  atla  will 
come  when  the  White  House  unveils  its 
long-awaited  health-care  proposals.  A 
key  element  is  expected  to  be  restric- 
tions on  medical  malpractice  suits— con- 
straints that  could  cost  trial  lawyers 
millions.  The  provision  is  an  attempt  to 
defuse  opposition  to  the  plan  from  doc- 
tors and  win  pivotal  GOP  support.  In  the 
past,  atla's  well-greased  lobbying  ma- 
chine probably  would  have  been  able  to 
derail  any  such  plan.  But 
the  group  will  have  a  much 
harder  time  these  days. 

The  anti-litigation  back- 
lash is  fanning  other  at- 
tacks on  the  60,000-member 
group  (table).  Several  states 
are  passing  bills  to  restrict 
product-liability  suits.  And 
some  lawmakers  want  to 


make  it  harder  for  investors  to  sue  com- 
panies or  their  auditors  for  misleading  fi- 
nancial statements.  "ATLA  has  been  able 
to  fight  one-front  wars,"  says  Victor 
Schwartz,  who  lobbies  for  manufacturers 
on  product  liability.  "Now,  it  faces  a  mul- 
tiplicity of  challenges." 

ATLA  is  confronting  these  challenges 
head-on.  The  group  met  with  health- 
care task  force  leader  Ira  Magaziner  in 


54  BUSINESS  WEEK/SEPTEMBER  13.  1993 


April,  and  individual  lawyers  active  in 
Clinton's  campaign  have  already  had  two 
sessions  with  the  First  Lady— "more 
than  a  lot  of  .groups  get,"  according  to  a 
White  House  staffer. 

atla's  path  to  top  policymakers  has 
been  aided  by  its  unbeatable  lobbying 
formula:  hefty  campaign  contributions. 
With  the  help  of  superlobbyists  Thomas 
H.  Boggs  Jr.,  a  Democratic  insider,  and 
Tom  C.  Korologos,  a  GOP  heavyweight, 
atla  built  up  a  $2.4  million  campaign 


TRIAL  LAWYERS  FIGHT  A  MULTI FRONT  WAR 


PRODUCT  LIABILITY  Proposals  limiting  liability  lawsuits  against 
manufacturers  are  gaining  in  Congress  and  in  several  states 


MEDICAL  MALPRACTICE  President  Clinton's  health-care  plan 
could  limit  awards  to  patients  in  malpractice  cases 


SECURITIES  CLASS  ACTIONS  Congress  may  take  up  legislation  to 
make  it  harder  for  investors  to  sue  companies  or  their  accountants 


war  chest,  fourth-largest  in  the  natk, 
according  to  the  Center  for  Responses 
Politics  in  Washington.  In  addition,  ii 
vidual  members  contribute  to  home-sk 
candidates.  In  crises,  ATLA  rallies  me' 
bers  through  the  "key  man"  system,  jjj 
elaborate  phone  tree,  to  lobby  their  rl 
resentatives  in  person.  A  former  ATM 
staffer  boasts  that  the  group  could  flcj 
the  capital  with  lawyers  within  hours 
starting  with  just  two  phone  cal| 
held  UP.  The  strategy  paid  off  last  ye! 
during  a  Senate  vote  on  a  product; 
ability  bill.  The  lawyers  put  intense  pr! 
sure  on  the  Senate,  calling  on  such  p< 
erful  pals  as  Majority  Leader  George 
Mitchell  (D-Me.)  and  Commerce  Col 
mittee  Chairman  Ernest  F.  Hollings  (I 
S.C.),  a  former  trial  lawyer,  to  keep  t] 
bill  from  passing.  In  the  House,  Judffl 
ary  Committee  Chairman  Jack  Brooi 
(D-Tex.)  held  up  the  bill. 

Some  ATLA  membei 
aren't  sure  such  old-stj^ 
tactics  will  work  now.  Wit' 
the  public  tide  runnijl 
against  them,  lawyers  wl 
get  little  sympathy  if  th<l 
complain  about  measur^ 
that  would  shrink  their  i$ 
come.  Some  ATLA  membe: 
contend  that  the  groil 
needs  to  win  over  voteii 
not  just  lawmakers.  "V 
have  to  show  people  we  <l 
care,"  by  getting  involve 
in  community  activities,  djS 
clares  Gary  Gober,  a  Nasi! 
ville  lawyer  who  ran  fj 
atla's  presidency  at  tl, 
group's  convention  in  A 
gust.  Despite  wild  ovation: 
Gober  lost  to  Miami  attojj 
ney  Larry  S.  Stewart,  til 
choice  of  ATLA's  old  guanjf 
Those  leaders  are  banking  on  ATLAl 
influence  to  weaken  the  health-care  pla : 
For  instance,  instead  of  capping  award' 
to  patients,  the  Administration  migll 
require  patients  and  hospitals  to  ent< 
alternative  dispute  resolutions.  "They'll 
wise  enough  to  realize  that  lawyer-basil! 
ing  is  just  a  red  herring,"  says  currefl 
ATLA  President  Barry  Nace. 

How  ATLA  fares  on  health  care  coul 
determine  how  vulnerable  it  will  be  o 
other  issues.  If  Clinton  persuades  Coi 
gress  to  adopt  harshe 
measures  than  ATLA  ea 
pects,  it  could  signal  th'A 
the  lawyer-bashers  are  wii 
ning.  Combined  with  theil 
losses  in  the  court  of  publi 
opinion,  lawyers  may  havj 
met  their  Waterloo. 

By  Catherine   Yang  i 
Washington 
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lies  down 

and  does 


The  reversible  screen 
makes  presentations 
a  snap 


The  UltraLite  Versa  is  truly  a  breed 
apart  It's  versatile  and  adapts  easily 
to  meet  your  changing  needs,  whatever 
and  wherever.  For  example,  switch 
from  a  mono  to  color  screen,  or  put  in 
more  hard-drive  memory.  And  despite 
its  heavy-duty  technology,  the  Versa 
weighs  as  little  as  6  pounds 

Then  there's  the  most  sophisticated 
and  flexible  display  on  the  market 
Use  it  as  a  basic  notebook,  flip  it  around 
for  presentations,  or  use  it  as  a  pen- 
based  tablet.  Plus,  Versa's  screen 
provides  sharp  contrast  and  brilliant 
graphics,  monochrome  or  color. 
With  up  to  10  hours  of  battery  life, 
the  one  thing  it  won't  do  is  play  dead. 

Yes,  the  Versa  notebook  knows  a 
lot  of  tricks.  Its  i486™SL  processor  Is 
fast  and  powerful,  yet  conserves  power 
Simply  swap  the  floppy  drive  for  an 
extra  battery,  doubling  battery  life. 

And  what's  a  notebook  computer 
if  you  can't  take  it  for  long  walks? 
Advanced  PCMCIA  communications 
capability  means  you  can  easily  send 
and  receive  faxes  and  retrieve  data 
We'll  even  come  when  we're  called. 

In  addition  to  a  standard  3-year 
limited  warranty,  you  get  UltraCareT 
an  enhanced,  full-service  program  pro- 
viding fast  response  and  support  anytime, 
anywhere,  at  home  or  overseas  * 

Begging  for  more?  Call  1-800- 
NEC-VERSA  or  for  info  via  fax,  NEC 
FastFacts"  at  1-800-366-0476, 
request  document  8583772. 

Because  ^  is  the  way  you  want  to  go 


Communications  Features 


Usmg  thin,  credit-card-Si2ed 
cards,  you  can  send  and  receive 
faxes.  Talk  to  your  network,  or 
ensure  secure  data  storage  And 
tor  advanced,  real-time  mobile 
communications,  Versa  is  even 
ready  for  wireless  and  cellular 
connectrviTy  and  aiso  incorpo- 
rates the  newest  PCMCIA 
technology 
•Accommodates  two  Type  II  cards 
0'  one  Type  in  card 

•  Simultaneous  cara  capao>iitv 
data/fax  modem  LAN.  siorage 

•  QuickSwap  w  compatibility,  for 
features  such  as  changing  cards 
without  power>ng  down 


The  Uttrabte  Versa 
is  the  first  of  a  new 
series  of  computer 
products  from 
NEC  designed  to 
work  together 
with  enhanced 
functionality 
and  advanced 
ergonomics 


With  the  UltraLite  Versa  you  can  choose  your  own  best  friend. 


Features  Options 


Versa  s  many  standard  and  optional  fea- 
tures provide  exceptional  upgradabiiity  and 
flexibility,  to  give  yo^  tne  power  to  choose 
the  system  you  need  today  and  then 
enhance  its  features  as  your  needs  change 

Sarrery 

•  DoubieTtme*M  technology,  for  increased 
battery  power 

•  Long-  :fe  NiMH  battery  pack  2  5  to  5 
hours  [color!  and  4  to  6  hours  (mono) 

•Optional  secondary  battery  for  a  total  of  5 
to  10  hours  (color)  and  8  to  12  hours  (mono) 

Storage  and  memory 

•Choice  of  120MB.  180MB.  or  250M3  easily 
removable  hard  drrves.  no  tools  required 

•  Slide-m  memory  cards,  for  upgradabtiity 
from  4MB  all  the  way  to  20MB** 

Processor 

•  486SL  processor  25MHz  or  33MHz 

•  Built-m  numeric  coprocessor  ana  8KB  cache 
Screen 

•  High-speed  local  bus  video  and  desktop-ieve' 
640  X  480  display 

•NEC-upgradable  to  pen  capability**  mono 

or  color 

•  Standard  9  4"  STN  sidelit  Super  VGA  mono- 
chrome sceen.  with  64  shaoes  of  gray 

•  Optional  9  45"  TFT  active-matrix  Super  VGA 
color  screen,  with  wide-angle  v-ewng  and 
256-coior  display  out  of  a  possible  226  000 

Dockmg  Station 

•2  fuii-sized  ISA  slots,  for  expandability 

•  3  drrve  bays  2  externa1  5  25*  and 
1  internal  3  5* 

•  integrated  microphone  and  headphone  pons 
Pointing  Device 

•Custom  Ballpoint**  mouse  standara 


Versa Pad 


NEC's  new  VersaPad*1''  the  idea1 
platfcm  for  corporate  pen  com- 
puting Pertect  for  data  collection 
and  transmission  needs,  including 
inventory  control,  sales  force  auto- 
mation and  meichandismg 

•  Full-function  i486SL  portable  tab- 
let computer 

•  Slim  4-pound  desgn  with  VGA 
transflecwe  screen  for  clear 
indoor/outdoor  viewing 

•  2  PCMCIA  Type  II  slots,  for  flexible 
communications  and  storage 

•NiMH  batten  options  and 
advanced  power  management, 
for  long  battery  life 

•Available  with  ail  major  pen  com- 
puting environments,  including 
Windows  for  Pen  Computing**  and 
PenPoint™  software 
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YES  ON  THE  PRIZE 
I AMEX 


l|  v-key  Ken  Chenault  has  cracked  through  its  elitist  culture 

i 


V 


hen  Kenneth  I.  Chenault  was 
a  child  growing  up  in  Hemp- 
stead, N.Y.,  supper  was  more 
;  i  just  a  time  to  eat  and  make  small 
:  .  It  was  an  ongoing  seminar  in  the 
nault  family  ethic.  Led  by  Hortenius 
[I  nault,  family  patriarch  and  keeper 
he  creed,  roundtables  ran  from  ra- 
1  in  America  to  more  prosaic  con- 
is  such  as  winning  a  part  in  the 
>ol  play.  The  discussions,  though,  al- 
rs  passed  through  the  same  prism, 
lens  was  focused  tightly  on  the  no- 
of  achievement. 

n  the  eyes  of  the  elder  Chenault, 
ievement  was  a  point-blank  neces- 
,  not  a  matter  of  choice.  A  diminu- 
!  man  of  5  feet,  4  inches  whose  par- 
3  were  servants  to  white  families  in 
itucky,  he  had  been  denied  opportu- 
r  throughout  his  life.  He  prevailed 
Decome  a  prominent  dentist  and  ac- 
i  champion  of  civil  rights  in  his  com- 
nity.  And  he  expected  no  less  of  his 
r  children.  Chenault  remembers  well 
father's  response  to  all  life's  strug- 
3— especially  the  challenge  of  being 
ck:  "You're  equal  to  the  task." 
U  the  age  of  42, 


n  Chenault  may 
'e  surpassed  even 
father's  hopes.  In 
y,  he  was  named 
isident  of  the  cru- 
I  U.  S.  operations 
American  Express 
.'s  flagship  credit- 
ed business.  The 


CHENAULT'S 
APPROACH  IS 
TO  WORK 
QUIETLY,  YET 
FORCEFULLY, 
WITHIN  THE 
SYSTEM 


illenge  he  faces  is  enormous:  Fading 
;tomer  loyalty,  fierce  competition  from 
rer-priced  bank  cards,  and  pressure 
'in  restless  merchants  to  lower  fees 
ve  combined  for  several  years  to  flat- 
l  revenues  and  depress  profits.  Things 
ve  improved  lately  (chart,  page  60). 
t  the  Travel  Related  Services  (TRS) 
it  is  hardly  out  of  the  woods. 
That  a  black  man  would  be  given  such 
3ponsibility  at  a  buttoned-down  organ- 
ition  such  as  American  Express  makes 
3  ascent  all  the  more  re- 
irkable.  A  corporate  culture  long 
^wed  as  patrician  and  white-shoe  has 


blended  with  a  brand  image  based  on 
privilege  to  place  AmEx  among  the  na- 
tion's quintessential  Establishment  com- 
panies. Eyebrows  were  raised  within  and 
without  the  company  a  year  ago  when 
Harvey  Golub,  an  up-by-the-bootstraps 
Brooklyn  Jew,  replaced  embattled  Chair- 
man James  D.  Robinson  III.  Thinly  veiled 
anti-Semitism  cropped  up  during  the  pro- 
cess, Robinson  told  BUSINESS  WEEK. 


nority  executive.  Chenault  is  a  rare  com- 
modity: a  black  man  who  has  amassed 
the  kind  of  credentials  that  stand  out 
at  a  place  like  American  Express.  And 
though  plenty  of  hard  work  has  put  him 
where  he  is,  he  still  suffers  the  indignity 
of  having  to  answer  for  his  success. 

Indeed,  Chenault  is  not  at  all  com- 
fortable with  an  open  discussion  of  his 
race.  He  is  concerned  that  his  views 
may  be  misconstrued,  his  accomplish- 
ments devalued.  Requests  from  the  me- 
dia to  interview  him  on  topics  unrelated 
to  the  card  business  are  usually  declined. 
(Jracious,  even-tempered,  and,  above  all, 
pragmatic,  he  believes  in  breaking 
ground  the  way  his  family  always  has: 
by  working  quietly,  yet  forcefully,  with- 
in the  system.  Says  good  friend  John 
Utendahl,  chief  executive  of  Utendahl 
Capital  Partners:  "Like  any  good  busi- 
nessman, Ken  is  very  careful  about  what 
he  says  and  where  his  decisions  will 
leave  him  at  the  end  of  the  day." 


"Some  people  didn't  want  [Golub's  ap- 
pointment] to  happen,"  he  says.  Many 
observers  would  say  Robinson  himself 
epitomized  the  AmEx  man,  but  even  he 
concedes  that  the  company  has  suffered 
from  its  once  pervasive  elitist  culture. 
Now,  he  hopes  Chenault's  appointment 
will  help  break  that  down. 
PRAGMATIC.  But  it  could  be  a  mistake  to 
draw  from  Chenault's  climb  too  many 
sanguine  conclusions  about  race  in  the 
workplace.  A  look  at  the  record  sug- 
gests that  his  swift  rise  at  AmEx  says 
more  about  Ken  Chenault  than  it  does 
about  the  prospects  for  the  average  mi- 


The  fact  is,  Chenault's  race  has  fu- 
eled his  drive  to  succeed.  From  his  ear- 
liest days,  he  says,  his  father  drove 
home  the  notion  of  breaking  the  color 
barrier.  "My  father  felt  that  race  was  so- 
ciety's biggest  problem,  but  that  you 
couldn't  let  it  beat  you  down,"  Chenault 
says.  "He  felt  like  we  had  an  obligation 
to  make  an  impact,  and  that  an  individ- 
ual could  make  a  very  strong  impact  in 
bringing  about  change." 

Even  as  a  kid,  Chenault  was  obsessed 
with  leadership.  He  wanted  to  pattern 
his  life  after  such  men  as  W.  E.  B.  Du 
Bois,  Winston  Churchill,  and  Frederick 


IE 
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Douglass.  Unlike  most  African  Ameri- 
cans in  his  generation,  however,  Che- 
nault  had  the  resources— both  in  terms 
of  family  dynamics  and  wealth— to  make 
those  dreams  a  reality. 

The  elder  Chenault  developed  the 
principles  he  passed  along  to  Ken  and 
his  three  siblings  while  attending  More- 
house College  in  the  1930s.  Although  he 
was  reluctant  to  go  at  first,  he 
came  enthralled  by  the  parade 
of  prominent  blacks— from 
DuBois  to  Thurgood  Marshall— 
who  spoke  there  regularly.  He 
went  on  to  earn  a  dentistry  de- 
gree from  Howard  University  in 
1939  and  achieved  the  highest 
score  his  year  on  the  New  York 
State  dental  exam. 

But  when  Hortenius  Chenault 
served  in  the  Army  during  World 
War  n,  the  military  was  segregated. 
And  when  he  first  tried  to  join  the 
Allied  Dental  Corps— an  interna- 
tional group  of  dentists  from  the 
Allied  forces— he  was  denied  entry 
because  he  was  black.  Ken  Che- 
nault holds  dear  his  father's  solu- 
tion. Snubbed  by  the  U.  S.  arm  of 
the  organization,  the  elder  Che- 
nault set  out  to  befriend  a  group 
of  foreign  officers,  learning  French 
in  the  process.  Eventually,  he  was 
ushered  into  the  corps  through 
an  international  arm. 
GRAVEYARD  DETAIL.  Chenault  was 
no  less  influenced  by  his  mother  and 
her  family.  The  former  Anne  Quick,  a 
Howard  graduate  and  dental  hygienist, 
gave  him  her  love  of  education  and  an 
appreciation  of  the  upper-middle-class 
lifestyle.  A  South  Carolina  native  who 
immersed  herself  in  art  and  poetry,  she 
came  from  a  family  that  had  distin- 
guished itself  through  ownership 
of  a  small  cargo-shipping  business 
in  the  early  1900s.  It  also  boasted 
a  Harvard  Law  School  graduate 
in  the  late  1930s  and  Congress- 
man Thomas  E.  Miller,  a  founder 
of  South  Carolina  State  College  in 
Orangeburg.  By  black  standards 
the  Quick  clan  was  wealthy. 

From  the  beginning,  Chenault 
took  full  advantage  of  what  his  fam- 
ily had  to  offer.  He  attended  the 
elite  Waldorf  School  in  Garden  City, 
near  Hempstead.  An  honor  student, 
he  was  president  of  his  class  all  four 
years  and  captain  of  the  basketball,  soc- 
cer, and  track  teams.  Later,  at  Bowdoin 
College  in  Maine,  where  he  was  a  histo- 
ry major,  Chenault  continued  to  show 
scholastic  promise,  graduating  magna 
cum  laude.  He  went  on  to  earn  a  law  de- 
gree from  Harvard  before  landing  a  job 
as  an  associate  at  the  New  York  firm  of 
Rogers  &  Wells.  As  he  progressed, 


though,  he  found  business  more  interest- 
ing than  law  and  jumped  to  Bain  &  Co. 
as  a  management  consultant. 

Chenault  joined  AmEx  in  1981  and 
rose  quickly  to  become  a  TRS  senior 
vice-president— and  general  manager  of 
merchandise  services,  a  unit  known  as1 
"the  graveyard."  It  was  an  AmEx 
backwater  that  ,  - 


CAN  CHENAULT 
REVIVE  THE 
AMEX  CARD? 


marketed  products  such 
as  luggage  and  personal  computers 
through  the  mail.  Says  Chenault:  "If  you 
worked  in  merchandise  services,  you 
were  dirt.  It  was  not  the  place  to  be." 
With  only  $100  million  in  revenues,  the 
unit  was  high  on  the  hit  list  of  then  TRS 
President  Louis  V.  Gerstner  Jr. 

Chenault  turned  the  situation  into  an 
opportunity  by  convincing  Gerstner  that 


he  could  revive  the  unit.  Gerstner 
Chenault  $4  million  and  60  days 
spruce  things  up. 

Chenault  quickly  went  upscale,  sv 
ping  vinyl  luggage  for  leather  and  cl 
watches  for  name  brands.  He 
beefed  up  technology  and  reorgan 
the  management  structure,  slicing 
der-processing  time  in  half 
speeding  up  customer  service.  Gk 
ner,     pleased     with  Chenai 
progress,  put  away  his  ax  and  v 
■  ed  for  results.  By  1986,  mere] 
[  dise  services  was  growing  by  n 
1  than  20%  annually  and  was  ge: 
I  ating  $400  million  in  reven 
Says  Gerstner:  "If  Ken  ha 
turned  it  around,  he  would 
been  that  unit's  last  manager, 
The  performance  tagged  ( 
nault  as  a  rising  star.  He  qui' 
moved  through  the  ranks, 
ning  the  Platinum  and  Gold 
divisions  and  the  personal,  gr 
card.  By  1989,  Chenault  had  n 
:   aged  all  the  U.  S.  consumer-c 
'   products  at  TRS.  Along  the 

he  earned  Golub's  attention  by 
I  gressively  pushing  to  remake 
f  company's  haughty  image  in 
marketplace. 

IMAGE  BOOSTING.  Chenault 
been  key  to  AmEx'  attempts 
shore  up  strained  relationships 
cardmembers  and  merchants.  B 
in  1991,  for  example,  when 
chants  were  defecting  from  An 
because  of  its  stiff  fees,  Chen 
pushed  to  have  the  fees  lowered, 
also  took  on  several  board  members 
senior  managers  who  sneered  at  his  i 
of  launching  an  airline-mileage  bo 
program  to  compete  with  Visa  . 
MasterCard.  Getting  down  in 
trenches  with  rivals  would  cl 
with  the  AmEx  image,  they  argi 
But  the  program  ended  up  a  h 
success,  and  Golub  tagged  Chen; 
as  president. 

Managing  The  Card  through 
I  woes  will  test  Chenault.  While 
airline  mileage  idea  and  other  jj 
grams  are  boosting  card  usa 
they  are  also  expensive.  Reel 
ing  merchant  fees,  meantimeM 
cutting  into  revenues.  The  resB 
ing  margin  pressure  has  only  V. 
solution:  a  massive  $1.5  billion  cost-<B 
ting  campaign. 

AmEx  still  dominates  the  market  B 
executive  travel  and  entertaining 
charges.  But  Chenault  wants  to  exp» 
the  company's  relationship  with  corpca- 
tions  by  pushing  a  special  card  that  jr- 
chasing  departments  can  use  to  chal 
supplies.  His  selling  point:  Lettlg 
American  Express  handle  the  papr- 
work  can  save  companies  money  trt 
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Anchors  Away/ 


The  End  Of  The 
Luxury  tax 

makes  boating 
more  affordable 
than  ever. 


Brunswick  Corporation  joins  Americas  boaters  in  applauding  the  repeal 
of  the  Luxury  Tax,  the  regressive  tax  which  crippled  an  important  segment 
of  the  boating  industry. 

The  fun  of  boating  has  now  been  brought  back  into  the  reach  of  more 
people,  and  as  the  industry  rebuilds  and  strengthens,  you  can  count  on 
Brunswick  to  maintain  our  leadership  position  in  the  global  boating 
community. 

But  perhaps  the  benefit  of  repeal  that  pleases  us  the  most,  is  the 
knowledge  that  putting  more  boats  back  into  the  water  will  help  put 
Americans  back  to  work. 

See  for  yourself  what  excellent  products  skilled  American  craftsmen 
are  turning  out.  If  you've  been  thinking  about  buying  a  new  boat,  there's 
never  been  a  better  time  to  visit  your  dealer's  showroom.  He  can  introduce 
you  to  some  of  the  best  boating  values  that  the  industry  has  ever  had  to  offer! 


Leading  The  Way  Since  1845 


THE  COMPANIES  OF 


SHARING  THE  HERITAGE  OF  BEING  NUMBER  ONE. 


Mercury,  MerCruiser,  Mariner,  Force,  Quicksilver,  Bayliner,  Sea  Ray,  Astro,  Fisher,  Maxum. 
MonArk,  ProCraft,  Robalo,  Spectrum  and  Starcraft. 


©  1993  Brunswick  Corporation 
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would  otherwise  be  spent  on  process- 
ing orders. 

His  biggest  push,  however,  will  be  an 
effort  to  persuade  executives  and  other 
consumers  to  use  their  AmEx  card  for 
persona]  spending.  The  strategy  is  to 
I  in  ia<  len  I  he  i  \  \  >c~  ni  c  --i  al  >]i.-liments  I  hat 
take  the  card.  In  many  cases,  that 
means  going  downscale.  AmEx  has  al- 
ready targeted  movie  theaters,  more 
casual  restaurants— even  Sears,  Roebuck 
and  Co.  "We  know  that  affluent  custom- 
ers go  to  Sears,"  Chenault  says.  "The 
customer  decides  where  they  use  the 
rani,  not  us." 

If  courting  The  Big  Store  means 
weaning  the  company  away  from  its 
stubbornly  narrow  vision  of  what  consti- 
tutes The  Card's  "prestige,"  that's  O.K. 
with  Chenault.  "What  turns  me  on  is 
bringing  about  fundamental  change,"  he 
says.  "There  are  few  opportunities  in 
life,  whether  it's  in  your  professional 
life  or  in  a  social  mission,  to  be  involved 
in  major  change." 

The  question  is  whether  Chenault  will 
bring  about  change  at  AmEx  in  both 
contexts.  So  far,  most  of  his  efforts  to 
promote  social  change  have  occurred 
outside  the  company.  He  counsels  other 
African-American  executives  and  partic- 
ipates in  the  informal  social/business 
network  that  includes  such  heavy  hit- 
ters as  Commerce  Secretary  Ronald  H. 
Brown  and  Washington  lawyer  and 
American  Express  board  member  Ver- 
non E.  .Ionian  Jr.  Chenault  also  devotes 
much  of  his  personal  time  to  black  caus- 
es—from sponsoring  political  fund-raisers, 
to  chairing  functions  for  the  National 
Association  for  the  Advancement  of  Col- 
on 'i  I  P<  'i  ipli  •,  to  mentoring  disad\  ant  aged 
youths. 

wake-up  CALL.  At  AmEx,  facing  the 
race  issue  gets  more  complicated.  The 
nature  of  corporations  is  that  they  re- 
ward fitting  in,  not  making  waves.  Jim 
Robinson  applauds  the  posting  of  Che- 
nault for  two  reasons:  because  he 
thinks  him  eminently  qualified  and  be- 
cause he  believes  the  choice  will  shake 
things  up  even  further.  "If  you  bring 
people  in  from  different  backgrounds, 
you're  going  to  wake  up  the  country 
club  that's  gotten  too  comfortable," 
Robinson  says.  "If  you  leave  the  ma- 
chine on  autopilot,  it's  just  going  to 
clone  what  you've  been  cloning." 

Chenault,  of  course,  would  rather  his 
accomplishments  be  seen  simply  for 
what  they  are:  the  fulfillment  of  years 
spent  preparing  himself  for  the  big  time. 
He  Knows  the  issue  of  his  race  won't 
go  away.  But  Chenault  tries  to  let  his 
performance  speak  for  itself.  "I've  had  to 
work  very  hard  to  get  here,"  he  says. 
"The  odds  are  still  not  in  one's  favor." 

By  Run  Stodghill  II  in  New  York 


TURNAROUND  ARTISTS  I 


THE  MAN  WHO 
MENDS  TOY  COMPANIES 


Fisher-Price's  Ronald  Jackson  is  a  master  of  the  turnaround 


R 


onald  J.  Jackson  isn't  what  you 
would  call  a  playful  executive. 
But  if  you've  got  a  broken  toy 
company,  he's  the  guy  to  call.  Twice 
now,  he  has  taken  an  ailing  toy  division 
spun  off  from  a  big  conglomerate  and 
turned  it  around.  And  twice,  the  compa- 
ny has  been  sold  for  three  times  its 
original  value. 

In  1987,  Jackson  unloaded  Kenner 
Parker  Toys  Inc.,  the  toy  and  board 
game  unit  spun  off  by  General  Mills  Inc. 
in  1985.  Jackson  spent  a  year  restructur- 
ing the  company  before 
Tonka  Corp.  bought  it  in  a 
hostile  takeover  for  $622 
million,  triple  its  initial  mar- 
ket value  and  then  some. 
Last  month,  it  was  Fisher- 
Price,  which  Quaker  Oats 
Co.  sold  to  the  public  in 
1991,  after  hiring  Jackson 
as  ceo.  On  Aug.  19,  Mat- 
tel Inc.  agreed  to  buy  Fish- 
er-Price for  $1.1  billion, 
triple  its  market  value  of 
two  years  ago. 

NEW  TEAM.  Jackson  says  he  didn't  ask 
for  either  sell-off.  Kenner  Parker  was  a 
hostile  deal  and  Mattel's  offer  was  unso- 
licited. "We  could  absolutely  have  done 
well  on  our  own"  at  either  company, 
says  Jackson.  Nonetheless,  the  taciturn, 
49-year-old  Midwesterner  is  getting  ku- 
dos for  both  his  turnaround  skills  and 
for  knowing  when  to  call  it  quits. 

Fisher-Price  was  a  mess  when  Jack- 
son took  over.  Long  the  nation's  pre- 
mier maker  of  toys  for  infants  and  pre- 
schoolers, it  made  a  disastrous  foray 
into  toys  for  older  kids  in  the  late  1980s. 
When  Jackson  arrived  in  May,  1990, 
Fisher-Price  was  losing  $4  million  a 
month.  Quaker  had  already  closed  a  big- 
upstate  New  York  factory. 

Jackson  executed  a  textbook  turn- 
around. He  closed  two  more  plants, 
dropped  most  of  Fisher-Price's  products 
for  children  over  six,  brought  in  a  new 
management  team,  and  consolidated  op- 
erations spread  across  the  globe,  includ- 
ing product  engineering  and  procure- 
ment. He  then  made  sure  that  products 
could  be  introduced  simultaneously  in 
the  U.  S.  and  foreign  markets,  which  ac- 
count for  about  one-fourth  of  the  com- 


JACKSON:  GOOD  TIMING 


pany's  sales.  Gross  profit  margi 
jumped  to  46%  in  1992  from  33%  wh 
Jackson  arrived. 

Despite  Jackson's  insistence  that 
didn't  go  looking  for  the  Mattel  de 
he  made  out  pretty  well  in  the  proce: 
His  compensation  has  been  heavi 
weighted  toward  stock  options,  and  h 
been  buying  Fisher-Price  shares  on  t 
open  market.  His  stake  was  worth  abo 
$21  million  based  on  the  sale  price. 

But  Jackson  says  he  sold  Fisher-Pri 
for  less  selfish  reasons:  "It's  a  good  v 
ue  for  shareholders,  and 
will  do  even  better  as  pa 
of  Mattel."  Analysts  agi't 
Kidder,  Peabody  &  Co 
Gary  M.  Jacobson  es 
mates  that  cutting  redu 
dant  international  opei 
tions  alone  will  shave  cos 
by  $35  million.  He  thin 
an  additional  $31  milli 
can  be  sliced  from  domest 
operations. 

Jackson  didn't  start  o 
as  a  troubleshooter.  Raised  in  Michiga 
he  went  to  Michigan  State  Universitj 
business  school  and  spent  his  early  c 
reer  working  for  General  Mills'  clothii 
and  restaurant  divisions.  Initially  a 
nance  specialist,  he  switched  to  mark* 
ing  when  he  moved  to  the  Kenner  Par 
er  unit.  After  that,  his  resume  mak 
your  head  spin.  In  1985,  shoemak 
Stride-Rite  Corp.  hired  him  away  as  i 
president.  He  was  there  for  five  mont 
before  Kenner  hired  him  back.  Wh< 
Kenner  was  sold  to  Tonka,  he  became 
Tonka  consultant.  But  in  1990,  he  r 
turned  to  Stride-Rite  as  CEO  for  s 
months.  Quaker  got  him  next. 

Jackson  isn't  likely  to  offer  any  mo 
details  on  his  past.  Calling  him  reserv< 
in  manner  is  putting  it  lightly.  Says  oi 
friend,  "he  only  tells  you  what  he  wan 
you  to  know."  Still,  "he's  an  excelle 
team  builder  and  isn't  political,"  says: 
former  Kenner  Parker  colleague. 

What's  next?  Jackson  will  become 
Mattel  director  and  is  negotiating  a  bil 
ger  role.  But  he  may  also  want  to  tac 
le  another  turnaround  situation.  An 
body  out  there  with  an  ailing  divisio: 
Now's  your  chance. 

By  Geoffrey  Smith  in  Bost 
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Nonstop  to  London. 
Showers  expected  upon  arrival. 


British  Airways'  new  arrival  facilities  at  London's  Heathrow  and  Gatwick  airports  are  making  quite  a  splash.  Now, 
ClubWorldSMand  First  Class  passengers  can  enjoy  a  hot  shower  and  breakfast  or  even  catch  up  on  business  in  our 
private  lounge.  You'll  be  off  to  a  flying  start.  It's  the  way  we  make  you  feci  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  worlds  favourite  airline 


On  Feb.  20,  1991,  Honda  Motor  Co.  President 
Nobuhiko  Kawamoto  slipped  across  Tokyo  in 
his  chauft'eured  black  Legend  to  meet  with  a  liv- 
ing legend— Soichiro  Honda,  the  company's  84- 
year-old  founder.  Honda  was  the  technical  wiz- 
ard with  a  motorcycle  shop  and  a  stubborn  streak  who  had 
become  a  folk  hero  in  Japan.  Defying  powerful 
government  bureaucrats  who  wanted  to  re- 
strict the  number  of  Japanese  auto  makers, 
Honda  broke  into  the  car  business  in  1963  and 
built  Japan's  most  innovative  car  company. 
He  lured  lop  talent  from  rivals,  spurred  engine 
advances  with  mottos  such  as  "success  is  99% 
failure,"  and  led  large  group  meetings,  dubbed 
waigaya,  in  which  decisions  were  made  on 
everything  from  styling  to  growth  strategies. 
The  man  inspired  generations  of  bright-eyed 
-var  heads  who  dreamed  of  designing  sports 
cars.  One  of  them  was  Kawamoto. 

That's  why  Kawamoto,  then  54  and  president  for  all  of 
eight  months,  wanted  his  idol's  blessing  for  what  he  was 
about  to  do.  Well  before  competitors  had  an  inkling  that  the 
coming  recession  would  devastate  their  sales,  Kawamoto 
sensed  trouble  inside  his  company.  A  10%  cost  overrun  on  the 
just  completed  1990  Accord  showed  that  Honda's  cherished  en- 


gineering  culture  was  out  of  control.  Waigaya  also  bogj  1 
things  down  now  that  the  company,  though  still  a  niche  n 
keter  in  Japan,  had  85,500  employees  worldwide  and  sale;  * 
$42  billion.  At  Mr.  Honda's  office,  Kawamoto  bowed, 
down,  and  got  to  the  point.  "Not  everything  you  taughi 
right  for  the  future,"  he  said.  "From  here  on,  I  will  do  thi  - 
that  may  not  be  agreeable  to  you.  Please  al 
me."  Honda  swallowed.  Then  he  nodded. 
NO  DISGUISES.  With  that,  Kawamoto  launcl 
the  most  wrenching  realignment  in  Hone  J 
history.  Ditching  waigaya,  he  and  two  top  c 
uties  began  ruling  by  fiat.  He  divided 
company  by  product  lines  so  the  robust  mo  - 
cycle  and  power-equipment  groups  wouk 
disguise  trouble  in  cars.  Kawamoto  him: 
took  over  autos,  now  75%  of  Honda's  sales 
reined  in  Honda's  free-spirited  engineers,  e 
though  he  had  once  been  one,  and  pulled 
of  Formula  One  racing— the  testing  groi 


for  Honda  engines  where  his  career  had  started.  Most  im{ 
tant,  Kawamoto  directed  an  all-out  attack  on  costs  on 
new  car  that  would  largely  determine  the  company's  U.  S. 
cess  through  the  1990s.  "We  were  a  company  run  by  insp 
tion,"  says  Takeomi  Miyoshi,  president  of  Honda  R&D 
rope.  "We  are  switching  to  logic  and  reasoning." 


st  of 
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TAMED  HONE 
VERSAW  THE 


ow  comes  the  day  of  reckoning.  The  1994  Accord— the  first 
-bound  car  developed  with  Honda's  new  approach— will  hit 
wooms  on  Sept.  9,  and  already  the  industry  is  abuzz, 
n  as  rivals  switch  to  bigger  and  pricier  midsize  cars, 
da  is  staying  with  a  compact  Accord.  The  four-cylinder  se- 
is  sportier  than  its  boxy  predecessor— though  cautiously  so 
till  play  to  the  Accord's  traditional 
/-boomer  customers.  The  car  is  safer, 
i  dual  air  bags  and  beefed-up  door 
ns.  An  optional  version  of  the  2.2  liter 
ne  boosts  fuel  economy  by  20%.  "Spec- 
ial-," says  DRl/McGraw-Hill  auto  ana- 
Bernard  G.  Campbell.  "It's  the  smooth- 
quietest,  most  expensive-feeling 
-cylinder  engine  I've  ever  experienced." 
est  of  all,  it's  affordable.  Thanks  to 
ay-pinching  where  it  doesn't  show— 
e  than  50%  of  its  parts  by  value  are 
i  the  1990  Accord  or  the  Civic— the 
Accord  will  be  priced  roughly  the  same  as  its  predeces- 
starting  at  $14,330.  "This  car  at  this  price  is  going  to  slow 
perception  that  the  Big  Three  are  back,"  argues  Jack 
lan,  auto  analyst  for  Salomon  Brothers  Inc. 
or  Honda's  sake,  he  had  better  be  right.  The  Accord  was 
erica's  best-selling  car  from  1989  to  1991.  Then  competitors 


weighed  in:  the  Toyota  Camry,  Nissan  Altima,  and  Chrysler 
LH  sedans.  In  a  flurry  of  incentives  and  fleet  sales,  Ford  Mo- 
tor Co.'s  redesigned  Taurus  took  the  1992  sales  title  last  De- 
cember, winning  by  8,820  cars.  Through  July,  the  Accord's 
sales  were  down  27.3%,  to  165,534,  while  the  Taurus  slipped 
only  4.7%,  to  200,928.  Tomoyuki  Sugiyama,  chief  of  the  '94  Ac- 
cord development  team,  downplays  pres- 
sure to  reclaim  the  title.  Yet  he  code-named 
his  baby  CY,  for  car  of  the  year. 
SURVIVAL  TEST.  Much  more  than  bragging 
rights  hinge  on  the  new  Accord's  popularity. 
All  Japanese  carmakers  are  hurting— even 
mighty  Toyota  Motor  Corp.  expects  operat- 
ing losses  this  year.  But  Honda— an  also- 
ran  in  Japan,  where  it  ranks  fourth  with  a 
8.4%  market  share— is  especially  vulnerable. 
It  missed  the  booming  minivan  market,  and 
though  its  Acura  brand  was  the  first  Japa- 
nese luxury-car  line  in  the  U.  S.,  Toyota's 
Lexus  and  Nissan  Motor  Co.'s  Infiniti  have  captured  much  of 
that  lucrative  business.  Of  Honda's  $14  billion  in  U.  S.  sales, 
more  than  50%  come  from  Accord  sedans,  coupes,  and  wagons. 
So  as  the  old  Accord  slipped  and  the  dollar  plunged  vs.  the 
yen,  Honda's  profits  slumped  41%  in  the  year  ended  in  March, 
then  62%  in  the  June  quarter,  when  it  took  a  25-billion-yen  hit 


THE  1994  ACCORD: 
FROM  DRAWING  BOARD  TO  SHOWROOM 


1989  SEPTEMBER  As  the  1990 
Accord  is  launched,  a  concept 
team  in  Japan  begins  brainstorm- 
ing for  the  next  full-model 
change,  scheduled  for  model- 
year  1994. 

1990  JUNE  Nobuhiko  Kawa- 
moto takes  over  as  Honda's  presi- 
dent. For  the  first  time,  American 
and  European  engineers  and 
marketers  are  flown  to  Tokyo  to 
help  with  early-stage  planning  for 
the  new  model. 

AUGUST  Nearly  60  American 
production  engineers  and  their 
families  begin  moving  to  Japan 
for  two-  to  three-year  stints  work- 
ing with  development  engineers 
at  Honda's  Sayama  assembly 
and  Wako  engine  plants  in 
Japan.  They're  to  make  sure  each 
part  can  be  easily  and  cheaply 
manufactured  at  Honda's  plants 
in  Ohio. 

DECEMBER  The  Japanese  auto 
market  begins  a  three-year  slide. 
After  a  contest  among  Honda's 
studios  in  Japan,  the  U.S.,  and  Eu- 
rope, top  Honda  stylists  choose 
the  1 994  Accord's  design.  An  en- 
try from  the  Wako  studio  beats 
out  the  designs  from  the  U.S.  and 
Europe. 


1991  MARCH  Faced  with  disap- 
pointing sales  and  surging  costs, 
Kawamoto  radically  restructures 
Honda  and  takes  personal  con- 
trol of  auto  operations. 
DECEMBER  For  the  third  year  in  a 
row,  the  Accord  is  America's  best- 
selling  car. 

1992  MARCH  Kawamoto  drives 
the  first  '94  Accord  prototype 
and  asks  for  changes  in  styling:  a 
raised  hood  and  taller  grille.  A 
test  run  shows  that  the  engine 
overheats. 

SEPTEMBER  To  save  money,  Hon- 
da decides  to  pull  out  of  Formula 
One  racing,  which  it  had  used  to 
hone  many  engine  advances 
DECEMBER  Ford's  Taurus  breaks 
the  Accord's  run  as  the  top-selling 
car  in  America. 

1993  JANUARY  Accord  sales 
plunge  after  Honda  removes 

$  1,000  dealer  rebates  it  had  used 
to  battle  Ford. 

JUNE  Honda's  profits  slump  62% 
at  the  close  of  its  first  fiscal  quar- 
ter, and  the  company  predicts  an 
additional  40%  drop  for  the  year 
ending  in  March,  1994. 
SEPT.  9  The  1 994  Accord  will  hit 
the  showrooms. 
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A  THOUSANDS 


in  currency  losses.  Kleinwort  Benson 
International  Inc.  auto  analyst  Steve 
Usher  thinks  Honda  will  post  its  first 
operating  loss  this  quarter.  "If  this  car 
fails,  we  won't  survive,"  says  Kawamoto. 

While  t  hat 's  unlik«  |v.  the  Acn  >rd  will 
prove  the  wisdom  or  folly  of  his  reorgan- 
ization. More  than  with  any  previous 
model,  American  design,  production,  and 
marketing  ingenuity  had  a  hand  in 
bringing  this  Honda  to  life.  And  Honda's 
pampered  Japanese  engineer's  learned, 
many  for  the  first  time,  how  to  cooper- 
ate with  other  parts  of  the  company. 
Both  are  important  now  that  the  fierce- 
ly independent  but  cash-strapped  compa- 
ny realizes  it  can  expand 
overseas  only  with  the  help 
of  partners  such  as  Britain's 
Rover  Group  Ltd.  and  South 
Korea's  Daewoo  Corp.  "The 
CY  development  was  like  a 
trial  run  in  learning  how  to 
work  more  intricately  with 
international  partners,"  says 
Executive  Vice-President 
Yoshihide  Munekuni. 

The  '94  Accord  will  also 
foreshadow  how  well  Japa- 
nese carmakers  can  rebound 
against  Detroit.  After  decades 
of  steady  growth  in  which 
there  was  always  some  new 
market  to  conquer  or  a  mis- 
step by  the  U.  S.  Big  Three 
to  exploit,  the  Japanese  have 
hit  a  wall.  Japan's  home  mar- 
ket has  reached  saturation. 
Europe  is  increasingly  protec- 
tionist, and  Detroit  has  fought 
back  with  quality  products 
such  as  the  Taurus  and  Gen- 
eral Motors  Corp.'s  Saturn. 
No  longer  able  to  count  on 
sheer  volume  for  profit,  Ja- 
pan is  cutting  costs.  "From 
now  on,  every  Japanese  prod- 
uct launch  will  reflect  these 
efforts,"  says  Kleinwort  Ben- 
son's Usher. 

"ROUGH  STARTUP."  The  story 
of  the  '94  Accord  begins  in 
September,  1989,  just  after 
the  1990  model  went  public. 
Sugiyama  assembled  a  core  team  of 
some  20  engineers  to  conceptualize  the 
next  generation.  And  though  the  1990 
model  was  striking  gold,  the  need  for 
drastic  changes  was  obvious.  Despite  its 
ho-hum  styling,  the  '90  had  cost  a  mint. 
A  switch  from  a  cast-iron  engine  block 
to  an  aluminum  one  plus  other  changes 
required  new  assembly  lines  and  caused 
glitches  galore.  "We  had  a  rough  start- 
up," recalls  Al  Traucht,  associate  chief 
engineer  of  the  New  Model  Center  at 
Honda's  Marysville  (Ohio)  plant.  In  fact, 
while  the  company's  sales  in  1990's  first 


quarter  jumped  24.1%,  net  income  rose 
only  8.9%.  So  the  '94  team  set  basic  ob- 
jectives: Hold  total  spending  level  with 
the  1990  Accord.  Cut  new  equipment 
investment  in  half.  Carry  over  50%  of 
the  parts— and  anchor  the  price. 

The  '90  offered  another  lesson:  Mak- 
ing one  world  car  may  be  impossible. 
To  preserve  Honda's  American  image 
as  a  maker  of  well-engineered  family 
cars,  project  chief  Miyoshi  hadn't 
changed  styling  much  on  the  '90  model. 
Yet  R&D,  anxious  to  bolster  Honda's 
sportier  image  in  Japan,  had  come  up 
with  a  spiffy  five-cylinder  engine.  De- 
bates raged  over  whether  to  sell  the 


TOUGHER  COMPETITION  IN  THE  U.S.  MARKET.. 


bags  and  a  stronger  body,  and  the  enW 
ronment— improved  fuel  efficiency.  Hll 
da  executives  felt  they  sold  400,000  a 
cords  a  year  in  the  U.  S.  because  thl 
customers  prized  good  fuel  economy.  | 
Honda  stayed  with  four  cylinders,  e\\j 
though  most  competitors  offer  V-6s.  TM* 
end  1994  EX  models  will  have  a  mm 
powerful  four-cylinder  engine  that  uJ 
an  advanced  design— adapted  from  ¥r  i 
mula  One  racing— to  match  the  accelenl 
tion  of  a  V-6  and  best  it  in  fuel  econoifij 
That  decision  also  reflected  HondH 
limited  resources.  Executives  opted  I 
launch  the  two-door  version  weeks  affl 
the  '94  sedan,  followed  by  a  wagon  ww 
in  three  months.  This  mel 
Honda  couldn't  afford  toj 
fer  a  V-6  until  the  '95  ml 
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...IS  DEEPENING  HONDA'S  WORLDWIDE 
SALES-AND-PROFIT  SLUMP 


'90  '91  '92 
▲  BILLIONS  OF  DOLLARS 


'94  '89  '90  '91  '92 
EST.   A  BILLIONS  OF  DOLLARS 


DATA:  COMPANY  REPORTS  AND  ESTIMATES 


•FISCAL  YEAR  ENDS  MARCH 


same  Accord  in  all  markets  and  what  it 
should  look  like.  Time  ran  out,  and  Hon- 
da ended  up  wasting  millions  by  throw- 
ing money  at  two  completely  different 
cars.  The  Accord,  heralded  as  a  world 
car,  sold  poorly  in  Japan,  and  the  Acura 
Vigor,  with  the  five-cylinder  engine, 
flopped  in  the  U.  S. 

Sugiyama  was  determined  to  avoid 
such  waste  on  the  '94  model.  But  he 
also  didn't  want  to  churn  out  just  an- 
other cheap  car.  "Value  for  money"  be- 
came the  CY  mantra.  The  values  he 
stressed  were  safety,  in  the  form  of  air 


el.  Some  sales  staffers 
even  considered  delayi 
the  entire  car  for  a  ye 
But  senior  executives 
toed  that,  since  Toyota 
Chrysler  were  aiming  at 
Accord  with  the  Camry 
LH  Sedan.  "Right  now, 
erybody's  real  glad  that 
had  the  new  car  re: 
when  we  did,"  says  Scott 
Whitlock,  executive  vi 
president    of  Honda 
America  Manufacturing  I 
in  Marysville. 

AGING  DRIVERS.  Styling 

the  CY  was  another  tot  ^ 
call.  "Many  of  us  thouj 
the  '90  Accord  was  too  c 
servative,"  says  Thomas 
Elliott,  executive  vice-pr< " 
dent  at  American  Hor 
Motor  Co.,  the  U.  S.  sa 
group.   Honda   was  a 
watching  the  average 
of  Accord  buyers  climb 
44.5  years  for  the  '90  mo 
from  40  for  the  '86— wl 
their     average  inco 
jumped   from  $47,000 
$55,000.  The  team  fretC 
that  if  the  trend  persist 
Honda  would  be  maki 
family  cars  for  people  w 
no  longer  needed  them, 
also  thought  family  incomes  would  cli 
more  slowly  than  in  the  '80s,  mak 
price  more  important.  So  Honda  am 
the  1994  model  at  a  younger  market- 
years  old  for  the  sedan  and  35  for 
coupe.  "With  the  CY,  we  knew  there  1 
to  be  a  revolutionary  change,"  says  E 
ott,  who  joined  Honda  fresh  out  of  ( 
lege  in  1970,  three  months  after  1 
company  began  selling  cars  in  the  U 
"We  wanted  more  contemporary  si 
ing,  especially  for  the  two-door  coup< 
In  June,  1990,  Honda  kicked  off  j 
CY  project  with  a  meeting  of  more  tl 
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people— and  for  the  first  time  in- 
ed  key  U.  S.  and  European  players, 
.he  Hotel  Urashima,  Sugiyama  laid 
tiis  development  priorities  and  Whit- 
,  a  former  lawyer  who  had  run  Ma- 
ille  since  1985,  said  his  plant  needed 
tig  early  communication  with  Japan 
void  the  problems  of  the  previous 
el.  Then  the  U.  S.  design  team  unex- 
edly  presented  a  color  slide  show 
video  of  their  concept.  "Those  guys 
always  surprising  us,"  says  Koichi 
ita,  chief  designer  at  Honda's  studio 
/ako,  near  Tokyo. 

n  intense  rivalry  soon  developed 
ng  Honda's  four  design  studios.  Each 
ed  an  image  to  set  the  theme  for  its 
y,  submitted  sketches  in  July,  then 
rned  to  Wako  with  a  quarter-scale 
el  in  September.  The  Americans— us- 
a  shark  theme— came  up  with  an  ag- 
isive  car  with  dramatically  tapering 
s  and  no  grille.  Ichiro  Yamaguchi  of 
European  team  says  a  cheetah  in- 
ed  its  design's  narrow  band  of  win- 
s  on  a  wedge-shaped  body.  Hirata's 
n  started  with  a  shooting  star  image 
quickly  changed  to  an  American  bald 
e— to  express  a  winglike  shoulder, 
>ulge,  sweeping  along  the  sides  of 
car.  Hirata  also  acknowledges  that 
nodified  his  design  after  seeing  the 
!.  team's  sketches. 

he  final  design  meeting  was  held  on 
.  18,  1990,  at  the  Wako  research 


grounds.  Each  group  leader 
presented  his  $300,000  full- 
scale  mock-up.  Sugiyama  felt 
the  U.  S.  offering  was  too 
similar  to  other  cars;  Miyoshi 
found  the  shark  imagery  too 
aggressive,  too  American. 
"We  don't  want  a  car  with  American 
taste,  we  want  Honda  taste  well-fitted  to 
the  American  market,"  says  Miyoshi. 
They  huddled,  then  Hiroshi  Zaima,  the 
Wako  studio  chief,  pronounced  Hirata's 
look  the  winner.  The  CY's  styling  had 
been  decided— a  year  earlier  in  the  cycle 
than  with  the  '90  Accord. 
TWEAKING.  The  production  side  got  an 
early  start,  too.  In  August,  1990,  the 
first  of  nearly  60  production  engineers 
and  their  families  came  to  Japan  to 
make  sure  designers  paid  as  much  atten- 
tion to  the  manufacturing  needs  of  the 
Marysville  assembly  plant  and  the  Anna 
(Ohio)  engine  factory  as  they  did  to 
Japan's  Sayama  assembly  plant  and 
Wako  engine  factory  (page  68).  It  was 
one  of  the  biggest  technical  exchange 
programs  ever  by  a  Japanese  company. 
White-coveralled  American  "associates," 
as  Honda  calls  employees,  toted  three- 
inch-thick  binders  stuffed  with  more 
than  1,000  suggestions  from  their  col- 
leagues. 

Some  were  minor  tweaks.  Marysville 
proposed  a  new  design  for  the  48  plastic- 
clips  that  attach  rubber  sealing  around 


ENGINEERS  INSPECT 
THE  '94  ACCORD: 
HONDA'S  AMERICAN 
TEAM  MADE  BIG 
CONTRIBUTIONS 


doors.  It  avoided  sore  fingers 
for  line  workers  by  requir- 
ing only  one-eighth  the  previ- 
ous pressure  to  install.  Other 
suggestions  held  down  costs. 
Michael  Jett's  engine  team 
from  Anna  intervened  when 
Japanese  designers  blithely  eliminated 
a  bracket  on  top  of  the  engine.  In 
Marysville's  overhead-rack  system,  the 
bracket  was  used  to  transport  the  en- 
gine through  the  assembly  process.  A 
change  would  have  cost  thousands  of 
dollars,  so  Jett's  team  persuaded  the 
designers  to  leave  the  bracket  on. 

Sometimes,  the  Japanese  and  Ameri- 
cans agreed  to  disagree.  Designers  at 
Wako  wanted  to  save  money  by  using 
the  same  aluminum  case  on  the  Accord 
that  holds  the  automatic  transmission's 
torque  converter  on  a  Prelude.  But 
Anna's  engineers  figured  it  would  run 
them  $800,000  for  new  dies  to  cast  the 
case  and  $66,000  in  new  cutting  tools 
to  machine  it.  They  proposed  minor 
changes  to  the  '90  casing,  using  existing 
equipment.  So  the  Accord  will  have  two 
different  cases.  By  the  same  token,  cost 
dictated  building  the  optional  V-6  in 
Wako,  where  Honda  assembles  a  similar 
engine  for  the  Legend.  That  could  be 
done  for  $2  million  in  extra  tooling— vs. 
$50  million  for  a  new  line  at  Anna. 

The  CY's  designers  also  were  more 
influenced  than  ever  before  by  the  skills 
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of  their  suppliers.  In  the  summer  of 
1990,  Honda  sent  engineers  to  33  key 
subcontractors  in  Japan  and  28  in  the 
U.  S.,  which  together  make  parts  that 
represent  60%  to  70%  of  the  car's  value. 
In  the  U.  S.,  this  led  to  Rockwell  Inter- 
national Corp.  redesigning  the  rear  car- 
go area  of  the  wagon  to  add  storage. 
"Instead  of  saying  'Here's  the  design,' 
we  used  theirs,"  says  James  C.  Wehr- 


man,  Marysville's  purchasing  manager. 

Each  part  also  had  to  pass  a  grilling 
by  senior  engineers  on  the  newly  creat- 
ed Value  Engineering  Evolution  Team 
(veet).  Why  this  shape?  Why  this  mate- 
rial? Only  after  this  ordeal  could  a  de- 
signer sketch  a  prototype  part.  Both  the 
supplier  visits  and  the  VEET  drill  took 
extra  time.  But  by  driving  down  the 
cost  of  each  component,  the  process  held 


procurement  costs  flat  vs.  the  tyj 
10%  increase  for  a  model  change, 
process  also  slashed  postprototype 
sign  changes  by  20%  vs.  the  '90  mo 
Japanese  carmakers  are  under  hf 
political  pressure  to  buy  more  Arrj 
can-manufactured  parts,  so  Honda  n 
that  a  top  priority.  It  says  the  local 
tent  of  the  new  Accord  will  be  | 
measured  under  new,  stricter  I 


HOW  A  TEAM  OF  BUCKEYES  HELPED  HONDA  SAVE  A  BUNDLE 


One  stifling  summer  day  in  1991, 
a  dozen  or  so  American  engi- 
neers gathered  in  a  window- 
less  room  at  Honda  Motor  Co.'s  Saya- 
ma  factory  outside  Tokyo.  Secrecy  was 
paramount,  for  scattered  about  lay 
hundreds  of  prototype  parts  from  the 
company's  Tochigi  research  lab.  The 
Americans  rolled  up  their  sleeves  and 
within  hours  assembled  by  hand  a  pro- 
totype of  the  1994  Accord.  In  the  past, 
at  best  a  few  U.  S.  engineers  had  been 
flown  in  to  watch  this  ritual.  This  time, 
"it  was  like  someone  opened  a  candy 
shop,"  says  Gary  Craw- 
ford, an  engineer  from 
Marysville,  Ohio.  "Right 
away,  we  started  listing 
up  design  changes." 

The  sweetest  part  is, 
Honda  listened.  The 
North  American  Task 
Group,  as  it  was  called, 
saved  millions  of  dollars 
by  helping  design  the  '94 
Accord  so  it  can  be  manu- 
factured easily  at  Honda's 
Marysville  plant.  Honda 
paid  $500,000  each  to 
move  nearly  60  U.  S.  en- 
gine and  production  spe- 
cialists to  Japan  with 
their  families  for  two  to 
three  years.  The  Ameri- 
cans brainstormed  with  Japanese  de- 
signers and  reviewed  preliminary 
sketches— up  to  two  years  earlier  in 
the  process  than  ever  before. 

LEARNING  THE  RULES.  The  relationship 
was  rocky  at  first.  When  he  arrived,  "I 
said,  'no  way' "  it  would  work,  grins 
Michael  Jett,  who  led  13  members 
from  Honda's  engine  plant  in  Anna, 
Ohio.  Likewise,  the  Japanese  were 
shocked  by  their  eager  visitors  with 
their  avalanche  of  questions.  Daijiro 
Watanabe,  senior  engineer  at  the  com- 
pany's Wako  plant  near  Tokyo,  thought 
the  Americans  were  coming  for  in- 
struction. They  did  learn  a  few  things: 
Don't  be  forceful,  don't  show  emotion, 
and  if  you  request  a  design  change, 


you'd  better  back  it  up.  "Some  of  these 
guys  have  been  doing  things  the  Hon- 
da way  longer  than  I've  been  alive," 
says  Jett,  31.  He  was  impressed  by 
old  hands  who  tested  for  vibration  and 
excess  engine  noise  by  ear. 

After  a  break-in  period,  the  part- 
ners got  along  well.  In  fact,  the  sides 
sometimes  ended  up  being  production 
engineers  vs.  design  engineers  rather 
than  Americans  vs.  Japanese.  Once, 
for  instance,  the  designers  suggested 
using  a  more  heat-resistant  aluminum 
for  pistons.  But  Ohio  couldn't  do  that 


without  new  equipment, 
rejiggering  the  Wako  line 
would  have  been  costly.  Wata- 
nabe and  U.  S.  engineer  Greg 
Benedict,  who  worked  as  a 
team,  their  desks  facing  each 
other's,  talked  the  designers 
out  of  the  change. 

The  main  goal  for  Americans  and 
Japanese  alike  was  to  flag  designs  that 
would  cause  trouble  in  Ohio.  The  Japa- 
nese designers  initially  eliminated  a 
three-inch  by  six-inch  bracket  that 
strengthened  the  floor  of  the  '90  mod- 
el but  wasn't  needed  on  the  '94.  They 
didn't  realize  that  at  Marysville,  the 
machine  that  inserts  the  front  and  rear 
window  glass  clamps  onto  that  bracket 


THE  JETT  FAMILY: 
VOLUNTEERS  FROM 
HONDA  SMOOTHED 
THEIR  TRANSITION 
TO  LIFE  IN  JAPAN 


to  align  the  car.  Marysville's  Colin  Vv 
ney  calculated  the  cost  of  modifyi 
its  assembly  equipment  at  $1  millii 
So  Wigney's  team  designed  a  thinr 
bracket,  strong  enough  to  work,  that 
12<t  per  car  cheaper  than  the  old  or 
"HONDROID."  Joining  the  progr; 
meant  making  sacrifices.  Colin  a 
Robin  Wigney  temporarily  handed  o^ 
their  new  bed  and  breakfast  in  Wor 
ington,  Ohio,  to  her  parents.  Carol 
Benedict  gave  up  her  golden  retries 
and  her  job  as  a  social  worker.  Posl 
to  towns  outside  Tokyo,  the  famil 
had  to  cope  with  a  n 
language  and  notorie 
Robin  Wigney,  a  self-i 
scribed  "Hondroid,"  for 
herself  signing  au 
graphs.  For  escape,  th< 
was  Tokyo's  Hard  R( 
Cafe  and  the  Honda  s( 
ball  team. 

Honda  smoothed  t 
way  with  Japanese  wn 
who  once  lived  in  t 
U.  S.  They  handled  em 
gencies  such  as  when  '. 
ana  Jett's  daughter  A; 
ley  needed  stitches  in  1 
chin.  When  Task  For 
Senior    Manager    K  J-: 
Smalley's  daughter,  d  ^ 
perate  to  fit  in  at  elerm 
tary  school,  had  to  hav( 
precisely  shaped  bag 
her  harmonica,  a  Jaj 
nese  volunteer  stayed 
late  to  make  it. 

Honda  plans  to  ma 
its  exchange  progr; 
with  Americans  constan 


permanent 

cycling  through  its  Japanese  plan 
That's  a  popular  decision  in  Mar; 
ville,  where  engineers  who  worked 
the  '94  Accord  now  pick  up  a  pho 
and  take  care  of  a  problem  direc 
with  their  Japanese  colleagues— inste 
of  going  through  an  intermediary.  "Tl 
fog  has  lifted,"  says  Crawford.  A  . 
that  can  only  be  good  for  Honda. 

By  Karen  Lowry  Miller  in  Wi 


TO- 
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Whafs  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
usiness  problems — the  ones  hidden  in  your 
nderlying  business  practices. 

And  that's  where  our  proprietary  knowledge 
ase  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
our  operating  practices  to  the  best  in  the  business 
/orld — within  your  own  industry,  and  across 
ne  board. 

So  we  can  gain  insight  into  what's  slowing 
ou  down.  And  roll  out  more  creative  ways  to  help 
ou  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ng  resource  of  its  kind.  Driven  by  an  advanced 
pplication  of  CD-ROM  technology.  Updated 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 


lasting  progress — on  paper  and  in  practice. 


Best  Practices. 
Putting  insight 
into  practiced 


Arthur 
Andersen 


1993  Arthur  Andersen  &  Co.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 
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rules.  That  wasn't  easy  to  reach.  After 
evaluating  I'.S.  sunroof  suppliers,  Hon- 
da chose  ASC  Inc.  of  Southgate,  Mich. 
But  nearly  all  its  factories  were  in  South 
Korea.  So  Honda  persuaded  asc  to  build 
a  $5  million  factory  in  Columbus,  Ohio, 
and  muscled  Yachio,  its  current  supplier 
in  Japan,  into  providing  factory  tours 
and  selling  some  equipment  to  its  new 
competitor. 

SUITS  AND  TIES.  As  the  CY  took  shape, 
Honda's  troubles  grew.  In  March,  1992, 
the  company  posted  its  third  straight 
annual  profit  decline.  And  1992  unit  sales 
dropped  10.3%  in  Japan  and  4.3%  in  the 
U.  S.  Kawamoto  restructured  further  by 
splitting  the  company  into  four  geo- 
graphic regions— North  America,  Eu- 
rope, Japan,  and  other  markets— as  the 
first  step  toward  greater  local  autonomy. 
In  Japan,  he  began  shifting  from  auto- 
matic, seniority-based  pay  raises  to  a 
largely  merit-based  system— progressive 
management,  maybe,  but  also  a  way  to 
hold  down  payroll.  A  key  management 
loss  caused  added  pain.  Executive  Vice- 
President  Shoichiro  Irimajiri  resigned 
abruptly  in  March,  officially  for  health 
reasons,  though  he  then  moved  to  video- 
game maker  Sega  Enterprises  Ltd.  "It 
took  me  two  months  to  recover  from 
his  departure,"  confesses  Kawamoto. 

The  rest  of  the  Japanese  industry 
was  also  slipping  into  crisis.  Companies 
that  once  churned  out  87  steering-wheel 
choices  for  one  model  slashed  options. 


They  also  tried  to  standardize  parts. 
Honda  had  been  one  of  the  worst  cul- 
prits because  its  engineers  had  so  much 
freedom.  So  Kawamoto  co-opted  the  top 
engineers,  bringing  them  into  headquar- 
ters where  they  report  to  him.  Wearing 
suits  and  ties  instead  of  white  overalls, 
they  keep  their  R&D  colleagues  in  check 
and  eliminate  duplicate  work  among  the 
Civic,  Prelude,  Legend,  and  other  teams. 

Through  all  this  turmoil,  Kawamoto 
kept  an  eagle  eye  on  the  CY.  Hirata's 
rendering  of  side  windows  with  no  cen- 
ter pillar  had  been  dropped.  But  Kawa- 
moto was  keen  on  the  look.  Finally,  the 
rejected  section  was  retrieved  from  a 
scrap  heap  and  slapped  back  on  the 
model  to  prove  the  designers  right.  Dur- 
ing many  visits  to  Tokyo,  American  mar- 
keter Elliott  persuaded  designers  to 
change  the  shape  of  the  car's  headlamps 
and  taillights  and  to  retain  folding  side 
mirrors  rather  than  using  cheaper  fixed 
ones.  He  also  lobbied  successfully  for 
protective  side  molding,  which  the  de- 
signers wanted  to  do  without. 

Inevitably,  the  efforts  to  balance  fuel 
efficiency,  safety,  and  aerodynamics 
clashed.  To  save  weight,  the  engine 
team  designed  a  new,  lighter  subframe 
to  support  the  motor.  But  it  pushed  the 
engine  slightly  higher,  and  Hirata's  hood 
wouldn't  shut.  In  meeting  after  meet- 
ing, he  defended  his  low  front  on  styling 
grounds.  But  Wako's  Watanabe  argued 
that  the  CY  needed  the  frame  to  help 


h 


pare  127  pounds  off  the  car  to  allow 
added  safety  equipment.  After  m< 
than  three  months,  Hirata  gave  in 

Then  one  snowy  day  in  March,  19 
Kawamoto  took  the  first  running  p 
totype  for  a  spin  at  a  test  track  north 
Tokyo.  Seeing  it  outside,  somethi  ^ 
bothered  him.  The  nose,  he  decided,  v 
too  low  and  flat  to  balance  with  ir1! 
body  and  needed  to  be  thickened  or 
car  would  appear  to  tip  forward.  "Si 
ing  is  the  expression  of  our  compar 
says  Kawamoto.  "In  a  time  of  confusi  g 1 
I  make  the  final  design  decisions." 
giyama  was  horrified.  "You  saw  it 
times,  why  didn't  you  notice  it  befor 
he  recalls  muttering.  The  cost  was 
much.  But  when  a  leader  who  espou 
early  decisions  and  tight  schedules  c  ugJ 
tradicts  himself,  morale  suffers.  "We  1 
our  spirit,"  says  Sugiyama.  "They  W' 
furious  at  me,"  concedes  Kawamoto. 
grille  work.  For  two  weeks,  Hir 
resculpted  the  clay  model.  Elliott  jet  ft 
over  to  look.  Marysville  fretted  over 
specter  of  delays.  Yet  once  the  key  pi 
ers  had  gathered,  "we  all  agreed  he  \ 
right,"  says  Hiroshi  Kuroda,  then  de 
ty  project  leader  of  design.  So  tl 
raised  the  hood  by  three-quarters  of 
inch  and  made  the  grille  a  quarter-h 
taller.  Test-track  engineers  had  a 
found  that  the  engine  overheated— 
that  was  solved  with  the  larger  gri 
All  told,  factory  managers  had  los 
month  reprogramming  machine  to 


rticip; 


Bins 
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Before  you  buy  a  plain  paper  fax, 
take  a  look  at  our  shopping  list. 


6PJ. 


"^anon's  reputation  for  I 
equality  has  always  put  our 
ain  paper  fax  at  the  top  of 
eryone's  list.  But  now  there's 
le  more  reason  to  make  the 
.  in  fax  your  #1  choice:  Value. 

If  you  buy  any  Canon  Laser 
lass™  700  Series  FAX  from 
ptember  1-November  30, 1993 
irticipating  Canon  authorized 
:alers  will  throw  in  a  special 
ickage  with  the  extras  you  want 
ost:  More  memory,  more  service 
id  computer  connectivity. 

All  that,  plus  Canon's  built-in 
Ivantages.  Exclusive  image  pre- 
ssing and  laser  printing  technology 


Official  Facsimile  of 
■>:N    and  U.S.  National  Team 

a\  dealer  prices  may  vary  Canon  USA  does  not  warrant  or  endorse  third  party  lax  software  Memory  upgrade  not  available  on  FAX-L790 
-nputer  Interlace  not  available  on  FAX-L700/  L790  -Based  on  CCITT  #1  chart  ©  1993  Canon  USA  ,  inc 


>FreeFX-Uupply  cartridge  ior 
'later  economy. 
,  L  memory  upgrade kitior 

(which  includes  we  hase 

°conSatdealer's^^ 
regular  price.  ffl 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second* 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridg 
that  allows  you  to  easily  replace 
everything  that  can  wear  out  in 
the  printing  process. 

Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait?  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Cane 


which  threatened  to  delay  production. 

Trouble  also  erupted  in  the  body 
group.  Marketing  staffers  argued  that 
the  upper  rear  corner  on  the  sedan's 
back  door  angled  down  too  sharply,  so 
passengers  brushed  their  heads.  Design- 
ers clung  to  the  steeply  slanted  line  for 
its  sporty  look.  But  after  a  year  of  hag- 
gling and  studying  rivals,  they  relented. 
With  just  eight  months  to  go  until  man- 
ufacturing began— far  later  in  the  pro- 
cess than  normal  for  such  a  change— 
they  lifted  the  top  of  the  door  by 
three-quarters  of  an  inch.  It  cost  only 
$40,000  in  machine-tool  reprogramming. 
In  fact,  Kuroda  says  he  used  less  than 
half  his  $14  million  design-change  budget 
for  the  CY. 

TOO  COMFY.  By  November,  1992,  proto- 
types were  running  from  Los  Angeles  to 
Denver  and  from  Death  Valley  to  Las 
Vegas.  Elliott  took  the  wheel  and  said 
the  CY  had  more  the  sluggish  feel  of  a 
U.  S.  car  than  the  crisp  response  of  a 
Honda.  In  balancing  the  appeal  to  young- 
er and  older  drivers,  Honda  had  leaned 
"too  much  toward  comfort  instead  of 
handling."  Engineers  scrambled  to  fine- 
tune  the  suspension.  Kawamoto  then 
stole  through  Los  Angeles  streets  at 
night  during  a  prototype  test  last  March 
to  make  sure  the  CY  handled  right. 

By  then,  the  pressure  on  Honda  was 
excruciating.  Accord  sales  had  plunged 
once  Taurus-fighting  incentives  of  $1,000 
were  removed.  Honda  advanced  the 
sedan's  production  start  by  a  week  to 
Aug.  24.  It  pulled  the  coupe  launch 
ahead  by  a  month,  to  Oct.  1. 

Next,  Kawamoto  hopes  to  apply  the 
lessons  learned  from  '94  Accord  to  a 
version  made  for  Europe  and  possibly  an 
Asian  model.  Given  Honda's  limited  re- 
sources, he'll  also  likely  strike  new  part- 
nerships, such  as  a  deal  announced  last 
December,  to  sell  sport-utility  vehicles 
built  by  Isuzu  Motors  Ltd.  in  the  U.  S. 
in  1994  under  the  Honda  name.  Manag- 
ing such  ventures  is  just  one  of  his  chal- 
lenges. As  Kawamoto  charts  a  course 
into  the  21st  century,  he  must  also  be- 
ware of  extinguishing  the  creative  spir- 
it that  has  sustained  Honda  for  so  long. 

And  he  has  to  do  it  without  the  loyal- 
ty commanded  by  Soichiro  Honda,  whose 
charisma  inspired  streams  of  Honda  em- 
ployees and  owners  to  lay  flowers  and 
gifts  outside  his  home  at  his  death  two 
years  ago.  Still,  by  renovating  the  com- 
pany, Kawamoto  is  in  a  way  following 
the  founder's  precepts.  "I  rejected  Mr. 
Honda's  way,  but  that  is  the  Honda  spir- 
it," he  says.  With  new  Accords  on  their 
way  to  dealers,  he  is  about  to  discover 
how  well  his  way  works. 

By  Karen  Lowry  Miller  in  Tokyo,  with 
Larry  Armstrong  in  Los  Angeles  and 
David  Woodruff  in  Marysville,  Ohio 


POWER,  HANDLING,  COMFORT— 
A  SOLID  SEDAN 


So  this  is  the  model  that's  sup- 
posed to  make  the  Honda  Ac- 
cord America's  best-selling  car 
again.  Not  likely.  Of  course,  I  said  that 
about  the  last  all-new  one,  the  vener- 
able '90.  Too  conservative,  I  said;  too 
much  like  its  predecessor.  The  public 
proved  me  wrong  and  bought  more 
Accords  than  any  other  car,  Ameri- 
can or  Japanese. 

I  may  be  right  this  time,  and  not 
just  because  of  styling.  The  competi- 
tion has  simply  gotten  much  better- 
witness  the  new  Dodge  Intrepids  and 
Eagle  Visions  from  Chrysler  and  up- 
graded products  from  nearly  every 
Japanese  rival.  Meanwhile,  Honda— 
unlike  Ford,  whose  Taurus  be- 
came the  No.  1  seller  last  year- 
refuses  to  pad  the  numbers  by 
unloading  inventory  at  scant  prof- 
its so  rental-car  fleets  can  offer 
weekend  specials. 

Still,  a  lot  of  drivers  will  like 
this  car.  To  get  an  early  peek,  I 
drove  deep  into  California's  Mo- 
jave  Desert,  where  Honda  has 
built  both  a  7.5-mile  test  oval  for 
Autobahn-like  speeding  and  a  5- 
mile  course  that  duplicates  some 
of  America's  worst  roads. 

One  of  the  best  parts  of  driv- 
ing a  Honda  is  getting  in.  Intui- 
tively, you  know  where  the 
switches,  knobs,  and  dials  are  go- 
ing to  be.  This  Accord  takes  the 
formula  to  the  next  step.  Con- 
sole radio  and  air-conditioning 
controls  have  been  moved  closer 
to  eye  level.  And  though  there's 
a  new  passenger-side  air  bag,  the 
glove  box  is  generously  sized. 
The  cup  holder  also  has  been  moved 
off  the  dash  and  back  between  the 
seats,  so  reaching  for  a  Big  Gulp  no 
longer  ejects  the  cassette.  Such  amen- 
ities don't  extend  to  rear-seat  passen- 
gers, however.  To  hold  base  prices  to 
current  levels— $14,330— Honda  resisted 
building  a  bigger  Accord.  Despite  im- 
provements in  toe  space  and  knee 
room,  the  rear  is  still  a  tight  fit. 
nice  touch.  Mechanically,  the  Accord 
remains  a  pleasure.  When  you  turn 
the  ignition,  this  model  sounds  almost 
like  a  luxury  car:  There's  hardly  any 
sound  or  vibration.  Maybe  a  Camry 
can  do  this,  but  no  U.  S.  four-cylinder 
engine  can— nor  can  it  match  this  mo- 
tor's pound-for-pound  power.  Lapping 


the  track  at  higher  speeds,  I  try 
evoke  a  sense  that  the  engine  isn't  i 
to  it.  Somewhere  past  100  mph,  I  gr 
up.  Honda  will  offer  a  V-6  next  yes 
but  I  doubt  the  Accord  will  need  it. 

On  the  rough-road  course,  the  A 
cord  lives  up  to  its  reputation  as  tl 
best-handling  family  car  in  the  U. 
That's  partly  because  of  its  race-ca 
type,  double-wishbone  suspension 
all  four  wheels  and  a  new  power-assis 
ed  steering  system  that  reacts  to  foi 
es  on  the  tires  instead  of  just  tl 
speed  of  the  car. 

Styling?  Frankly,  I  wasn't  n 
pressed.  Too  conservative  for  m 
That's  because  Honda  is  trying  to 


RATING  THE  NEW  ACCORD 


Graded  on  a  scale  from  I  to  5: 


EXTERIOR  STYLING  Maybe  what  Honda 
needs,  but  not  a  head-turner. 


INTERIOR  STYLING  Simple,  thoughtful 
layout.  The  best  just  got  a  little  better. 


ROOMINESS  Fine  up  front,  but  rear  seat  is 
a  tight  squeeze. 


NOISE,  VIBRATION  Vastly  improved;  now 
close  to  Camry  standards. 


HANDLING  Pure  Honda:  Crisp,  solid,  very 
responsive  for  a  family  car. 

DATA;  BUSINESS  WEEK 


tract  a  younger  generation  of  famil 
car  buyers— without  alienating  tho: 
who  love  the  Accords  they  now  driv 
The  resulting  wedge  shape,  with 
high  rear  deck  that  slopes  to  a  low« 
more  aggressive  nose,  is  sportier— b 
also  vaguely  European  and,  to  me,  u 
comfortabh  dated. 

Still,  it's  a  much  more  sophistical 
design,  more  aerodynamic.  And  tl 
car  retains  familiar  Honda  cues,  su< 
as  a  steeply  raked  windshield  and 
stable,  bottom-weighted  stance.  So  gi 
en  its  target  audience  and  aggressi1 
pricing,  Honda  may  have  come  up  wi 
another  winner— and  a  new  benchma 
for  family  sedans. 

By  Larry  Armstrong  in  Cantil,  Cal 
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One  revolutionary  shoe  provides  unsurpassed,  unheard-of  comfort.  The  Florsheim 
Comfortech  Flexible.  Simply  put,  it's  a  dress  shoe  with  the  soul  of  an  athletic  shoe. 
Which  means  it'll  bend  over  backwards  to  move  with  you.  Keep  you  quick  on  your  feet.  And  absorb 
more  of  the  impact  when  you  pound  the  pavement.  Even  the  price  is  most  comfortable.  For  the 
Florsheim  dealer  nearest  you,  call  i -800-446-3500. 
There's  more  to  Florsheim. 
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STRATEGIES  I 


MIGRAINES  FOR 
NATIONAL  MEDICAL 


The  hospital  and  psychiatric  chain  now  faces  a  criminal  probe 


Jeffrey  C.  Barbakow  had  a  plan 
when  he  took  charge  of  National 
Medical  Enterprises  Inc.  on  June 
1.  The  company,  a  $4  billion  operator  of 
hospitals  and  psychiatric-treatment  cen- 
ters, had  been  battered  by  a  barrage 
of  lawsuits  from  insurance  companies 
and  former  patients.  But  much  of  the 
underlying  business  seemed  sound.  If 
only  Barbakow  could  smooth  over  the  le- 
gal mess,  nme  would  again  look  viable. 

So  much  for  plans.  On  Aug.  26,  600 
FBI  and  other  federal  agents 
swooped  down  on  NME's  Santa 
Monica  (Calif.)  headquarters 
and  11  of  its  psychiatric  facili- 
ties, seizing  hundreds  of  docu- 
ments. The  government  hasn't 
filed  charges  against  nme,  but 
sources  close  to  the  investiga- 
tion say  the  FBI  raid  follows  a 
two-year  probe  into  possible 
criminal  misconduct,  including 
widespread  overbilling  and 
fraudulent  diagnoses  to  extend 
patients'  hospital  stays. 

Now,  the  question  for  Bar- 
bakow isn't  so  much  succeeding 
in  his  new  job  as  surviving. 
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The  federal  probe  could  lead  to  heavy 
civil  and  criminal  penalties  at  a  time 
when  the  company  is  defending  itself 
on  multiple  legal  fronts  (table).  "The 
very  viability  of  NME  is  now  in  ques- 
tion," says  George  Pillari,  a  health-care 
consultant  with  HCIA  Inc.  in  Baltimore. 

NME  wasn't  always  such  a  sick  com- 
pany. During  the  1980s,  patients  poured 
into  its  drug-  and  alcohol-abuse  treat- 
ment centers,  as  employers  expanded 
their  health-care  programs  to  include 


NME'S  MOUNTING  LEGAL  WOES 

►  in  September,  1991,  Texas  Attorney  General  sues  NME, 
alleging  overbilling  at  its  psychiatric  hospitals.  NME  denies 
wrongdoing  but  agrees  to  reimburse  the  state  for  its  investiga- 
tive costs  and  provide  some  free  patient  care. 

►  Former  NME  patients  file  more  than  100  lawsuits  starting  in 
1991.  Suits  allege  patients  were  held  virtual  prisoners  until 
insurance  ran  out.  NME  won't  comment  on  patient  treatment. 

►  NME  sued  by  19  insurers  in  summer  of  1992  for  overbilling 
as  much  as  $750  million.  After  failing  to  reach  a  settlement, 
NME  countersued  on  Aug.  19,  charging  restraint  of  trade. 


►  FBI  and  other  federal  agencies  raid  NME  headquarters 
and  psychiatric  hospitals  on  Aug.  26  as  part  of  investigation 
into  possible  criminal  misconduct. 


mental  health.  The  company's  found),  i  • 
Richard  K.  Earner,  expanded  NME's  pUtj 
chiatric  hospitals  from  28  in  1983  tosJM 
in  1991.  By  1991,  nme's  psychiatric  bJL 
ness  accounted  for  40%  of  the  compaiMJ 
operating  profits  of  $578  million  and  Sal 
of  nme's  total  revenues  of  $3.8  billioii  II 
nme's  relentless  expansion,  howev|  _ 
soon  ran  afoul  of  insurers'  desire  to 
costs.  From  1987  to  1992,  the  numbei 
nme  psychiatric  beds  grew  71%,  to  6,J  ) 
but  the  average  length  of  stay  plunj  « 
from  31  to  20  days,  nme's  operating  p:  M 
its  fell  to  $413  million  in  fiscal  1993,  e 
ed  in  May,  as  revenues  flattened 
"GOLDEN  RULES."  In  response,  insur 
claim,  NME's  top  management  instruc 
hospital  administrators  to  adopt  "ints  jj 
goals  designed  to  lure  patients  into  p 
hospitals  for  lengthy  and  unnecess 
treatments.  Although  the  Justice  De 
isn't  elaborating,  sources  say  the  g 
ernment  is  investigating  possible  illc 
marketing  and  billing  practices  that 
the  crux  of  lawsuits  filed  last  y 
against  NME  by  19  insurers,  includ  1 
Prudential,  Aetna,  and  Travelers 

In  one  internal  NME  document  ca 
"Intake  Focus  Golden  Rules,"  which 
obtained  by  insurers,  hospital  admi 
trators  declared:  "Intake  is  our  most 
portant  system— nothing  else  matter 
we  don't  do  that  well."  To  that  end,  1  IF  I 
pital  staffers  were  urged  in  the  d( 
ment  to  admit  fully  half  of  all  pat: 
who  came  in  for  an  evaluation 
bakow,  a  board  member  since  Decern! 
1990,  says  the  document  was  put 
by  lower-level  managers.  NME  say 
was  later  recalled  when  headquart 
learned  of  its  existence. 

The  FBI  has  also  been  interview 
former  NME  patients  who  are  suing 
company  for  false  imprisonment.  Ro 
Andrews,  a  Fort  Worth  lawyer  wh< 
handling  68  such  cases,  claims  NME  gi 
manuals  instructed  staffers  to  "push 
pain"  by  convincing  parents  that  if  tl 
kids  weren't  admitted,  they  might  c 
mit  suicide.  NME  says  the  manual  ha 
been  used  in  years. 

Dawn  McClary  is  one  pi 
tiff.  McClary,  now  20,  says 
spent  20  months  from  Dec 
ber,  1987,  to  July,  1989, 
nme's  Brookhaven  Hospita 
Dallas  after  quarreling  v 
her  parents  about  staying 
late.  After  a  three-week  e 
uation,  McClary  alleges, 
was  misdiagnosed  with  a 
derline  personality  disor 
and  strappi  'I  to  a  wheelc 
or  her  bed  for  days  at  a  ti 
McClary's  parents  were 
vised  she  should  stay 
Brookhaven  for  five  years. 
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fohn's  losing 
bis  hair.  # 
Sis  mission: 
let  it  back. 

LSAP! 
I  iut  how? 
I  /eaving? 
to. 

I  Vansplant? 
i  tot  for  him. 
L  hairpiece? 
Never,  never, 
j  /hat  John  really  wants 
|  his  own  hair  back. 
j\d  now  he's  learned 
or  male  pattern 
aldness, 
tally  Rogaine 
tas  been  proven 
oregrowhair. 

*o<zaine 

i  &  ^-^minoxidil  2% 


Rogaine®  Topical  Solution  (minoxidil  2%)  works 
in  part  by  prolonging  the  growth  of  hair,  which  grows  in 
cycles.  With  more  hairs  growing  longer  and  thicker  at  the 
same  time,  you  may  see  improved  scalp  coverage. 

Dermatologists  conducted  12 -mouth  clinical  tests. 
After  4  months,  26%  of  patients  using  Rogaine  reported 
moderate  to  dense  hair  regrowth,  compared  with  11%  of 
those  using  a  placebo  (a  similar  solution  without  minoxidil - 
the  active  ingredient  in  Rogaine).  After  1  year,  48%  of  the 
men  who  continued  using  Rogaine  in  the  study  rated  their 
regrowth  as  moderate  to  dense.  Thirty-six  percent  reported 
minimal  regrowth.  The  rest  (16%)  had  no  regrowth. 

Side  effects  were  minimal:  7%  of  those  who  used 
Rogaine  had  itching  of  the  scalp.  Rogaine  should  only  be 
applied  to  a  normal,  healthy  scalp  (not  sunburned  or  irritated). 

Studies  indicate  that  at  least  4  months  of  twice-daily 
treatment  with  Rogaine  are  usually  necessary  before 
there  is  evidence  of  regrowth.  So  why  not  make  it  part  of 
your  normal  routine  when  you  wake  up  and  go  to  bed,  like 
brushing  your  teeth. 

As  you'd  expect,  if  you  are  older,  balding  longer,  or 
have  a  larger  area  of  baldness,  you  may  do  less  well. 

Rogaine  is  a  treatment  ,  not  a  cure.  So  further  progress 
is  only  possible  by  using  it  continuously.  Some  anecdotal 
reports  indicate  that  if  you  stop  using  it,  you  will  probably 
shed  the  newly  regrown  hair  within  a  few  months. 

Why  wait?  Find  out  whether  Rogaine  is  for  you.  Call 
1-800-944-8802.  Today.  Well  send  you  an  informa- 
tional brochure  explaining  all  about  the  product  and  how 
to  use  it.  And  because  Rogaine  requires  a  prescription, 
we'll  include  a  list  of  nearby  dermatologists  or  other  doctors 
experienced  in  treating  hair  loss  and  a  $10  incentive  to 
visit  a  doctor  soon.        .  w??.**-"-:**^ 


Ro«*aine 

&  ^minoxidil  2% 

The  only  product  ever  proven  to  regrow 
hair  for  male  pattern  baldness. 

What  is  ROGAINE? 

ROGAINE  Topical  Solution  is  a  prescuplion  medicine  lor  use  on  the  scalp  that  is  used  to  treat  a  lype  ol  hair  loss  in  men  and  women  known  as  androgenetic 
alopecia  hair  loss  ol  the  scalp  vertex  (top  01  crown  ol  the  head)  in  men  and  dittuse  hair  loss  or  thinning  ot  the  tront  and  lop  ol  the  scalp  in  women 
ROGAINE  is  a  lopical  lorm  ol  minoxidil,  lor  use  on  the  scalp 

How  effective  is  ROGAINE? 

In  men:  Clinical  studies  with  ROGAINE  ol  over  2,300  men  with  male  pattern  baldness  involving  the  top  (vertex)  ol  the  head  were  conducted  by  physicians  in 
27  OS  medical  centers  Based  on  patient  evaluations  ot  regrowth  at  Ihe  end  ol  4  months,  26%  ol  the  patients  using  ROGAINE  had  moderate  lo  dense  hair 
regrowth  compared  with  11%  who  used  a  placebo  treatment  (no  active  ingredient)  No  regrowth  was  reported  by  41%  ol  those  using  ROGAINE  and  60%  ot 
those  using  a  placebo  By  the  end  ol  1  year,  48%  ot  those  who  continued  lo  use  ROGAINE  lated  then  hair  growth  as  moderate  or  better 

In  miomen:  Clinical  studies  with  ROGAINE  were  conducted  by  physicians  in  11  OS  medical  centers  involving  256  women  with  hair  loss  Based  on  patient 
evaluations  ot  regrowth  alter  32  weeks  (8  months),  19%  ol  the  women  using  ROGAINE  had  at  least  moderate  regrowth  compared  with  7%  ol  those  using  a 
placebo  No  regrowth  was  reported  by  41%  ol  the  group  using  ROGAINE  and  60%  ot  Ihe  group  using  placebo 

How  soon  can  I  expect  results  from  using  ROGAINE? 

Studies  show  thai  the  response  time  lo  ROGAINE  may  ditter  greatly  Irom  one  person  to  another  Some  people  using  ROGAINE  may  see  results  lasler  than 
others,  others  may  respond  with  a  slower  rale  ol  hair  regrowth  You  should  not  expect  visible  regrowth  in  less  than  4  months 

How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  is  a  hair-loss  treatment,  not  a  cure  It  you  have  new  hair  growth,  you  will  need  lo  continue  using  ROGAINE  to  keep  or  increase  hair  regrowth  II  you 
do  not  begin  to  show  new  hair  growth  with  ROGAINE  alter  a  reasonable  period  ol  time  (at  leasl  4  months),  your  doctor  may  advise  you  to  discontinue  using 
ROGAINE 

What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

Probably  not  People  have  reported  that  new  hair  growlh  was  shed  alter  they  stopped  using  ROGAINE 

How  much  ROGAINE  should  I  use? 

You  should  apply  a  1-mL  dose  ol  ROGAINE  twice  a  day  to  your  clean  dry  scalp,  once  in  Ihe  morning  and  once  at  night  belore  bedtime  Wash  your  hands  after 
use  it  your  lingers  are  used  to  apply  ROGAINE  ROGAINE  must  remain  on  Ihe  scalp  tor  al  leasl  4  hours  lo  ensure  penetration  into  Ihe  scalp  Do  not  wash  your 
hair  lor  at  least  4  hours  alter  applying  it  II  you  wash  your  hair  belore  applying  ROGAINE,  be  sure  your  scalp  and  hair  are  dry  when  you  apply  it  Please  reler 
lo  llie  instructions  lot  Use  in  the  package 

What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

Do  not  try  lo  make  up  lor  missed  applications  ol  ROGAINE  You  should  restart  your  twice-daily  doses  and  return  lo  your  usual  schedule 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Itching  and  other  skin  irritations  ol  the  treated  scalp  area  were  the  most  common  side  effects  directly  linked  lo  ROGAINE  in  clinical  studies  About  7  ot  every 
100  people  who  used  ROGAINE  (7%)  had  these  complaints 

Other  side  effects,  including  lightheadedness,  dizziness,  and  headaches,  were  reported  both  by  people  using  ROGAINE  and  by  those  using  the  placebo 
solution  with  no  minoxidil  You  should  ask  your  doctor  lo  discuss  side  effects  ol  ROGAINE  with  you 

People  who  are  extra  sensitive  or  allergic  lo  minoxidil,  propylene  glycol,  or  ethanol  should  not  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ol  Ihe  eyes  or  sensitive  skin  areas  II  ROGAINE  accidentally  gets  into 
these  areas,  rinse  Ihe  area  with  large  amounts  ol  cool  tap  water  Contact  your  doctor  if  the  irritation  does  not  go  away  It  Ihe  spray  applicator  is  used,  avoid 
inhaling  the  spray 

What  are  some  of  the  side  effects  people  have  reported? 

ROGAINE  was  used  by  3,857  patients  (347  lemales)  in  placebo-controlled  clinical  trials  Excepf  tor  dermalologic  events  (involving  Ihe  skin),  no  individual 
reaction  or  reactions  grouped  by  body  systems  appeared  to  be  more  common  in  the  minoxidil-treated  patients  than  in  placebo-lreated  patients 

Dermalologic:  irrilanl  or  allergic  contact  dermatitis— 7  36%,  Respiratory:  bronchitis,  upper  respiratory  infection ,  sinusitis— 7 16%,  Gastrointesti- 
nal: diarrhea,  nausea,  vomiting— 4  33%,  Neurologic:  headache,  dizziness,  taintness,  lightheadedness— 3  42%,  Musculoskeletal  fractures,  back 
pain,  tendinitis— 2  59%,  Cardiovascular:  edema,  chest  pain,  blood  pressure  increases  decreases,  palpitations,  pulse  rale  increases- decreases— 1  53%, 
Allergic:  nonspecific  allergic  reactions,  hives,  allergic  rhinitis .  facial  swelling,  and  sensitivity— 1  27%.  Metabolic-Nutritional  edema,  weight  gain— 
1  24%,  Special  Senses:  conjunctivitis,  ear  infections,  vertigo— 1 17%,  Genital  Trad:  prostatitis,  epididymitis,  vaginitis,  vulvitis,  vaginal  discharge 
itching— 0  91%;  Urinary  Trad:  urinary  trad  infections,  renal  calculi,  urethritis— 0  93%  Endocrine:  0  47%  Psychialric:  anxiety,  depression,  fatigue — 
0  36%.  Hematologic:  lymphadenopathy,  thrombocytopenia— 0  31% 

ROGAINE  use  has  been  monitored  lor  up  to  5  years,  and  there  has  been  no  change  in  incidence  or  severity  ol  reported  adverse  reactions  Additional 
adverse  events  have  been  reported  since  marketing  ROGAINE  and  include  eczema,  hypertrichosis  (excessive  hair  growlh),  local  erythema  (redness), 
pruritus  (itching),  dry  skin  scalp  flaking,  sexual  dysfunction,  visual  disturbances,  including  decreased  visual  acuity  (clarity),  increase  in  hair  loss,  and 
alopecia  (hair  loss) 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Serious  side  effects  have  not  been  linked  to  ROGAINE  in  clinical  studies  However,  it  is  possible  that  they  could  occur  il  more  than  the  recommended  dose  of 
ROGAINE  was  applied,  because  the  active  ingredient  in  ROGAINE  is  the  same  as  thai  in  minoxidil  tabids  These  elteds  appear  to  be  dose  related,  that  is. 
more  effects  are  seen  with  higher  doses 

Because  very  small  amounts  ol  minoxidil  reach  the  blood  when  the  recommended  dose  ol  ROGAINE  is  applied  to  Ihe  scalp,  you  should  know  about  certain 
effects  that  may  occur  when  Ihe  tablet  lorm  ot  minoxidil  is  used  lo  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries, 
an  effect  called  vasodilation  Vasodilation  leads  to  fluid  retention  and  taster  heart  rale  The  following  effects  have  occurred  in  some  patients  taking  minoxidil 
tablets  tor  high  blood  pressure 

Increased  heart  rale  some  patients  have  reported  thai  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute 

Sail  anil  water  retention  weight  gam  ol  more  than  5  pounds  in  a  short  period  ot  lime  or  swelling  ol  the  face,  hands  ankles  or  stomach  area 

Problems  breathing  especially  when  lying  down,  a  result  ol  a  buildup  ol  body  fluids  or  fluid  around  the  heart 

Worsening  or  new  attack  ol  angina  pectoris  briel,  sudden  chest  pain 

When  you  apply  ROGAINE  lo  normal  skin,  very  little  minoxidil  is  absorbed  You  probably  will  not  have  the  possible  effects  caused  by  minoxidil  tablets 
when  you  use  ROGAINE  If,  however,  you  experience  any  ot  the  possible  side  effects  listed  above,  slop  using  ROGAINE  and  consult  your  doctor  Any  such 
effects  would  be  most  likely  if  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended  amounts 

In  animal  studies,  minoxidil,  in  much  larger  amounts  than  would  be  absorbed  trom  topical  use  (on  skin)  in  people,  has  caused  important  heart-struclure 
damage  This  kind  ol  damage  has  nol  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  al  effective  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

People  with  a  known  or  suspected  heart  condition  or  a  tendency  lor  heart  failure  would  be  al  particular  risk  il  increased  heart  rate  or  fluid  retention  were  to 
occur  People  with  these  kinds  ol  heart  problems  should  discuss  the  possible  risks  ot  treatment  with  then  doctor  it  they  choose  to  use  ROGAINE 

ROGAINE  should  be  used  only  on  the  balding  scalp  Using  ROGAINE  on  other  parts  ol  Ihe  body  may  increase  minoxidil  absorption,  which  may  increase  the 
chances  ol  having  side  effects  You  should  not  use  ROGAINE  il  your  scalp  is  irritated  or  sunburned,  and  you  should  not  use  it  it  you  are  using  other  skin 
treatments  on  your  scalp 

Can  people  with  high  blood  pressure  use  ROGAINE? 

Most  people  with  high  blood  pressure,  including  those  taking  high  blood  pressure  medicine,  can  use  ROGAINE  but  should  be  monitored  closely  by  their 
doctor  Patients  taking  a  blood  pressure  medicine  called  guanethidine  should  not  use  ROGAINE 

Should  any  precautions  be  followed? 

People  who  use  ROGAINE  should  see  their  doctor  1  month  after  starling  ROGAINE  and  at  least  every  6  months  thereafter  Slop  using  ROGAINE  it  any  ol  the 
following  occur  sail  and  water  retention,  problems  breathing,  taster  heart  rate,  or  chest  pains 

Do  not  use  ROGAINE  if  you  are  using  other  drugs  applied  to  the  scalp  such  as  corticosteroids,  retinoids,  petrolatum,  or  agents  that  might  increase 
absorption  through  the  skin  ROGAINE  is  lor  use  on  Ihe  scalp  only  Each  1  mL  ot  solution  contains  20  mg  minoxidil,  and  accidental  ingestion  couli1  cause 
unwanted  effects 

Are  there  special  precautions  for  women? 

Pregnant  women  and  nursing  mothers  should  nol  use  ROGAINE  Also,  its  etteds  on  women  during  labor  and  delivery  are  nol  known  Efficacy  in 
postmenopausal  nomen  has  not  been  studied  Studies  show  the  use  ot  ROGAINE  will  nol  affect  menstrual  cycle  length,  amounl  ol  flow,  or  duration  of  the 
menstrual  period  Discontinue  using  ROGAINE  and  consult  your  doctor  as  soon  as  possible  it  your  menstrual  period  does  not  occur  al  Ihe  expected  time 

Can  ROGAINE  be  used  by  children? 

No.  Ihe  safety  and  effectiveness  ol  ROGAINE  has  not  been  tested  in  people  under  age  18 
Caution:  Federal  iaw  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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when  her  insurance  policy  refused  tj 
continue  payments,  McClary  says  sfc 
was  finally  released.  Total  cost  to  her  ii, 
surer:  $298,000.  NME  says  it's  barred 
law  from  discussing  patient  treatmen 

Despite  his  brief  tenure  as  CEO,  Ba 
bakow  has  clearly  shaken  up  NME.  Ov< 
the  summer,  with  the  support  of  oth< 
directors,  he  ousted  several  senior  ma 
agers  and  dumped  six  directors  of  tj 
18-member  board,  including  Earner,  wl 
was  still  chairman.  Barbakow  insists  1 
and  other  board  members  knew  not 
ing  of  the  scandal  brewing  at  NME.  Ear 
er  couldn't  be  reached  for  comment. 

Analysts  and  health-industry  execli|j|| 
tives  speculated  that  Barbakow's  ne: 
step  was  to  seek  a  buyer.  It  was  a  pla 
sible  scenario.  Barbakow,  49,  was  a  fo 
mer  investment  banker  at  Merrill  Lym 
&  Co.  and  a  well-known  figure  on  tl 
Hollywood  deal  scene.  Indeed,  Kh 
Kerkorian  hired  him  in  1990  to  si 
mgm/tja  studios.  The  sale  netted  Ba 
bakow  a  cool  $20  million. 

NME  also  has  some  attractive  assei 
its  35  general  hospitals.  In  fiscal  199 
their  operating  profits  rose  15%,  to  $2! 
million,  as  revenues  climbed  11%,  to  $2  pjjji 
billion.  If  nme  could  rid  itself  of  its  ps 
chiatric  centers,  the  hospital  chain  mig 
look  attractive  to  a  stronger  compe  in 
tor.  Ironically,  a  source  close  to  the  fe 
eral  investigation  says  the  FBI  raid  w; 
prompted  in  part  by  fear  that  NME 
about  to  close  several  of  its  psychiatr 
facilities,  which  might  have  made  the 
records  harder  to  find. 
legal  billion.  Barbakow  denies  that 
wanted  to  sell  NME.  And  he  insists 
company  isn't  doomed.  Not  surprising' 
nme's  largest  shareholders  agree.  "Bs 
bakow  has  his  head  screwed  on  righ 
says  institutional  investor  Michael  Prk 
who  controls  5%  of  nme's  shares.  "He 
make  sure  no  more  nonsense  goes  oi 
Price  estimates  that  NME  stock  should 
trading  at  20.  It's  now  at  around  8. 

Small  wonder  NME  is  being  devalue 
Finding  buyers  won't  be  easy  at  ai 
price.  At  a  time  when  Washington 
making  health-care  fraud  a  top  prio 
ty,  the  company  isn't  likely  to  get  < 
lightly.  Criminal  charges  could  lead  to 
boycott  of  NME  by  insurers  or  to  t 
government  barring  its  hospitals  frc 
Medicare  payments.  Then  there  are  p< 
sible  civil  fines.  Analysts  estimate  th 
the  total  price  tag  to  resolve  nme's  le§ 
troubles  could  approach  $1  billion 

Barbakow  says  he  is  cooperating  fa 
with  the  government  investigation 
want  to  put  all  this  behind  us  once  ai 
for  all,"  he  says.  Undoubtedly  true.  B 
it's  going  to  take  more  than  just  so' 
planning  to  rescue  NME  now. 

By  Eric  Schine  in  Santa  Monica,  Cal. 
with  Catherine  Yang  in  Washington 


wait 
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Isia  &  The  New  China 

Where  The  Growth  Is 


IE  BUSINESS  WEEK  ASIA  SYMPOSIUM 
F  CHIEF  EXECUTIVES 

ptember  20  through  22,  1993 

}  Portman  Shangri-La 

inghai,  People's  Republic  of  China 

a,  with  a  startling  one-half  of  the  world's  population,  is  in  the  middle 
in  economic  revolution.  It  is  a  once-in-a-lifetime  opportunity  for 
npanies  worldwide.  And  Business  Week  is  now  seeking  companies  to 
i  us  in  the  creation  of  a  seminal  event:  The  1993  Business  Week  Asia 
nposium  of  Chief  Executives. 

siness  Week  has  long  been  responsible  for  the  most  successful  private 
iiness  conferences  in  Asia.  Which  is  why  it  has  been  chosen  to  lead  this 
lussion  among  key  players  from  the  most  dynamic  region  in  the  world. 

rticipation  in  this  conference  is  limited  to  CEOs  of  Asia's  largest  firms 
is  a  limited  select  group  of  corporate  leaders  from  other  parts  of  the 
rid.  Respected  leaders  of  industry  and  state  will  lead  the  discussion. 

'ou  are  in  or  considering  Asia  as  a  market  or  partner,  co-sponsorship 
this  conference  with  Business  Week  will  yield  significant  results. 

imited  number  of  corporate  sponsorships  are  available. 

*  information  about  corporate  sponsorship  opportunities,  please  contact: 

I.:  William  DeGraff  1 .2 1 2.5 1 2.60 1 2 

irope:  Alice  Thorpe  Pollner  +44.71 .589.6007 

kyo:  Alan  Lammin  +8 1 .3.358 1 .98 1 1 

>ng  Kong:  Steve  Moss  +852.868.20 1 0 

igapore:  Dick  Soule  +65.734.9790 


Li  Lanqing 

Vice  Premier, 
People's  Republic  of  China 


ipyrighl  1993  McGraw-Hill,  Inc 


The  Honorable  Huang  Ju, 
Mayor  of  Shanghai 

Presented  in  association  with 
Shanghai  People's  Municipal 
Government 

AT&T/NCR 
American  International  Group,  Inc. 
Morgan  Stanley  Group,  Inc. 

And  with  the  support  of 
The  Wharf  (Holdings)  Limited 
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STRATEGIES  I 


TIMBERLAND  COMES 
OUT  OF  THE  WOODS 


Fashion  and  better  controls  put  the  bootmaker  back  on  the  path 


uring  the  late  1980s 
and  early  1990s. 
Timberland  Co. 
stumbled  so  often  you 
would  have  sworn  its  ex- 
ecutives were  wearing  the 
company's  famous  boots  on 
the  wrong  feet.  Invento- 
ries piled  up,  while  retail- 
ers fumed  about  missed 
shipments.  A  push  into  ap- 
parel stalled  when  consu- 
mers shunned  the  pricey 
fashions.  One  analyst 
summed  up  his  disgust  in 
a  report  headlined:  "Great 
products.  Lousy  company." 

It's  not  lousy  anymore. 
Thanks  to  changing  con- 
sumer tastes  and  im- 
proved operations,  Timber- 
land,  in  Hampton,  N.  H.. 
is  a  hot  company  these 
days.  Analyst  Steven  B. 
Frankel  of  Adams,  Hark- 
ness  &  Hill  Inc.  in  Boston 
estimates  that  profits  will 
soar  62%  this  year,  to  $21 
million,  as  revenues  rise 
41%,  to  S410  million 
I  chart  I.  Even  better  for 
investors,  the  stock  has 
doubled  since  June,  to  about  60. 

The  shift  in  Timberland's  fortunes  can 
be  explained  in  part  by  the  changing 
winds  of  fashion.  The  casual,  outdoorsy 
look  that  Timberland  cultivated  is  trendi- 
er  than  ever:  Athletic  shoes  are  fading, 
and  work  boots  are  in.  Although  Tim- 
berland has  traditionally  been  strong 
with  under-40  males,  the  latest  craze 
embraces  all  ages  and  sexes.  "They're 
the  hottest  boots,"  says  Jill  Swid,  the  24- 
year-old  fashion  editor  of  Spin  maga- 
zine, a  bible  for  the  Generation  X  set. 
"It's  your  staple  shoe  for  the  year.  Some 
of  my  friends  are  even  wearing  them 
with  sun  dresses." 

LACED  TIGHTER.  Just  as  important.  Tim- 
berland seems  to  be  cleaning  up  its  act. 
Purchavjd  by  Nathan  Swartz  in  the  ear- 
ly 1950s  and  taken  public  in  1987,  family- 
owned  Timberland  had  a  reputation  for 
loose  management.  Inventory  controls 
were  virtually  nonexistent.  So  was  the 
notion  of  customer  service.  Robert  T. 


Nunn,  executive  vice-president  for  foot- 
wear at  Nordstrom  Inc.,  says  buyers 
used  to  harangue  Timberland  constantly 
about  slow  deliveries. 

That's  changing  under  Chief  Operat- 
ing Officer  Jeffrey  B. 
Swartz,  the  33-year-old 
grandson  of  Nathan 
and  the  son  of  current 
Chairman  Sidney  W. 
Swartz,  Timberland's 
controlling  shareholder. 
After  five  years  run- 
ning various  operations, 
the  younger  Swartz. 
who  has  an  MBA  from 
Dartmouth  College's 
Amos  Tuck  School,  was 
given  day-to-day  man- 
agement control  in  ear- 
ly 1991.  His  first  task 
was  to  tighten  opera- 
tions. By  slashing  the 
number    of  products 
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nearly  in  half  and  filling  orders  pron 
ly,  Swartz  has  reduced  inventory:  1| 
berland  is  expected  to  turn  over  its  . 
ventory  more  than  three  times  this  y 
which  is  close  to  the  industry  aver 
and  up  from  1.8  turns  in  1990. 

That  has  cut  Timberland's  costs,  h 
ing  it  trim  some  of  its  high  prices, 
lier  this  year,  the  company  cut  the  p 
of  its  Weatherbuck  line— a  casual,  wa 
proof  version  of  men's  dress  shoes.  T  s- 
now  retail  for  $100  instead  of  $135. 
move,  intended  to  capitalize  on  the  s  ■ 
toward  more  casual  office  dress  am 
white-collar  workers,  has  more  than  < 
bled  sales.  "It  was  aggressive  and  | 
pears  to  have  been  smart,"  says  Joh  |r, 
Thorbeck,  president  of  rival  Rock] 
Co.,  owned  by  Reebok  International  " 
rugged  image.  The  father-and-son  t  Km 
hopes  it  can  eventually  double  the  c 
pany's  profit  margin  of  5.5%,  half  tha 
industry  leaders,  through  cost-cut' 
and  more  efficient  manufacturing.  T 
also  want  to  boost  sales  by  expan( 
their  apparel  business.  Timberla: 
clothing  accounts  for  just  15%  of  s 
and  has  suffered  from  a  lack  of  fo 
Earlier  clothing  lines  deviated  into  r 
chandise  that  was  far  from  the  con 
ny's  rugged  image,  such  as  suede  j; 
ets.  "I  started  calling  my  dad  Gior 
and  he  started  calling  me  Enrico,"  j( 
Jeff.  They're  now  concentrating  on  cl 
ing  items  that  echo  the  sturdy,  time  rr : 
qualities  of  Timberland's  footwear:  le 
er  belts,  waterproof  leather  jackets, 
other  outerwear  for  foul  weather. 

One  big  question  is  whether  Tim 
land  has  halted  the  debilitating  revol 
door  in  its  executive  suite.  At  leas 
top  managers  came  and  left  from  198fi 
1991,  most  having  been  fired.  The 
rent  cfo  also  is  leaving.  Former  ex 
tives  blame  Sidney  and  Jeff  for 
guidance  and  reluctance  to  share  po 
Jeff  says  he  has  learned  from  past 
takes  and  predicts  the  current  man 
ment  team  will  be  more  stable. 

the  outdoors  look 
ing  favor,  competi ;  J 
is  stiffening.  Ath 
shoe  companies,  sue "  ; 
Nike,  are  making  n  j 
hiking  styles.  Prob 
more  worrying  is 
fickleness  of  fash 
Most  analysts  bel 
that  it's  unlikely  r 
berland  can  keep  u] 
dizzying  growth  { 
much  bevond  199' 
1995.  Still,  for  the 
being,  Timberland  tl 
ly  seems  to  have  1  p 
profitable  stride. 

By  Mark  Marer 
in  Hampton,  N.  H. 
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ly,  you  have  more  control 
jr  time.  You  can  schedule 
ys  with  dozens  of  people  at 
once.  No  more  tele- 
phone tag.  No  more 
time  lost  chasing  busy  people, 
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posts  updates,  and  displays 
designated  users'  per- 
sonal calendars  with 
daily,  weekly  and  monthly 
views.  And  much  more. 

Time  and 
Place/2  can  search 
for  a  time  everyone 
is  free  for  a  meet- 
ing— then  schedule 
it  automatically.  It  can 
even  remind  you  as 
the  time  nears. 

With  its 
state-of-the- 
art  graphical 
user  interface,  Time  and  Place/2  is  easy  to  learn 
and  use.  Based  on  OS/2 "  2.0,  it  lets  you  harness  the 
32-bit  power  of  today's  386+  machines.  So  it's 
ideal  for  client/server  environments.  What's  more, 
it  also  works  with  DOS  workstations  under 
Microsoft  Windows7  And  it  lets  you  communicate 
through  E-mail  over  other  networks. 

On-line  help  is  always  available.  And  it 
comes  with  IBM's  world  class  service  and  support. 
Don't  lose  another  nanosecond.  Call  now  to 
order  Time  and  Place/2  or  to  get  a  free  demo 
diskette.  Dial  1  800  IBM-Call,  ext.  S41.  In 
Canada,  to  order  or  for  more  information,  call 
1  800  465-1234,  ext.  379. 

Time. 


Place/2,  another  software  applic  ation  from 
ramming  Systems. 


: » 


'2  are  registered  trademarks  andTime  and  Place/2  is  a  trademark  ol  International 
chines  Corpo-ation  Windows  is  a  trademark  of  Microsoft  Corporation  ©1993  IBM  Corp 


INVESTMENT  BANKING  I 


'THE  ARB  BOYS' 
RIDE  AGAIN 


A  superstar  group  of  ex-Solly  bond  traders  launches  its  own  firm 


F 


or  months,  John  W.  Meriwether's 
next  move  has  been  the  subject  of 
intense  Wall  Street  gossip.  The  for- 
mer Salomon  Brothers  Inc.  bond  trader 
and  vice-chairman  has  been  on  the  side- 
lines ever  since  the  Salomon  Treasury 
bond  trading  scandal  erupted  in  August, 
1991.  Best  known  for  challenging  former 
Salomon  chieftain  John  H.  Gutfreund 
to  a  daring  game  of  liar's  poker— de- 
scribed in  the  book  of  that  name  by  Mi- 
chael Lewis— Meriwether 
was  largely  responsible 
for  assembling  a  group 
that  produced  huge  trad- 

JOHN  MERIWETHER 

FROM  GREENWICH,  HIS  TRADERS 
SHOULD  WIELD  CLOUT  FROM 
LONDON  TO  TOKYO 

ing    profits   for  Solly. 

Now,  Meriwether  will 
be  challenging  Salomon's 
bosses  in  another  way. 
He  is  on  the  verge  of  an- 
nouncing the  launch  of  a 
trading  firm  that  will  in- 
clude three  top  traders 
who  recently  resigned 
from  Salomon,  says  a 
source  close  to  the  group. 
The  firm  will  lie  called 
Long  Term  Capital  Man- 
agement and  will  be  up 
and  running  Jan.  1.  It  is  already  head- 
quartered in  Greenwich,  Conn.,  in  the 
old  offices  of  Phibro  Energy  Inc.,  a  Sal- 
omon unit,  at  600  Steamboat  Road.  LTCM 
is  planning  a  trading  floor  for  30  traders 
and  a  total  of  some  100  employees  in 
Greenwich,  London,  and  Asia. 
BIG  FROG.  Not  only  will  the  new  firm  vie 
with  Salomon  for  proprietary  trading 
profits  but  it  will  join  the  ranks  of  the 
biggest  hedge-fund  managers.  "It  will 
become  a  major  factor  on  the  financial 
landscape.  It  should  lie  an  entity  as  pow- 
erful as  Soros,"  says  one  rival,  referring 
to  George  Soros,  who  runs  $7  billion. 

Meriwether,  who  rarely  talked  to  the 
press  while  he  was  at  Salomon,  declined 
BUSINESS  week's  request  for  an  inter- 
view through  his  spokesman,  Peter  Ro- 
senthal. So  did  Eric  R.  Rosenfeld,  Victor 


J.  Haghani,  and  Gregory  D.  Hawkins, 
Meriwether's  new  partners,  also  speak- 
ing through  Rosenthal. 

But  market  participants,  dealers,  and 
analysts  are  talking.  "Meriwether's  rep- 
utation is  so  great  people  love  the  op- 
portunity to  invest  with  him,"  says  one 
government  dealer.  "They  are  very 
smart  and  very  well  respected,"  says 
another.  The  talk  is  that  the  firm  al- 
ready has  commitments  for  over  $1  bil- 


b 

Tl 


ltcm's  biggest  selling  point  is  the 
lar  record  of  Meriwether's  bond  a] 
trage  group  at  Salomon.  Since  1990, 
"arb  boys"  have  been  responsible 
87%  of  Salomon  Brothers'  profits.  T 
small  group  of  perhaps  30  people  in  P 
York,  London,  and  Tokyo  generated 
tax  earnings  of  $485  million  in  1990,  fl 
billion  in  1991,  and  $1.4  billion  in  195 
It  was  Meriwether  who  was  at 
heart  of  Salomon's  bond  arbitrage  d* 
Starting  in  the  mid-1980s,  he  was  on 
the  first  on  Wall  Street  to  hire  acad 
ics  and  blend  their  mathematics 
computer  skills  with  his  own  trad 
instinct  and  market  knowledge. 
grand  exit.  A  key  Meriwether  hire 
Rosenfeld.  A  former  Harvard  busii 
school  professor  with  a  finance  I  53DC 
from  Massachusetts  Institute  of  T< 
nology  and  a  lucrative  stint  as  a 
ness  partner  of  Mitch  Kapor,  . 
founder  of  Lotus  Development  Cc  ' 
Rosenfeld  signed  on  with  Salomor 
1984.  He  quickly  rose  to  co-head 
bond  arbitrage  group 
August,  1991,  he  repl; 
Paul  W.  Mozer,  whop 
ported  to  Meriwet 
and  whom  Saloi 
blames  for  causing 
Treasury  bond  rigj; 
scandal,  and  took 
Salomon's  governn 
bond  operations.  He 
built  the  department 
was  promoted  to  the 
ecutive  committee, 
resigned  last  January 
ter  talks  about  Ml1 


lion  and  is  well  on  its  way  to  raising 
$2  billion  before  yearend. 

Most  of  that  is  coming  from  foreign- 
ers and  foreign  institutions.  Meriwether 
was  recently  in  London  seeking  financ- 
ing from  Lord  Jacob  Rothschild,  the 
British  merchant  banker,  who  will  "look 
closely"  at  investing,  says  Clive  Gibson, 
a  director  of  Lord  Rothschild's  invest- 
ment company,  St.  James's  Place  Capital 
PLC.  Meriwether's  "intention  is  to  raise 
significant  amounts  of  capital  and  run 
this  as  a  truly  global  fund,  though  not 
the  kind  of  bet-the-ranch  fund  some  peo- 
ple are  developing,"  adds  Gibson. 

The  four  ex-Salomon  traders  have  put 
up  over  $50  million  of  their  own  money, 
say  sources  close  to  them.  The  firm  will 
be  managed  as  a  private,  nonregistered 
fund  with  under  100  investors. 


ROSENFELD 

HARVARD  PROFESSOR  ROSE 
QUICKLY  AT  SALOMON  TO  CO-HEAI 
BOND  ARBITRAGE  GROUP 

wether's  return  to  5  [I 
mon  faltered. 

Haghani,  who  g( 
standing  ovation  on  the  April  daj  l!' 
resigned  and  left  the  cavernous  £ 
mon  bond  trading  floor,  and  Haw! ; 
who  resigned  in  July,  1993,  were 
of  Salomon's  most  profitable  trad 
Myron  S.  Scholes,  the  Stanford  Uni 
sity  mathematical  economist,  will 
be  a  LTCM  partner.  Scholes  resi; 
from  Salomon  in  August. 

Meriwether's  group  is  known  f< 
highly  quantitative  style  called  con 
gence  trading.  This  strategy  boils 
to  discovering  anomalies  between  i 
kets  and  betting  that  in  months  or  ( 
years,  the  relationship  will  retun 
normal.  While  its  expertise  lies  main] 
bonds,  LTCM  can  be  expected  to  trac 
a  variety  of  instruments. 

The  widely  accepted  view  is 
Lawrence  E.  Hilibrand  will  join  L 
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he  leaves  Salomon.  Hilibrand, 
ed  the  "$23  million  man"  for  his 
pay,  has  announced  he  will  exit 
ion  at  yearend.  "There  have  been 
scussions"  with  Hilibrand,  says  Ro- 
al.  Hilibrand  declined  comment, 
lomon  insists  that  losing  its  top 
ng  talent  won't  harm  its  profits 
s  even  hopeful  that  Meriwether's 
>  will  become  customers  of  Sal- 


omon. The  firm  has  quickly  installed 
Dennis  J.  Keegan,  a  savvy  trader  who 
co-headed  Solly's  London  operations  to 
replace  Hilibrand  as  head  of  the  arb 
group. 

But  many  analysts  see  Salomon  tak- 
ing a  hit.  Even  though  Salomon  has  a 
deep  bench  and  lots  of  market  clout, 
"undeniably,  having  these  top  guys  leave 
will  hurt  proprietary  trading,"  says  John 


Keefe,  president  of  Keefe  Worldwide  In- 
formation Services  Inc.  "The  Street  bet- 
ter be  ready  for  these  guys,"  says  one 
trader.  "They  are  direct  competitors  to 
Bankers  Trust,  Salomon,  American  Inter- 
national Group,  J.  P.  Morgan."  And  on 
Wall  Street,  wherever  there  is  a  winner, 
there  is  a  loser. 

By  Leah  Nathans  Spiro  in  Mew  York, 
with  Paula  Dwyer  in  London 
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MED  OF  GETTING  ZAPPED 
I  THE  UTILITIES  RALLY? 


:s  abound,  but  the  runup  probably  has  a  lot  of  juice  left 


■  i 


ield"  is  fast  becoming  a  four- 
letter  word  on  Wall  Street. 
Picayune  bank  and  money-mar  - 
ates  and  dividend  yields— 2.7%  for 
tandard  &  Poor's  500-stock  index- 
sent  investors  up  the  wall— all  the 
to  the  light  switch.  Electric  power 
anies  are  drawing  investors  to  their 
payouts,  and  that  has  led  to  the  in- 
o\e  quandary:  Is  there  still  time  to 
on  to  the  power-company  rally? 
r  now,  electric  utilities  are  hot. 
•  share  prices  have  climbed  14.6% 
g  the  year  to  date,  vs.  a  rise  of 
for  the  s&P  500.  The  result  is  that 
r  companies  are  beginning  to  look 
w  by  a  number  of  valuation  meas- 
Overall,  they  are  trading  at  some 
of  book  value— pretty  close  to  a 
d.  If  interest  rates  begin  to  climb 
a  little,  skeptics  argue,  sharehold- 
dll  get  creamed.  Power  companies 
long  been  sensitive  to  rate  changes, 
lse  of  their  massive,  debt-financed 
cts. 

bastion?  Indeed,  utilities  are  find- 
substantial  downside  to  the  inter- 

ite  declines.  State  utility  commis- 

rs,  noting  the  decline  in  utilities' 

al  costs,  are  reducing  permitted 

increases.  The  prevailing  wisdom 

e  Street  can  be  summed  up  in  one 

:  Avoid.  "Utilities  simply  don't  have 

rowth  prospects  or 

lg  power  to  appeal 

,"  says  Scott  Black, 

runs  equity  portfo- 

at  Delphi  Capital 

igement  in  Boston. 

ue,  a  resurgence  in 

ion  fears  will  cause 

;r-company  stocks 

ank.  But  barring 
eventuality,  the 

hood  is  strong  that 

ally  in  utilities  has 

ig  way  to  go.  One 


SOME  TEMPTING 
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ALLEGHENY  POWER    5.9%  / 
ATLANTIC  ENERGY     6.2  j 
CINCINNATI  G&E  5.9 
INTERSTATE  POWER  7.0 


NORTHEAST  UTILITIES  6.4 
TEXAS  UTILITIES  6.5 
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HAVE  SURGED 
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reason  is  what  might  / 
be  called  the  "last  bastion"  theory:  Yield- 
starved  investors  will  continue  to  buy 
utility  stocks  because  there  aren't  many 
other  options.  Another  is  that  since  the 
yields  are  considerable,  they  will  pro- 
vide a  cushion  against  share  prices  lan- 
guishing or  declining. 

In  fact,  despite  their  handsome  perfor- 
mance, utility  stocks  aren't  really  as  ex- 
pensive as  they  may  at  first  seem.  Or  at 
least,  not  when  they  are  compared  with 
30-year  Treasury  bonds,  which  are  yield- 
ing 6.1%.  The  yields  on  utility  stocks 
now  exceed  those  on  long  bonds  by  a 
mere  60  basis  points— half  the  average 
spread  in  recent  years. 
Thus,  investors  don't 
have  to  give  up  much 
yield  to  reap  the  har- 
vest of  power-company 
growth.  Maura  Shaugh- 
nessy,  the  portfolio  man- 
ager at  mfs  Utilities 
Fund  in  Boston,  notes: 
"Electric  utilities  are 
looking  inexpensive  vis- 
a-vis bonds." 

Another  factor  that 
could  help  utility  inves- 


tors is  a  fundamental  change  in  the  eco- 
nomics of  the  industry.  While  it's  still 
true  that  the  fortunes  of  power  compa- 
nies are  tied  to  the  prevailing  interest 
rates,  the  tie-in  is  becoming  less  and 
less  important.  As  electrical  power 
plants  have  come  on  line  and  started  to 
pay  for  themselves,  debt  levels  have 
come  down.  With  utilities'  debt  declining, 
they  are  not  as  sensitive  to  changes  in 
interest  as  in  the  past.  "Now  that 
they're  paying  down  their  debt,  an  in- 
crease in  interest  rates  won't  hurt  them 
as  much  as  it  used  to  years  ago,"  says 
Geraldine  Weiss,  publisher  of  Invest- 
ment Quality  Trends,  a  La  Jolla  (Cal- 
if.) newsletter  that  tracks  dividend- 
^  paying  stocks. 

glamour.  But  investors  who  chase 
utility  stocks  on  the  basis  of  yield  alone 
may  suffer  for  it  down  the  road.  High 
yields  are  often  in  danger  of  being  cut, 
particularly  when  the  payout  ratio— the 
amount  of  earnings  paid  in  dividends- 
approaches  100%.  But  there  are  stocks 
whose  yields  are  generous  but  are,  nev- 
ertheless, widely  viewed  as  sound  in- 
vestments (table).  William  I.  Tilles,  who 
follows  power-company  stocks  at  Dean 
Witter  Reynolds  Inc.,  suggests  inves- 
tors look  into  companies  offering  divi- 
dend growth,  such  as  Long  Island  Light- 
ing Co.,  which  offers  a  6.0%  yield  and 
regular  dividend  hikes.  He  also  favors 
Baltimore  Gas  &  Electric  Co.  and  De- 
troit Edison  Co. 

One  sign  of  utilities'  glamour  is  that 
two  of  them  are  involved  in  a  takeover 
saga— even  in  this  era  when  mergers 
are. rare.  Cincinnati  Gas  &  Electric  Co.  is 
seeking  to  merge  with  PSI  Resources 
Inc.,  a  Plainfield  (Ind.)  holding  company, 
in  a  proxy  battle  that  is  being  played 
out  in  full-page  ads  in  financial  newspa- 
pers. The  Street  has  generally  frowned 
on  the  merger,  with  Argus  Research 
recommending  sale  of  both  stocks  be- 
cause of  regulatory  uncertainty. 

But  here  again,  Wall  Street's  chari- 
ness toward  power  companies  may  be 
shortsighted.  Shaughnessy  and  Weiss 
note  that  the  deal  has  a  limited  down- 
side and  that  both  companies  are  paying 
attractive  dividends,  while  the  deal 
wends  its  way  through  the  regulators.  A 
6%  yield  is  hardly  a  key  to  Fort  Knox, 
but  for  most  investors  nowadays,  it's, 
well,  money  in  the  bank. 

By  Gary  Weiss  in  New  York 
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Commentary/by  David  Greising 

SHORTSIGHTEDNESS  IS  SHORT-CIRCUITING  CHICAGO'S  GIOBEX 


E 


ven  in  the  Chicago  commodity 
pits,  where  traders  still  use  a  150- 
I  year-old  system  of  hand  signals 
and  shouting,  exchange  leaders  know 
that  they  must  embrace  technology  to 
stay  in  the  game.  That's  why  they 
hired  Reuters  Holdings  PLC  to  create 
the  Globex  trading  system.  Launched 
with  great  fanfare  in  mid- 1992,  the  sys- 
tem had  two  purposes:  to  introduce 
computerized  trading  to  Chicago  while 
also  handling  after-hours  orders  that 
otherwise  could  have  been  traded  at 
overseas  bourses.  But  Globex  has  been 
a  big  dud. 

More  than  a  year  after 
its  launch,  Globex  has  mus- 
tered only  meager  trading 
volume,  the  leasing  of  Glob- 
ex terminals  is  far  behind 
schedule,  and  just  one  for- 
eign bourse  has  signed  on 
to  what  was  supposed  to 
be  a  worldwide  system  link- 
ing all  of  the  world's  major 
exchanges. 

big  blunder.  Now  the  saga 
is  going  from  bad  to  worse. 
Just  ask  the  London  Inter- 
national Financial  Futures 
Exchange.  LIFFE  wanted 
badly  to  join  so  it  could  of- 
fer its  popular  "bund"  con- 
tract, based  on  German 
bonds,  to  traders  at  385 
Globex  terminals  in  Chica- 
go, New  York,  Paris,  Lon- 
don, and  four  other  cities. 
But  then,  on  Aug.  10,  came 
a  veto  on  the  bund  contract 
from  the  Chicago  Board  of  Trade, 
which  operates  Globex  in  partnership 
with  the  Chicago  Mercantile  Exchange 
and  Reuters.  That  caused  LIFFE  to 
withdraw  from  Globex.  Why  the  veto? 
The  cbot  saw  a  potential  conflict  with 
LIFFE,  where  the  bund  futures  had  a 
turnover  of  nearly  4  million  contracts 
in  July.  True,  the  CBOT  doesn't  trade 
the  bund  now,  but  it  might  want  to— 
someday.  Maybe. 

It's  an  amazing  blunder,  liffe  could 
have  provided  Globex  a  desperately 
needed  boost.  The  only  exchange  that 
contributes  meaningful  volume  to  Glob- 
ex is  also  foreign,  the  Marche  a  Terme 
International  de  France  (MATIF)  in  Par- 
is, which  accounts  for  85%  of  Globex' 
average  daily  volume  of  about  30,000 
contracts.  And  the  rationale  for  ban- 


ning the  bund  was  specious.  The  Board 
of  Trade  might  launch  a  bund  contract 
to  capitalize  on  its  strong  showing  in 
other  interest-rate  instruments  such 
as  Treasury  bond  futures.  But  to  lure 
away  substantial  bund  volume  from 
LIFFE,  the  CBOT  would  have  to  over- 
come the  first  axiom  of  futures  trad- 
ing: The  one  who  is  first  always  wins. 

Chicago's  exchange  leaders  have  only 
compounded  their  errors.  They  have 
engaged  in  public  finger-pointing  and 
name-calling,  blaming  each  other  for 
the  dispute  with  liffe  and  Globex' 


problems  in  general.  Board  of  Trade 
Chairman  Patrick  Arbor  has  unfavor- 
ably compared  Merc  Chairman  John  F. 
Sandner's  performance  as  Globex  chair- 
man to  that  of  his  predecessor,  Leo 
Melamed.  Sandner,  in  turn,  released  a 
copy  of  a  letter  to  the  press  that 
spelled  out  Reuters'  dissatisfaction  with 
Arbor's  conduct  on  the  LIFFE  episode. 
Arbor  then  tried  to  make  the  with- 
drawal of  liffe  appear  to  be  the  result 
of  a  number  of  broader  issues.  But 
that's  not  the  case.  There's  only  one 
reason  behind  LIFFE's  withdrawal:  the 
CBOT's  veto  of  the  bund.  "With  the  Chi- 
cago Board  of  Trade  holding  a  veto, 
there's  not  much  point  in  our  talking  to 
Globex,"  says  liffe  Chairman  Nicho- 
las J.  Durlacher. 

The  Chicago  exchanges  can  ill  af- 


ford to  lose  potential  volume  on  Gl 
ex.  They  may  have  to  reimburse  E 
ters  next  summer  if  a  shortfall  j 
sists  in  the  leasing  of  Globex  termin 
Indeed,  the  entire  Globex  partners 
may  well  dissolve,  given  various 
cape  clauses  that  open  next  year 
founding  members,  most  of  them  t 
to  Globex'  trading  volume.  Reut 
won't  walk  away  from  its  $100  mil! 
investment  in  Globex,  but  the  Cl 
certainly  might,  taking  its  potenti: 
lucrative  Treasury  bond  futures  c 
tract  with  it.  That  would  vitally  d; 
age  the  Globex  system. 

Can  Globex  be  savi 
Perhaps.  If  the  exchanj 
put  aside  their  bickering 
promote  Globex  where 
should  do  well,  in  Eur( 
and  the  Far  East.  If 
board  drops  its  prohibit 
against  LIFFE's  German  bi 
contract.  If  the  Chicago 
changes  allow  Globex  tr 
ing  to  begin  immediately 
ter  their  trading  pits  clc 
which  would  prevent  tr 
ers  from  drifting  away  in 
hour  or  more  between 
closing  of  Chicago's  pits 
the  Globex  opening.  U 
mately,  Globex  won't  achi< 
its  potential  as  a  global  tr 
ing  system  unless  the  C 
cago  exchanges  allow  Glol 
to  be  open  for  busim 
even  while  there's  act 
in  their  own  pits. 

The  leaders  of  Chicag 
futures  exchanges  don't  have  mi 
choice.  They  have  already  seen  th 
control  of  world  trading  volume  in 
tures  drop  from  an  82%  share  in  li 
to  less  than  50%  today.  Internal  s 
veys  of  members  indicate  traders' 
comes  are  declining,  even  as  wo 
trading  volume  is  soaring.  Those  me 
ber  firms  that  haven't  already  be 
absorbed  in  mergers  are  seeing  th 
profits  slide.  Recently,  the  exchanj 
have  promoted  Chicago  as  "The  R 
Management  Capital  of  the  World."  I 
the  Chicago  futures  exchanges  risk 
ing  their  franchise  if  they  don't  dr 
their  petty  squabbling  and  move 
ward  a  truly  global  trading  system. 


Greising  covers  the  Chicago  comrru 
ity  exchanges. 
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^Xeeven 
made  the  sticker 
attractive. 


The  1993 

Skylark  Custom. 

We  gave  it  a  sleek 
aerodynamic  shape, 
expressive  design  details, 
and  a  very  attractive  price. 

The  Skylark  Custom  is 
our  most  affordable  Buick 
for  1993.  So  it's  a  wonderful 
way  to  introduce  yourself 
to  Buick  quality.  Like  all 


Buicks,  it's  equipped  with 
an  impressive  list  of  features 
including  DynaRide® 
suspension,  automatic 
transmission,  power  door 
locks,  stainless  steel  exhaust, 
and  even  anti-lock  brakes. 
All  standard. 

For  more  information,  call 
1-800-4A-BUICK.  Or  see  your 
Buick  dealer  and  test-drive  a 
new  Skylark  Custom  today. 


Either  way,  you'll  discover 
a  car  whose  qualities  are 
very  attractive  indeed. 


I  (JM  I®  Buckle  up,  America1 

I       I    ©1992  GM  Corp  All  rights  reserved 

Skylark  is  a  registered  trademark  of  GM  Corp 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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BANKING  I 


THE  GRINGO  BANKS 
ARE  DROOLING  

They're  ready  to  swoop  into  Mexico  once  NAFTA  is  approved 

 : — :  :  — — i — :  


Pity  Mexico's  bank  customers.  To 
pay  electric  bills  or  credit-card 
balances,  they  must  wait  in  long 
lines  that  snake  out  of  bank  branches 
onto  sidewalks.  Bounce  a  check?  That's 
$75.  And  if  they're  lucky  enough  to  be 
approved  for  a  mortgage  or  a  car  loan, 
it'll  cost  30%  a  year  in  interest. 

With  competition  sparse,  Mexican 
banks  have  been  making 
money  hand  over  fist  since 
privatization  began  in  1991 
after  10  years  of  government 
control.  Thanks  to  the  de- 
mand for  banking  services 
and  the  overall  growth  in 
the  economy,  the  country's 
biggest  banks  posted  returns 
on  equity  of  as  much  as  33% 
in  1992  and  charged  in  ex- 
cess of  7%  over  their  bor- 
rowing costs  for  loans,  far 
more  than  banks  in  the  U.  S. 
(table).  Now,  though,  the 
Mexican  banks  face  a  new 
challenge:  competition  from 
foreigners. 

If  the  North  American 
Free  Trade  Agreement  is 
approved  by  Congress,  U.  S. 
and  Canadian  banks  will  be 
able  to  open  full-fledged  sub- 
sidiaries in  Mexico  to  com- 
pete head-on  with  Mexican 
banks  on  Jan.  1.  Right  now, 
foreign  banks  are  only  allowed  to  oper- 
ate representative  offices,  except  for 
Citibank,  which  has  had  branches  in 
Mexico  since  the  1930s.  "If  they  were  to 
come  in  today,  they  would  represent  a 
very  serious  threat  of  competition  to 
Mexican  banks,"  says  financial  analyst 
Felix  Boni  of  Interacciones,  a  brokerage 
in  Mexico  City. 

going  south.  Already,  the  list  of  U.  S. 
and  Canadian  banks  eyeing  Mexico  reads 
like  a  Who's  Who  of  Banking:  Citibank, 
Chemical  Bank,  Chase  Manhattan 
Bank,  Morgan  Guaranty  Trust,  Bank- 
ers Trust,  Bank  of  America,  M  if  Hand 
Bank,  the  Bank  of  Montreal,  and  the 
Royal  Bank  of  Canada.  The  North 
American  units  of  European  banks, 
such  as  Deutsche  Bank  and  Swiss 
Bank  Corp.,  are  looking  as  well. 
Mexican  Finance  Under  Secretary 


Guillermo  Ortiz  expects  some  20  foreign 
banks  to  request  licenses  in  early  1994. 

Chemical  and  Chase  are  among  the 
first  to  put  their  cards  on  the  table. 
John  S.  Donnelly,  Chemical's  Mexico 
country  manager,  will  be  doubling  his 
staff  to  open  a  subsidiary  in  March, 
1994.  "If  NAFTA  goes  through,  this  will 
be  a  very  exciting  market  to  be  in,"  he 
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says.  Chase  Country  Manager  Manuel 
Pena-Morros  hopes  to  use  the  bank's 
planned  subsidiary  to  snare  corporate 
finance  and  capital  markets  business. 

Smaller  U.  S.  banks  are  also  interest- 
ed. International  Bank  of  Commerce  in 
Laredo,  Tex.,  with  assets  of  $2  billion 
and  27  branches,  mainly  on  the  border, 
plans  to  expand  south  soon  and  perhaps 
open  retail  branches  in  three  to  five 
years.  "We're  more  interested  [than 
many  other  small  banks]  because  we're 


BANK  PROMTS  SHINE  IN  MEXICO 


1992  FIGURES 

8ANAMEX 

BANCOMER 

LARGE  U.S. 
BANKS 

Return  on  average  assets 

2.3% 

2.0% 

0.9% 

Return  on  average  equity 

32.8% 

27.9% 

13.4% 

Net  interest  margin 

7.4% 

7.1% 

4.5% 

at  the  front  door  of  this  whole  proces: 
says  IBC  Chief  Executive  Dennis  E.  Ni 
on.  To  open  a  subsidiary,  he  say 
"you're  going  to  have  to  go  in  the 
with  a  serious  commitment,  which  we' 
prepared  to  do." 

RUNNING  ROOM.  Under  NAFTA,  U. 

and  Canadian  banks  will  be  able  to  ope 
ate  in  Mexico  as  if  they  were  Mexic; 
institutions.  But  each  foreign  bank  w 
have  to  limit  its  market  share  to  1.5% 
the  banking  system's  total  assets,  i 
foreign  banks  combined  must  keep  tht 
market  share  under  8%  for  the  fii 
year,  but  the  share  can  grow  to  15% 
1999.  That  leaves  plenty  of  room  for  t 
U.  S.  banks  to  expand. 

Most  foreigners  are  not  expected 
go  into  retail  banking  now.  Instea 
they'll  focus  on  areas  where  they  ha 
advantages:  cross-border  mergers  ai 
acquisitions  and  foreign  e 
change  transactions.  Ban 
specializing  in  trading,  su 
as  Morgan  and  Banke 
Trust,  will  likely  concentra 
on  equities  and  sophistical 
peso  transactions  now  ha 
died  in  New  York. 

The  Mexican  market 
not  without  pitfalls.  Me: 
can  banks  are  dogged  1 
problem  assets:  The  ban 
ing  system  has  an  averaj 
7.2%  bad-loan  portfolio,  i 
from  around  4%  a  year  ag 
and  some  banks  have 
much  as  a  21%  nonperfc 
mance  rate.  Many  are  al 
finding  that  their  technoloj 
is  seriously  out  of  date,  ai 
they  spent  $2.4  billion 
technical  modernization 
the  past  year  alone,  Orl 
says. 

U.  S.  banks  that  ventu 
south  will  run  into  the 
own  infrastructure  problems.  For  exai 
pie,  if  they're  to  open  trading  dest 
they  will  need  fiber-optics  technoloj 
and  reliable  phone  service,  both  scar 
commodities  in  Mexico.  And  operating 
Mexico  can  be  expensive:  Office  spa 
in  Mexico  City,  the  country's  bankii 
center,  costs  up  to  $50  or  $60  a  squa 
foot,  nearly  double  New  York  prices 

Still,  the  attraction  is  there.  Cyntr 
Harlow,  an  analyst  with  Thomson  Bar 
watch  Inc.  in  New  York,  says  Mexi 
is  an  "underbanked"  market  who 
financial-services  sector  is  expect 
to  grow  10%  to  15%  a  year  for  t 
next  two  to  three  years.  Provid' 
NAFTA  is  approved,  that  will  1 
great  news  for  adventurous  Ame 
can  banks. 

By  Geri  Smith  in  Mexico  Cit 
with  Wendy  Zellner  in  Dallas 
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Do  you  own  "The  Best 
Performing  Mutual  Rind 
Of  All  Time"  ? 


Pioneer  Rind. 

65  years  young 

ana  not  ready  to  retire . 

Join  the  more  than  200,000  shareowners  who  are  enjoying 
the  benefits  of  Pioneer  Fund  today.  From  March  1 , 1928,  to 
June  30, 1993,  $10,000  in  Pioneer  Fund  grew  to  $25,939,865/ 


Ask  your  investment  representative  ^%^%^% 

today  about  Pioneer  Fund,  send  us  M  Jr  ^ihl^^l X 


the  coupon  below  or  call  Pioneer  at: 


Ideal  for  retirement  plans 


Please  send  me  a  free  information  kit  about  Pioneer  Fund,  including  a  prospectus 
which  contains  more  information  about  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 


Name 
Street 
City  _ 
State 


Zip 


Phone 


I    |  Also,  send  me  information  about  setting  up  an  IRA. 


Value  Investing 
Since  1928 


PIONEER 


Pioneer  Funds  Distributor.  Inc. 

60  State  Street 

Boston.  Massachusetts  02109 


Utual  Fund  Forecaster  (March  4,  1993),  corroborated  by  the  independent  rating  service  CDA/Wiesenberger  (Mutual  Funds  Update, 
•ember  31,  1992).  CDA/Wiesenberger  recognized  Pioneer  Fund  as  a  top  performer,  noting  that  Pioneer  Fund  turned  Sill. 000  into  more 
n  $10  million  for  the  period  January  1.  1940  through  December  31.  1992  -  outpacing  all  29  other  long-term  funds  in  its  universe.  All  fund 
formance  assumes  the  reinvestment  of  all  distributions  and  the  deduction  of  the  maximum  sales  charge  of  5.75%  (10,  5  and  1  years  average 
mal  total  returns  through  June  30,  1993  are  10.58%,  9.46%  and  8.d6%  respectively).  Past  Performance  does  not  guarantee  future 
llts.  Return  and  principal  value  will  fluctuate  and  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost, 
adjustments  have  been  made  for  income  taxes  payable  by  shareholders. 
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BY  GENE  G.  MARCIAL 

THE  PUSHING 
AND  PULLING 
OVER  RODMAN 


The  buyout  battle  over  Rodman  & 
Renshaw  Capital  Group,  a  quiet 
little  securities  broker-dealer  in 
Chicago,  is  heating  up.  Predictably, 
several  investor  groups  have  been 
snapping  up  Rodman  shares,  which 
shot  up  to  1%  from  5%  in  mid-July. 

"Rodman  was  undervalued  as  it  was, 
but  with  the  stock  now  in  play,  it  is 
doubly  attractive,"  says  one  New  York 
money  manager  who  figures  the  stock 
is  worth  at  least  12  in  a  buyout.  "And  a 
buyout  there  will  be,"  he  adds,  "judging 
by  the  players  that  have  emerged." 

Here's  the  story  so  far:  Dan  Pur- 
jes,  chairman  and  CEO  of  Josephthal 
Lyon  &  Ross,  a  New  York  securities 
firm,  proposed  a  merger  to  Rodman 
Chairman  and  CEO  Kurt  Karmin  in  late 
July.  That  caught  the  attention  of  Cal- 
ifornia investor  Marshall  Geller,  who 
quickly  accumulated  nearly  10%  of  the 
stock.  Geller  subsequently  announced 
that  he  will  seek  to  oust  management 
and  put  up  his  own  directors.  Mean- 
while, another  suitor  has  popped  up: 
Fahnestock  Viner  Holdings,  a  112-year- 
old  New  York  securities  broker.  All 
this  activity  prompted  Rodman  to  hire 
New  York  investment  bank  Rothschild 
Inc.  to  evaluate  the  sudden  interest. 
near-perfect  fit.  The  latest  scoop  is 
that  Josephthal  is  believed  ready  to 
sweeten  its  offer  should  Fahnestock 
jump  in  with  its  own  takeover  bid. 
One  analyst  believes  Fahnestock  will 
make  its  move  after  Rothschild  makes 
public  its  "assessment"  in  mid-Septem- 
ber. Rothschild  will  voice  its  opinion 
on  the  Josephthal  merger  offer,  which 
is  the  only  formal  proposal  so  far. 

Another  analyst  says  Josephthal's 
bid  consists  of  cash  and  stock— plus  an 
offer  to  pay  a  special  cash  dividend  to 
shareholders.  Josephthal  CEO  Purjes 
says  the  fit  between  the  two  compa- 
nies is  near  perfect  because  "Rodman 
is  strong  in  certain  operations  where 
Josephthal  is  weak."  Purjes  says  that 
Josephthal  could  make  efficient  use  of 
Rodman's  retail  brokerage  operations 
in  the  Midwest,  as  well  as  the  money- 
management  operations. 

Rodman  also  engages  in  commod- 
ities brokerage,  investment  banking, 
real  estate  partnerships,  and  insurance. 
Revenues  totaled  $90  million  in  the 
year  ended  June  30.  Per-share  earn- 


RODMAN: 
HIGHER  GROUND 
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ings  are  expected  to  rise  to  40<P  a 
share  in  fiscal  1994  from  1993's  34<t. 

Fahnestock  and  Geller  aren't  likely 
to  just  walk  away.  Fahnestock  has 
deeper  pockets  than  Josephthal,  with  a 
capital  base  of  $60  million  vs.  Joseph- 
thal's $16  million.  And  Geller  has  noth- 
ing to  lose,  notes  one  analyst,  who  be- 
lieves that  with  $3  million  worth  of 
Rodman  shares,  "this  investor  [Geller] 
is  determined  to  become  the  chairman 
and  CEO  of  Rodman." 


SMOOTH  RAZOR 
PLAY? 


Looking  for  the  next  Gillette?  Some 
pros  think  they  have  found  a  Gil- 
lette-in-the-making  in  American 
Safety  Razor.  The  118-year-old  compa- 
ny just  went  public  in  June  at  12  a 
share.  This  maker  of  razors  and  blades, 
including  Personna  and  gem,  "domi- 
nates the  private-label  razor-blade  mar- 
ket in  the  U.  S.,"  says  Joe  Kozloff,  an 
analyst  at  Smith  Barney,  Harris  Up- 
ham,  which  managed  the  offering. 

At  one  time  a  unit  of  Philip  Morris, 
American  Safety  was  acquired  in  a  lev- 
eraged buyout  in  1989  by  Jordan  Co. 
The  lbo  resulted  in  $100  million  in 
debt,  so  the  new  owners  channeled 
much  of  the  cash  flow  to  debt  repay- 
ment. Even  so,  "recent  results  have 
been  quite  solid,"  notes  Kozloff,  who 
figures  the  improving  balance  sheet 
will  allow  management  "to  refocus  its 
attention  on  growing  the  company." 

Kozloff  expects  revenues  of  $165  mil- 
lion this  year  and  per-share  earnings  of 
65<t.  Next  year,  he  sees  earnings  of 
$1.16  and  $1.45  in  1995.  His  projections 
are  based  mainly  on  the  fast  growth  of 


the  private-label  market  for  razors  i 
blades.  In  the  U.  S.,  the  company  s< 
to  such  retail  giants  as  Wal-M 
Stores  and  Kmart  under  the  outh 
own  brand  labels.  American  Safety 
zor  also  makes  hand  tools,  includ 
carpet  cutters,  which  it  sells  to  Ho 
Depot,  among  other  retailers.  Otl 
products  include  industrial  and  med 
blades  and  custom  bar  soaps. 

One  New  York  hedge  fund  mana; 
who  holds  a  big  stake  in  Amerii 
Safety  Razor  says  the  stock  is  one 
the  cheapest  in  the  fast-growing  bi 
ness.  He  sees  it  hitting  the  high  te 
sometime  this  year. 


GAUGES  WITHOUT 
THE  GUESSWORK 


E 


ver  on  the  lookout  for  small  i 
beaten-down  companies  in 
I  midst  of  a  turnaround,  Jack 
ver,  president  of  Siar  Capital  Manal 
ment,  has  acquired  a  7%  stake] 
Measurement  Specialties,  a  makerj 
measuring  devices  that  nearly  w 
bankrupt  three  years  ago.  Since  tq 
it  has  paid  off  debt,  replaced  the  bo 
and  broadened  its  products.  But  wh 
so  hot  about  a  maker  of  tire  gau 
weighing  machines,  and  food  scale 
Plenty,  argues  Silver,  if  the  comp, 
is  now  a  pure  play  in  digital  electn 
measurement  gadgets  for  industr 
automotive,  and  medical  uses. 

So  far,  Silver  seems  to  be  right 
the  money.  Shares  of  Measurem 
Specialties,  which  traded  at  2%  in 
March,  rose  to  5/£  by  Sept.  L  He 
more  upside  room  in  the  stock  as  ei 
ings  come  through. 

The  company  has  "a  number  of 
tential  home-run  products,"  says  S 
don  Traube,  an  analyst  at  M.  H.  Me; 
son,  a  New  Jersey  securities  fi 
Traube  points  to  an  FDA-approved 
posable  sensor  designed  to  meas 
heart  and  blood  pressure.  This  pah 
ed  tiny  device  is  mounted  on  the  ti] 
a  special  catheter  used  in  open-ht 
surgery  to  measure  heartbeat 
blood  pressure.  The  analyst  says 
sensor  could  bring  in  annual  sales  o 
million  to  $7  million.  Another  prod 
is  a  handheld  digital  electronic  t 
pressure  gauge  that,  says  the  anal 
is  more  accurate  than  standard  gau; 
It  retails  for  under  $10. 

Traube  expects  Measurement's  e; 
ings  to  jump  to  31<f  a  share  next  y 
on  revenues  of  $15  million,  up  fi 
1993's  estimated  4<P  on  sales  of 
million.  In  1995,  he  sees  earning 
55<f  on  sales  of  $23  million. 
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Commentary/by  John  Carey 


THE  SUPER  COLLIDER  IS  SCIENCE.  THE  SPACE  STATION  IS  PORK 


■  n  the  next  few  weeks,  lawmakers 
I  in  Washington  will  take  up  Big  Sci- 
H  ence,  a  topic  as  befuddling  to  most 
of  them  as  quantum  physics.  Up  for 
approval  are  the  space  station,  at  $25 
billion,  and  the  Superconducting  Su- 
per Collider,  at  $11  billion.  When  the 
sound  and  fury  ebb,  odds  are  that  Con- 
gress will  have  made  two  boneheaded 
choices,  keeping  alive  the  boondoggle 
space  station  while  dealing  a  perhaps 
fatal  blow  to  the  scientifically  worthy 
atom  smasher.  Worse,  the  decisions 
will  be  made  for  all  the  wrong  rea- 
sons—a sad  commentary  on  how  sci- 
ence policy  is  set. 

Consider  first  the  space  sta- 
tion, one  of  the  most  useless 
and  costly  enterprises  ever 
conceived.  Nearly  every  major 
scientific  organization  agrees 
that  the  project  has  practically 
nothing  to  do  with  science.  Its 
only  scientific  rationale— a  slim 
reed  indeed— is  to  learn  how 
humans  react  to  long  periods 
of  weightlessness,  a  prerequi- 
site for  travel  to  Mars.  (Per- 
haps when  visitors  get  to  the 
red  planet,  they'll  find  out 
what  happened  to  NASA's  latest 
disaster,  the  $980  million  Mars 
Observer,  which  disappeared 
in  late  August.)  There's  also 
the  problem  of  how  to  loft  the 
station  into  position.  One  rea- 
son NASA  wants  the  space  sta- 
tion is  to  give  the  space  shuttle 
something  to  do.  But  that  ag- 
ing craft  is  less  reliable— and 
far  more  dangerous— than  a  10-year- 
old  Yugo. 

new  mission.  So  why  does  Congress 
keep  pumping  billions  into  the  station? 
For  years,  it  was  mainly  to  show  the 
Soviets,  who  had  succeeded  in  keeping 
a  few  lonely  cosmonauts  in  orbit  for 
months  at  a  time,  that  the  U.  S.  was 
still  master  of  the  universe— or  at  least 
of  near-earth  orbit.  With  the  collapse  of 
the  Evil  Empire,  the  station's  sole  rea- 
son for  being  is  to  preserve  15,000 
mostly  high-paying  jobs  in  areas  hard- 
hit  by  defense  cutbacks. 

The  tragedy  is  that  many  of  those 
jobs  could  be  saved  if  Congress  showed 
some  ingenuity.  The  U.  S.  needs  a  new, 
reliable  rocket  to  substitute  for  the 
shuttle.  It  could  use  new  weather  sat- 


ellites and  planetary  probes  that  work. 
It  could  also  build  a  hypersonic  aero- 
space plane  capable  of  taking  off  like  a 
jetliner  and  reaching  low  orbit.  In 
short,  killing  the  space  station  could 
free  up  money  to  engage  aerospace 
companies  in  far  more  productive  pur- 
suits. The  downside  would  be  angering 
the  Japanese,  Europeans,  and  Cana- 
dians, who  are  busy  building  expen- 
sive labs  and  other  hardware  for  the 
space  station.  But  this  may  well  hap- 
pen anyway,  since  most  versions  of  a 
cheaper,  redesigned  station  cannot 
accommodate  the  foreign  hardware. 


BRAGGIN'  SIZE:  $2  BILLION  HAS  BEEN  SPENT  IN  TEXAS 


The  Superconducting  Super  Collider 
is  a  different  story.  True,  the  huge 
Texas  particle  accelerator  has  flaws. 
It,  too,  was  conceived  in  a  "keep  Amer- 
ica first"  mood  when  it  should  have 
been  an  international  project,  if  only  to 
spread  its  rising  cost,  now  more  than 
double  the  original  estimate.  And  it 
can't  live  up  to  the  ludicrous  claims 
ssc  officials  and  congressional  support- 
ers are  making  for  its  practical  payoffs. 
It's  unrealistic  to  hope  the  big  ma- 
chine's beams  of  protons  will  be  used 
to  cure  cancer,  or  to  expect  that  its 
magnets  will  jump-start  a  U.  S.  indus- 
try in  magnetically  levitated  trains. 
"It's  preposterous  to  justify  the  SSC  on 
the  basis  of  spin-offs,"  says  University 
of  Maryland  physicist  Robert  L.  Park. 


v 


Still,  the  SSC  will  do  pioneering  1 
ence.  By  smashing  together  beams; 
protons  that  race  through  its  54-m 
long  oval  tunnel,  the  machine 
prove  or  disprove  the  existence  of  a 
zarre  particle,  the  Higgs  boson,  wh 
is  predicted  by  physicists'  theori 
Finding  the  Higgs  boson  and  other 
oteric  particles  would  help  explain  w 
objects  have  mass  and  how  the  i 
verse  formed.  "It's  such  fundameri 
knowledge  that  not  building  the  ! 
would  be  a  tragic  loss,"  says  No 
laureate  physicist  Jerome  I.  Friedn 
of  Massachusetts  Institute  of  Techn< 
gy.  A  less-powerful  mach 
planned  for  CERN,  the  Euro 
an  high-energy  physics  cen 
in  Geneva,  may  not  be  able 
answer  all  these  questio 
What's  more,  taxpayers  h 
already  spent  more  than  $2 
lion  on  the  SSC  and  dug  m> 
than  15  miles  of  its  tunnel- 
wasted  if  the  project  gi 
down  the  tubes. 

POLITICAL  HYPOCRISY.  Op 

nents  of  the  SSC  engineer© 
280-to-150  vote  against  it 
the  House  in  June  and  he 
to  win  in  the  Senate  as  w 
"It's  a  black  hole  for  gre 
backs,"  charges  Tom  Scha 
president  of  Citizens  Agai 
Government  Waste.  "It  is  nc 
project  we  can  justify  in  t 
era  of  sacrifice."  But  cries 
wastefulness  ring  false  in 
mouths  of  lawmakers  who  s 
sidize  everything  from  moh 


to  helium  reserves  for  blimps  and  p 
money  into  pork-barrel  projects  such 
tapping  the  northern  lights  for  ener 
Until  many  such  projects  are  axed 
vote  against  the  collider  is  mainly  pc 
ical  hypocrisy.  It  lets  members  of  C 
gress  crow  about  their  budget-cutt 
prowess  as  they  grab  tax  dollars 
their  districts. 

America  hasn't  become  so  weak  t 
it  can't  afford  one  big  effort  in  bz 
science.  If  the  SSC  dies  while  the  sp 
station  lives,  perhaps  we  should  el 
our  elected  representatives  towanf"' 
physics  phenomenon  they  understan 
bit  better— the  political  black  hole. 


Carey  covers  science  from  the  Wc 
ingtori  bureau. 
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Developments  to  Watc 


EDITED  BY  RUTH  COXETER 


THAT'S  A  HORSELESS  CARRIAGE 
OF  A  DIFFERENT  COLOR 


Feeling  blue  about 
driving  a  red  car?  No 
problem,  says  Donald 
Brewer,  23,  president  of 
Brewer  Optical  Interna- 
tional Technologies  Inc. 
in  Terre  Haute,  Ind. 
Covering  your  car  with 
flexible  liquid-crystal  dis- 
plays may  one  day  let 
you  turn  it  from  one  col- 
or to  another— or  any 
mix  of  the  two. 

Brewer's  technology 
imprisons  two  different 
color  dye  molecules  in  an  LCD.  Applying  voltage  changes  the 
orientation  of  the  molecules  and  thus  the  color.  LCD  panels  cov- 
ering a  midsize  car  would  run  about  $2,500,  says  Brewer. 
He  has  a  patent  on  one  color-changing  LCD  that  could  be 
used  in  jewelry  and  sportswear,  including  sneakers,  and  a  pat- 
ent pending  on  another  type  that  could  be  produced  in  bigger 
sheets  for  cars  or  wallpaper.  John  Beiswenger,  head  of  three 
Product  Research  in  Strasburg,  Pa.,  says  he  will  urge  his 
manufacturing  clients  to  use  Brewer's  LCDs  for  color-changing 
touch  screens  on  microwaves  and  dishwashers. 


SPACE-AGE  CONCRETE 
THAT  MAY  SUB  FOR  STEEL 


Anew  concrete  with  20  times  the  compressive  and  tensile 
strength  of  the  best  now  available  may  lead  to  better  con- 
struction and  design.  Developed  by  French  construction  com- 
pany Bouygues,  Reinforced  Powder  Concrete  (RPC)  gets  its 
strength  from  fine  steel  wires,  or  microfibers,  a  fraction  of  a 
millimeter  thick.  They  make  the  use  of  conventional  rein- 
forcement bars  unnecessary,  rpc's  brittleness  is  only  Koo  that 
of  conventional  concrete. 

Its  greater  strength  means  that  only  a  third  to  a  fourth  as 
much  concrete  is  required  for  a  structure,  thereby  lowering 
the  weight.  Less  weight  and  greater  strength  mean  taller 
buildings  and  longer  bridges  can  be  built.  RFC  could  also  lie  a 
substitute  for  steel.  Pierre  Richard,  vice-president  and  scien- 
tific director  at  Bouygues,  says  that  RFC  will  allow  more  so- 
phisticated shapes.  "Geometric  designs  before  thought  to  be 
impossible  are  now  within  reach,"  he  says. 


THESE  MICROBES  DO  THEIR  JOB, 
THEN  FALL  ON  THEIR  SWORDS 


Bioengineered  products  face  a  big  hurdle:  public  fear  that 
the  "super  microbes"  will  wreak  havoc  on  the  environment. 
GX  Biosystems  Inc.  in  Holt,  Denmark,  may  have  a  solution:  a 
"suicide  gene"  that  programs  genetically  altered  bacteria  to 
self-destruct  when  their  work  is  done.  The  lethal  genes  turn 
on  when  bacteria  finish  feeding  on  toxic  waste  or  potato  bee- 
tles—or at  a  preset  time.  ( )ne  insignificant  microbe  in  100 
million  survives. 

GX  and  the  U.  S.  Environmental  Protection  Agency  are 
discussing  setting  up  a  field  trial  of  live  bacteria  engineered  to 
break  down  chemical  solvents  used  in  manufacturing.  With  a 


European  patent  in  hand  and  U.  S.  patents  pending,  GX  has 
ranged  a  co-development  agreement  with  an  unnamed  pe 
cide  company  and  is  negotiating  with  others.  Meanwhile, 
Dutch  environmental  agency  and  GX  are  cooperating  on  f 
trials  of  live  bacteria  engineered  to  fight  the  potato  j 
called  the  leather  jacket.  GX  President  James  Sharpe  says 
suicide  gene  should  make  it  easier  to  win  EPA  approval 
live,  genetically  altered  bacteria. 


SOON,  BART  SIMPSON  CAN  HANG 
NEXT  TO  THE  FAMILY  PORTRAITS 


The  march  toward  hang-on-the-wall  TV  has  taken  a  big  a 
with  the  commercialization  of  Matsushita  Electric  Indu: 
al  Co.'s  proprietary  Flat  Vision  technology.  On  Oct.  1,  the  cl 
pany  will  start  selling  a  14-inch  color  set  with  a  screen  ur 
4  inches  thick.  Initial  price:  $2,750.  Unlike  liquid-crystal 
plays,  which  are  used  to  make  tiny  color  TVs,  Flat  Vi 
somewhat  resembles  conventional  cathode-ray  tubes.  But 
stead  of  a  long  "gun"  that  shoots  signals  onto  the  sen 
Flat  Vision  uses  44  wire  cathodes  to  deflect  beams  throug 
multilayered  matrix  of  electrodes.  When  the  signals  r€ 
the  screen,  they  create  almost  10,000  separate  cathode-ray 
ages  that  add  up  to  a  seamless  picture. 

Like  conventional  TV,  the  image  is  vivid,  nearly  distort 
free,  and  easily  visible  from  an  angle.  According  to  Matsu 
ta,  the  cost  is  about  one-tenth  that  of  a  similar-size 
screen.  Matsushita  introduced  this  Flat  Vision  model  to  ga 
consumer  interest.  Miniaturization  should  make  a  wall-han^ 
model  possible  by  1995,  but  it  will  still  have  to  be  wired 
separate  base  containing  circuitry  and  a  power  supply, 
Matsushita.  The  company  also  expects  to  introduce  a  20-i 
version  before  long  and  a  computer-display  version  next  y 
Matsushita  hopes  Flat  Vision  will  capture  10%  of  the  gl 
display  market  by  the  year  2000. 


AND  AROUND  THE  FAR  TURN, 
IT'S  L  COLI  DNA  BY  A  NOSE... 


Scientists  at  Los  Ala- 
mos National  Labora- 
tory are  spending  their 
days  at  the  track— the 
molecule  track,  that  is. 
The  researchers  have 
found  that  racing  mole- 
cules down  an  electrified 
"drag  strip"  provides  a 
measure  of  their  size 
based  on  their  finish 
time.  Short  molecules 
finish  faster  because 
they  encounter  less  re- 
sistance. These  races 
may  speed  up  the  mapping  and  sequencing  of  DNA— the  go; 
the  federal  government's  Human  Genome  Project— by  deli 
ing  a  molecular  profile  in  under  a  second. 

An  electric  field  propels  the  molecules  along  a  track  200 
crons  long— less  than  the  thickness  of  a  razor  blade.  A  1; 
lights  up  the  starting  line.  Struck  by  the  beam,  the  mole 
emits  a  pulse  of  light  that  sets  off  the  stopwatch.  At  the 
ish,  a  second  laser  strikes  the  molecule,  which  emits  anot 
pulse  of  light  to  stop  the  clock.  Staff  scientist  Brooks  Shen 
ceived  a  patent  on  the  technology  this  spring  and  is  worl 
with  postdoctoral  fellow  Alonso  Castro  to  identify  the  DN 
viruses  in  blood  and  E.  coli  bacteria  in  food. 


90  BUSINESS  WEEK/SEPTEMBER  13,  1993 


SCIENCE  &  TECHN 


Hie  1993  Business  Week/Deloitte  &  Touche  Healtli  Care  Summit 
American  Business  and  Health  Care  Reform:  Panacea  or  Predicament? 

WiUard  Hotel,  Washington,  D.C.,  November  16-17,  1993 

Priority  One:  Finding  tlie  cure  for  health  care  in  America.  The  ultimate  well-being  of  our  nation's 
health  care  s\>lein  i-  mm  in  the  hand-  ol  a  -elect  - 1 < nip  ol  decision  makers.  Koi  two  days  in  November,  von  are 
invited  to  join  in  corporate  sponsorship  with  renowned  professionals  who  will  be  instrumental  in  managing  the 
changes  in  American  health  care. 

The  1993  Business  Week/Deloitte  &  Touche  Health  Care  Summit  prov  ides  a  select  group  of  corporate 
sponsors  a  direct  dialogue  with  some  of  our  country's  most  hrffuential  policy  makers:  The  CEOs,  labor  leaders, 
academics,  government  officials  and  leaders  in  health  care  and  allied  industries. 

A  distinguished  roster  of  guests  and  an  impressive  array  of  topics  including  "The  Impact  of  Health  Care  Reform 
on  the  U.S.  Business  Community"  and  "The  Nuts  and  Bolts  of  Health  Care  Reform:  How  Will  It  Work?", 
promise  to  make  this  conference  a  truly  remarkable  event. 

Featured  speakers  to  date  include:  Robert  A.  Go.  Managing  Director,  Health  Care,  Deloitte  &  Touche; 
Helen  Darling,  Manager.  Health  Care  Strategy  and  Programs,  Xerox  Corporation;  Clark  Ken;  Vice  President 
for  Government  Affairs,  Member  of  the  board,  Bank  of  America,  Washington  Business  Group  on  Health. 

Attendance  is  by  invitation  only.  A  limited  number  ol  corporate  sponsorships  are  available.  For  sponsorship 
information,  contact:  William  H.  DeGraff,  Director  of  Sales,  Strategic  Programs,  212.512.6012. 
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COMPUTERS  I 


WHY  GATEWAY  IS  RACING 

TO  ANSWER  ON  THE  FIRST  RING 


The  leader  in  mail-order  PC  sales  faces  impatient  customers — and  the  competition  is  increasing 


i  rr/  f 

WAITT:  EMPHASIZING  NEW  MODELS  WHILE  WOOING  EUROPEAN  AND  CORPORATE  MARKETS 


Gateway  2000  Inc.  is  finding  out 
just  how  personal  the  personal- 
computer  wars  can  he.  Dell 
Computer  Corp.'s  latest  magazine  ad- 
vertisements blare  in  boldface:  "Perfor- 
mance that  blows  the  gates  off  Gate- 
way." Another  Dell  ad  screams:  "The 
gateway  to  the  hottest  PC  technology 
isn't  Gateway."  Dell's  attack  ads  used 
to  be  aimed  only  at  archrival  Compaq 
Computer  Corp.  But  Dell  has  widened 
its  dart  board  since  Gateway  took  the 
lead  in  the  $6.5  billion  U.  S.  mail-order 
PC  business. 

So  how  is  Gateway  2000  handling  the 
attention?  "I  like  other  people  advertis- 
ing our  name,"  chortles  Ted  Waitt,  the 
30-year-old  ponytailed  CEO  of  the  North 
Sioux  City  (S.D.I  direct  marketer  he 
founded  in  1985. 

CROSSROADS.  But  being  an  obvious  tar- 
get for  the  competition  has  its  draw- 
backs. In  addition  to  Dell,  the  onetime 
market  leader,  other  big  computer  mak- 
ers including  IBM  and  Compaq  are  get- 
ting into  direct  marketing.  Waitt  tells 
business  WEEK  that  for  the  first  time 
since  its  founding,  the  privately  held 
company's  sales  fell  from  one  quarter 
to  the  next.  Second-quarter  revenues, 
though  up  47%  over  last  year,  are  down 


13%  from  the  first  quarter,  to  $365  mil- 
lion. The  company  will  soon  issue  a  rev- 
enue statement.  Waitt  says  the  major 
cause  of  the  decline  was  a  backlog  of 
unfilled  orders  from  last  December  that 
inflated  first-quarter  results.  But  he  also 
concedes  that  sales  slowed  in  April  and 
May,  though  they  have 
rebounded  since  then. 
"The  order  rate  right 
now  is  as  strong  as  it 
has  ever  been,"  he  says. 

That  may  be  true, 
but  it  also  may  not  be 
enough.  Gateway  is  at 
a  crossroads  that  has 
tripped  up  many  a  PC 
company  in  the  past.  It 
must  keep  revenues 
growing  like  mad  while 
maintaining  quality  and 
service— and  not  losing 
control  of  costs. 

The  first  part  of  the 
equation  is  simple:  Find 
new  customers  beyond 
the  technically  astute 
individuals  and  small 
businesses  that  have 
bought  from  Gateway 
for  years.  Waitt  is  gear- 
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A  GROWING 
MAIL-ORDER  MARKET.. 


SALES  OF 
IBM-COMPATIBLE  PCs 
THROUGH  DIRECT  MAIL 
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...MEANS  A 
GROWING  GATEWAY 


ANNUAL  REVENUES 
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ing  up  for  an  overseas  expansion 
is  launching  a  new  effort  to  snag 
corporate  buyers. 

Maintaining  profits  as  he  invest 
overseas  subsidiaries  and  new  marke 
programs  in  the  U.  S.  won't  be  as  e 
Competition  in  mail-order  sales  has 
come  far  more  intense  in  the  past  y 
Dell  and  Ambra,  a  new  IBM  direct- 
unit,  are  specifically  targeting  the  t 
nologically  savvy  computer  buyers 
tend  to  purchase  Gateway.  Says 
Martin,  Dell's  vice-president  of  wc 
wide  marketing:  "We  have  notl 
against  Ted  Waitt.  But  we  want  tl 
customers." 

Those  customers  may  be  ripe 
snagging.  Gateway  has  found  it  toug 
find  and  train  technical  and  assen 
workers  quickly  out  in  South  Dak 
and  that  has  led  to  complaints  al 
delayed  deliveries  and  jammed  cust 
er-service  phone  lines.  "If  their  instz 
base  gets  unhappy,  that's  going  to 
them— not  these  competitors,"  says  G 
ory  E.  Herrick,  chairman  of  mail-oi 
competitor  Zeos  International  Ltd 
no-frills  style.  It's  not  like  Gatewt 
in  big  trouble  yet.  Despite  the  sea 
quarter  slowdown,  sales  will  grow  £ 
spectable  54%  this  year,  to  $1.7  bil 
predicts  Alex.  Brow 
Sons  Inc.  But  that'; 
the  76%  rate  in 
And  while  Gatewa 
expected  to  boost  s 
ments  by  50%, 
656,000  PCs  this  y 
Dell's  shipments 
jump  75%,  Comp 
90%,  and  Hew 
Packard's  more  1 
100%,  according 
International 
Corp. 

But  Gateway 
thrive  even  if  gro 
slows,  Waitt  ins 
thanks  to  comfort 
pretax  profit  mar£ 
The  company,  1 
owned  by  Waitt  anc 
brother,  doesn't  rel 
a  full  earnings  st 
ment,  but  Alex.  Br 
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i  The  Interest  Of  Fairness,  Fujitsu  Would  Like  To  Show  You 

Smaller  Cellular  Flip  Phones. 


Drawing  a  blank?  As  the  world's  smallest  that  actually  fits  in  your  pocket.  And  only  the   display  the  caller's  number.  When  you're 

cellular  flip  phone,  the  Fujitsu  PCX™  stands  PCX  has  a  Smart  Pager,  which  automatically   looking  for  the  best  hand-held  phone  on  the 

alone.  In  fact,  the  PCX  is  one  pocket  phone  answers  your  calls,  and  Call  Screening,  to    market,  the  picture  is  pretty  clear. 

1-800-955-9926 


8®6§ei 
oeeeei 

•06660 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


°  S2. 1 95.00 plus  shipping  and  applicable  sales  lax.  00  On  approval  of  credit  and 
subject  to  applicable  state  taw  through  our  con.tumer  financing  plan.  ( Shipping  and 
sales  tax  must  be  paid  before  delivery)  A.P.R.  I  ft.  90°o  S/>  1.22  per  month  lor  months. 
StairMaslcr.   SU«Maaef  and  4000  PTarc  trademarks  of  Slau-Maslcr  Sport..  'Medical 
Products.  Inc.  Corporate  Offices:  12421  Willom  Road  X.E.  Sle.  100.  Kirkland.  V'A  98014 
©  1992  StairMaster  Sports /Medual  Products,  Inc. 


■  Thid  id  the 
original 
StairMadter™ 
4000  PTm. 
The  one  tide? 
in  thoudandd 
of  fitnedd 
and  medical 
fact  lit  led 
worldwide 
id  now 
available 
factory  direct 
for  $2,195* 
or  $65.22** 
per  month. 

EtairMaster 
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The     Big     News     in  Business 


Thinking  Small. 


Enterprise.   Fall  1993 


More  than  ever  before,  small  businesses  are 
emerging  as  the  fastest  growing  segment  of 
the  economy.  And  now,  corporations  of  all  sizes 
are  following  their  lead.  Their  flexibility.  Their 
responsiveness.  Their  entrepreneurial  spirit. 
Our  Fall  Spe  ■   ItfdfeWJit^l    ■    nines  this  new  corporate 

ideal.  An  issue  so  important,  it  will  be  available  on  newsstands  a  full  two 
months  Join  the  enterprising  businesses. 

Contact  John  W.  Patten,  President  and  Publisher  of  Business  Week  212.512.2064 


BusinessWeek 


Beyond  news.  Intelligence. 


>  Copyright  1993  McGraw-Hill.  Inc. 


analyst  Steven  Eskenazi  says  tha 
the  start  of  1993,  the  company  was  e 
ing  9.4%  pretax  vs.  7%  for  Dell, 
margins  dropped  in  the  second  quai 
But  "it's  nothing  we're  overly  concer 
about,"  says  Waitt.  "If  things  wen 
drop  off,  we'd  have  to  go  so  far  d 
before  we're  not  profitable,  you  woul 
believe  it." 

Gateway  can  thank  South  Dakota; 
its  lean  cost  structure.  Taxes  are  g 
and  labor  is  cheap.  Headquarters 
corrugated  metal  building  not  far  f 
the  barn  on  his  parents'  farm  wf 
Waitt  started  the  business.  A  no-f 
corporate  style  has  allowed  Gatewa 
continue  undercutting  the  competit 
despite  PC  price  wars. 

Waitt  hopes  the  same  formula 
work  in  Europe.  Within  the  next  y 
Gateway  plans  to  start  selling  mail-oi 
PCs  in  Britain,  France,  and  Germ 
made  at  a  factory  in  Ireland.  It  will 
stiff  competition,  however,  from 
trenched  U.  S.  vendors  and  natives  s 
as  Germany's  Vobis.  And  because 
computers  and  marketing  progr 
must  be  customized  for  each  coun 
Gateway  may  find  it  difficult  to  \ 
its  costs  as  streamlined  as  they  ar 
the  U.  S. 

color  notebook.  Back  home,  the 
phasis  is  on  new  models  to  drive  ft 
demand.  This  month,  the  company 
roll  out  a  color  notebook  and  a  subn 
book  based  on  Intel  Corp.'s  486  chip 
the  U.  S.,  Waitt  also  wants  to  boost 
to  large  accounts  from  40%  of  sales  i 
A  new  major  accounts  team,  headec 
ex-IBMer  David  Batista,  is  hoping  to 
other  big  wins,  such  as  Ocean  Sp 
Cranberries  Inc.  and  Union  Pacific  C( 
both  of  which  also  buy  IBM  comput 
"Gateway's  so  superior  in  terms  of  q 
ity  and  service,"  says  Johnny  Pert 
UP's  senior  telecom  supervisor. 

Not  all  Gateway  customers  share 
view.  So  the  company  plans  to  doubl< 
technical  support  staff  to  more  than 
by  yearend,  and  it  already  has  hal 
the  time  that  callers  spend  on  hole 
its  service  lines.  But  callers  may 
wait  up  to  six  minutes  to  talk  to  a  t 
nician.  Waitt's  ultimate  goal:  answe: 
every  call  on  the  first  ring.  Gate 
also  has  doubled  to  14  the  technician: 
its  electronic  bulletin-board  service. 

It  will  be  no  small  trick  to  strike 
right  balance  between  suppor 
growth  with  new  markets  and  new  r 
els  without  hiking  costs  inordinat 
"You  have  to  have  great  products  ou 
the  right  time,"  says  Waitt.  "It's  diffi 
to  go  with  one  foot  on  the  gas  and 
other  a  little  bit  on  the  brake."  It  c< 
be  a  bumpy  ride. 

By  Lois  Therrien  in  Chicago,  with 
reau  reports 
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BusinessWeek 

the  Disability  2000 -CEO  Council  of  the  National  Organization  on  Disability, 
Merrill  Lynch  &  Co.,  Inc.  and  Epstein  Becker  &  Green,  Represent 


THE  AMERICANS 

WITH  DISABILITIES  ACT: 
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HOW  TO  SUCCESSFULLY  FIT  THE  ADA  INTO  YOUR 
WORKFORCE  PICTURE 


A  Nationwide  Series  of  Eight  In-Depth  Seminars 


Seminar  Dates 
&  Locations: 


MIAMI 

September  29, 1993 

ATLANTA 

October  1, 1993 

NEW  YORK 

October  6, 1993 

LOS  ANGELES 

October  13, 1993 

DALLAS 

October  15, 1993 

WASHINGTON,  D.C. 

October  19, 1993 

MINNEAPOLIS 

November  3, 1993 

DENVER 

November  5, 1993 


TO  REGISTER: 

Call  (202)  293-5793,  TDD  (202)  293-5968,  fax  (202)  293-7999, 
or  unite  N.O.D./Disability  2000  -  CEO  Council,  910  16th  Street,  NW, 
Suite  600,  Washington,  D.C.  20006 


overnment 


BUREAUCRACY  I 


WHERE  TO  PRUNE 

AND  WHERE  TO  HACK  AWAY 


BUSINESS  week's  agenda  for  bringing  Washington  into  the  20th — never  mind  the  21st — century 


E 


"If  I  ran  my  business  the  way  they  run  the  govern- 
ment, Fd  be  in  Chapter  11  by  the  weekend." 

very  executive  in  the  U.  S.  has  probably  spoken  those 
words— or  some  very  much  like  them.  There's  nothing 
quite  like  the  frustration  of  dealing  with  the  latest  set  of 
incomprehensible  regulations. 

But  complaining  is  easy.  How  do  you  make  a  sprawling  in- 
stitution with  a  $1.5  trillion  budget  and  nearly  3  million  civil- 
ian employees  work  smarter?  If  companies  have  struggled  to 
reinvent  themselves  over  the  past  decade,  no  wonder  the 
task  is  much  rougher  for  the  federal  bureaucracy.  Yet  some- 
thing must  be  done.  And  on  Sept.  7,  the  Clinton  Administra- 
tion will  unveil  its  plans  for  reinventing  government— the  re- 
sult of  a  six-month  review  headed  by  Vice-President  Al  Gore. 

Gore  will  put  some  important  issues  on  the  table.  He'll 
highlight  the  need  for  better  coordination  among  agencies  as 
well  as  improved  procurement  and  management  practices. 
He  will  even  suggest  killing  a  handful  of  obsolete  programs. 
But  Gore's  effort  will  be  only  a  modest  first  step  in  a  process 
that  he  says  may  take  nearly  a  decade  (page  102). 

Done  right,  reinventing  government  will  pay  off  in  better 
delivery  of  services  at  less  cost.  But  saving  money  isn't  the 
Holy  Grail.  The  real  goal  is  restoring  public  confidence.  "It's 
not  just  that  people  feel  overtaxed,"  says  David  Osborne,  a 
consultant  to  Gore  and  co-author  of  Reinventing  Government, 
a  best-seller  in  Washington,  D.  C,  last  year.  "They  feel  the  fed- 
eral government  just  doesn't  work.  Our  goal  is  to  create  a 
government  that's  more  effective  and  efficient." 

How  to  do  that?  After  interviewing  management  experts  in- 
side and  outside  government,  as  well  as  career  bureaucrats 
and  political  appointees,  business  week  has  a  few  suggestions. 

TRY  NEW  Before  tinkering  with  manage- 

4 NEW  FEDERALISM'  ment,  Gore  and  Clinton  ought 
to  think  long  and  hard  about  what  the  central 
government  should  do  and  what  it  shouldn't. 

After  all,  the  idea  is  not  to  find  the  best  way  to 
make  buggy  whips.  Gore's  proposal  should  do  more  than 
merge  a  handful  of  small  programs.  Whole  agencies,  such  as 
the  Energy  Dept.,  should  be  shuttered.  The  Environmental 
Protection  Agency  could  take  over  Energy's  primary  function: 
cleaning  up  the  mess  left  by  the  nuclear-weapons  program. 
The  Federal  Maritime  Commission  and  the  Interstate  Com- 
merce Commission  can  go,  too.  The  Government  Printing  Of- 
fice's monopoly  should  be  broken  and  its  work  opened  to  pri- 
vate competition  to  assure  that  Uncle  Sam  gets  the  best 
price.  Air-traffic  control  would  also  be  better  in  private  hands. 

Still  other  jobs  are  better  done  by  cities  and  states.  Shift- 
ing responsibility  and  funding  to  them  would  cut  a  layer  of  bu- 
reaucracy and  bring  the  programs  closer  to  those  most  affect- 
ed. In  1992,  economist  Alice  M.  Rivlin  (now  deputy  director  of 
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the  Office  of  Management  &  Budget)  suggested  that  the  3 
hand  off  a  broad  range  of  tasks,  such  as  social  services,  tn 
portation,  and  education.  Schooling  has  not  improved  sincd 
Education  Dept.  was  created  in  1979;  it  wouldn't  be  mis) 

END  TURF  The  President  needs  to  halt  the  nes 
BATTLES     ending  squabbles  among  federal  a£ 
cies.  When  several  departments  have  similar 
sions,  the  work  should  be  consolidated  into  or 

Consider  job  training.  Today,  125  federal  off! 

fund  programs  for  everyone  from  veterans  to  poor  kid'j 
should  take  only  one  office— and  one  set  of  rules.  Byzarl 
oversight  of  U.  S.  banks  and  brokerages  has  left  them ! 
time  warp,  regulated  as  if  it  were  the  1930s.  It  may 
made  sense  then  to  divide  the  regulation  of  banks,  thrifts,! 
brokerages,  but  not  now.  Similarly,  the  dozens  of  statisf 
agencies  throughout  government  have  lost  track  of  ' 
happening  in  the  U.  S.  economy.  One  agency  would  be  be 


The  goals: 
Better  services 
at  less  cost-and 
renewed  public 
confidence 


/ 


I !  reinventors  should  also  attack  redundancy  within  agen- 
■  Phe  Agriculture  Dept.,  for  instance,  operates  more  than 
I  field  offices— some  in  such  unlikely  places  as  New  York 
J  That  makes  Congress  and  real  estate  developers  happy, 
I  costs  taxpayers  a  bundle. 

j  RM  The  government  should  pur- 

( ING  PRACTICES  chase  goods  based  on  price 

quality,  not  on  political  or  social  considera- 

.  And  it  needs  to  assure  that  managers  get 

;quipment  they  need  when  they  need  it. 
;  government  does  nearly  everything  wrong  when  it 
supplies.  It  pays  too  much,  partly  because  of  a  raft  of 
r  detailed  specifications.  By  now,  everyone  knows  about 
entagon's  $600  hammers.  Gore  has  his  own  favorite 
a  simple  glass  ashtray— or,  as  the  12-page  procurement 
lents  call  it,  an  "ash  receiver,  tobacco  (desk  type)." 
business,  buyers  purchase  the  highest-quality  goods  at 
est  price.  Government  purchasers,  though,  must  con- 
such  social  goals  as  supporting  minority-owned  or  small 
;sses.  The  cost  of  administering  those  rules  is  simply  too 
;  government  should  merely  give  those  companies  a 
e  to  compete. 

make  matters  worse,  Washington  has  created  a  caste  of 
i  procurement  staffers,  assumed  they  are  corrupt,  and  in- 
d  a  maze  of  rules  to  keep  them  honest.  This  probably 
more  than  the  theft— which  the  rules  don't  stop  anyway, 
ltralized  decision-making  blocks  line  managers  from  do- 
leir  own  buying  and  encourages  a  "use  it  or  lose  it" 
dity.  An  office  may  desperately  need  computers  but 
20,000  for  unwanted  chairs.  Managers  may  as  well  buy 
lairs,  since  there's  no  way  to  use  the  funds  for  PCs. 
•e  seems  to  be  zeroing  in  on  the  solution:  Give  managers 
ility  to  make  their  own  purchasing  decisions.  A  big  rea- 
le  government  has  fallen  behind  in  the  use  of  information 


technology  is  that  line  managers  who  know  what's  needed  are 
out  of  the  decision-making  loop.  "We  have  lousy  computers," 
says  Elaine  Kamarck,  a  top  adviser  to  Gore,  "and  it's  clearly 
related  to  a  procurement  system  that  hasn't  kept  up  with  the 
times.  We  ought  to  have  managers  do  their  own  buying." 

OVERHAUL  Sharply  reduce  the  number  of 
MANAGEMENT  managers  and  tie  pay  to  perfor- 
mance. As  bad  as  the  procurement  system  is,  it 
doesn't  hold  a  candle  to  the  government's  staff 
troubles. 

Day-to-day  life  in  the  bureaucracy  can  be  dismal:  a  mind- 
numbing  hiring  process,  overcrowded  conditions  without  basic 
equipment,  and  often  inadequate  pay.  The  biggest  problem: 
the  pay-and-promotion  system.  "The  game  is  rigged  to  discour- 
age people  from  taking  chances,"  complains  Donald  F.  Kettl,  a 
political  science  professor  at  the  University  of  Wisconsin. 

Because  staffers  don't  trust  supervisors,  they  cling  to  a  rig- 
id, half-century-old  pay  system  that  classifies  most  federal 
employees  into  150  "grades"  and  "steps."  Compare  that  with 
General  Electric  Co.,  which  has  slashed  its  29  steps  down  to  6. 
Government  raises  and  promotions  come  mindlessly,  on  a 
fixed  schedule.  It  is  virtually  impossible  to  fire  the  worst 
employees  or  reward  the  best. 

The  National  Academy  of  Public  Administration,  in  a  1991 
report,  recommends  replacing  the  current  scheme  with  a  sim- 
ple, flexible  alternative  based  on  three  career  levels:  entry, 
journeyman,  and  expert.  Within  those  categories,  managers 
could  be  given  authority  to  reward  performance.  "We  are 
talking  about  a  fundamental  rethinking  of  the  civil-service 
system,"  says  NAPA  President  R.  Scott  Fosler. 

The  existing  system  also  spawns  management  inflation. 
Staffers  can  be  rewarded  only  by  being  promoted  to  supervi- 
sory jobs.  As  a  result,  the  bureaucracy  is  choking  on  manag- 
ers—on average,  one  for  every  five  or  six  staffers.  In  the  pri- 
vate sector,  the  ratio  is  something  like  1  to  15. 

In  1989,  ex-Federal  Reserve  Board  Chairman  Paul  A.  Volck- 
er  recommended  cutting  by  one  third  the  3,000  political  ap- 
pointees sprinkled  throughout  the  executive  branch.  The  same 
should  be  done  for  the  government's  400,000  career  managers. 

STOP  MICRO-  Managers  must  have  more  flexibil- 

MANAGEMENT  ity.  That  means  a  radical  change  in 

the  culture  of  distrust  that  permeates  Washington. 

Today,  a  bureaucrat's  every  move  is  subject  to 

second-guessing  by  cadres  of  overseers:  multiple 
congressional  subcommittees,  the  General  Accounting  Office, 
the  OMB,  and  inspectors  general.  There's  nothing  wrong  with 
keeping  an  eye  on  the  taxpayers'  money.  But  the  focus  should 
be  on  results,  not  process.  Making  bureaucrats  jump  through 
hoops  may  satisfy  congressional  egos,  but  it's  bad  government. 

One  remedy:  Get  the  OMB  out  of  the  regulation-writing 
business.  And  have  Congress  pare  back  the  dozens  of  subcom- 
mittees that  both  create  the  bureaucratic  maze  and  then 
muck  around  in  its  daily  operations.  It's  no  wonder  that  the 
tiny  Federal  Emergency  Management  Agency  is  a  favorite 
whipping  boy  in  Washington— it  reports  to  no  fewer  than  23 
subcommittees.  Says  Stanford  University  political  scientist 
Terry  Moe:  "Congress  doesn't  trust  anybody.  They  don't  want 
agencies  to  have  discretion.  So  you  get  a  ton  of  rules  and  a 
bunch  of  bureaucrats  to  oversee  them." 

In  the  end,  of  course,  government  can't  be  run  exactly 
like  a  business.  The  bottom  line  won't  ever  be  the  driving 
force.  Yet  Uncle  Sam  can  learn  a  lot  from  Corporate  America. 
The  payoff  would  be  the  same— higher-quality  services  at 
lower  cost.  There  may  even  be  an  additional  dividend:  resto- 
ration of  the  taxpayers'  faith  in  government. 

By  Howard  Gleckman  in  Washington 
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YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THE  WORLD 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 
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we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  cou 
and  locations  around  the  worla 
connection  so  clear  you  could ) 
a. .  .well, you  know. 

But  alas,  man  does  not  live  b 
nology  alone.  So  it's  nice  to  knor. 


intern 


I  inications  company  you  can 
I  communicate  with.  At  Sprint, 
I  more  value  on  helping  people 
I  -ward,  than  getting  them 
I  at  means  delivering  the  future, 
■  an  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Be  there  now 

1-800-PIN -DROP 


Sprint 


iovernment 


MANAGEMENT  I 


Ai  GORE:  WHAT 
CAN  TEACH  THE 


BUSINESS 
FEDS 


He  vows  "to  bring  competition  to  bear  in  government" 


Vice-President  Al  Gore  is  heading  the 
Clinton  Administration's  National  Per- 
formance Review  — an  effort  aimed  at 
making  government  work  better.  Gore  and 
a  200-member  staff  spent  six  months  sur- 
veying the  massive  bureaucracy.  He  re- 
cently discussed  his  ideas  with  BUSINESS 
WEEK  Economics  Correspondent  Howard 
Gleckman  and  White  House  Correspon- 
dent Susan  B.  Garland. 

Q  Why  should  business  care  about  rein- 
venting government? 


Just  10  to  15  years  ago,  American  au- 
tomobile companies  were  lost.  If  they 
can  make  the  transition,  the  govern- 
ment can,  too.  One  reason  they  made 
the  transition  was  competition.  And  we 
want  to  bring  competition  to  bear  in 
government.  Internal  and  external  com- 
petition drives  the  system  toward 
change. 

Q  Give  us  a  for  instance. 


'W; 


V  V  reviewed 
all  500  [previous 
efforts].  We 
haven't  fo 
any  that 
have  taken 
our  approach" 


A  When  government 
doesn't  work,  the  whole 
country  suffers.  When 
government  makes  mis- 
takes constantly  and 
wastes  money  persistent- 
ly, business— and  every 
institution  in  society— is 
hurt.  In  the  increasing- 
ly competitive  global 
marketplace,  a  govern- 
ment that  works  is 
an  essential  ally  for 
business. 

Our  national  govern- 
ment has  to  make  the 
same  kind  of  transition 
that  many  U.  S.  busi- 
nesses made  as  they  re- 
alized that  their  old  form 
of  organization  was  no 
longer  adequate. 


Q  Can  you  really  adapt  business- 
management  techniques  to  government'! 

A  There  are  some  things  that  are 
unique  about  government.  On  the  other 
hand,  there  are  many  lessons  learned 
from  private  business  that  are  quite  ap- 
propriate and  adaptable  to  government. 
Insights  that  involve  the  way  men  and 
women  work  in  teams  are  relevant  in 
government  just  as  in  business. 

One  reason  that  government  doesn't 
work  is  that  it  is  still  applying  principles 
learned  from  business  in  an  earlier  era. 
Th"  Taylorism  [which  divided  work  into 
small,  easily  supervised  tasks]  that  was 
successful  in  companies  60  years  ago  is 
no  longer  successful  in  business,  but  it's 
still  being  used  in  government. 


A  The  air-combat  command  creates  com- 
petition in  all  of  its  jet-fighter  squad- 
rons. They  set  up  benchmarks  of  perfor- 
mance, and  all  of  the  squadrons  compete 
against  that  standard.  Each  unit  com- 
petes fiercely,  knowing  that  it  is  going  to 
get  feedback  and  understand  where  it 
stands  against  the  benchmark. 

Q  What  are  you  going  to  do  about  the 
turf  consciousness  of  the  departments? 

A  The  traditional  way  of  addressing  that 
problem  has  been  to  move  the  boxes 
around  on  the  organizational  chart. 
While  we're  doing  that  a  little  bit,  we've 
tried  to  avoid  it  because  the  transac- 
tion costs— political  as  well  as  financial- 
are  often  so  high  that  they  exceed  the 
benefits. 

Can  I  use  my  jargon?  We  talk  among 


ourselves  about  how  to  create  vir 
departments  that  are  organized  ac 
boundary  lines.  We're  going  to  be 
ting  some  deadlines  for  the  solutio 
interagency  conflicts.  We  are  croS 
the  boundaries  technologically  with 
vices  as  simple  as  electronic-mail 
works  connecting  one  part  of  an  ag 
to  one  part  of  another  agency.  T 
are  lots  of  solutions. 

Q  Do  you  plan  to  eliminate  agenci 
shift  authority  to  the  states? 

A  We're  going  to  recommend  the  ( 
nation  of  several  entities  and  a  si| 
cant  number  of  programs.  In  some 
es,  we  are  recommending  shifting 
grams  to  the  states  as  well. 

Q  Why  do  you  expect  that  your  < 
will  succeed  when  others  have  failec 

A  We've  reviewed  all  500  of  the  p 
ous  ones.  We  ha 
found  any  that  hav< 
en  our  approach.  \ 
relying  primarily  or 
eral  employees  a 
source  of  ideas. 

When  a  busines 
son  is  asked  to  re 
nize  the  federal  go 
ment,  the  impul 
man  the  barricades 
great  that  nothing 
gets  done.  [This  t 
every  member  ol 
Cabinet  is  ready 
as  the  President 
Recommendations 
in  the  control  of  th 
ecutive  branch  wi 
carried  out. 


Q  How  do  you  c/fc; 

the  culture  of  somt 


as  big  as  government? 

A  That  is  the  biggest  job  we  ha 
tackle,  and  it's  not  going  to  change 
night.  Most  private  companies  tht 
to  reinvent  themselves  report  tl 
takes  six  to  eight  years,  on  averag 
the  changes  we  want  to  see  in  the 
al  government  could  take  8  to  10 


Q  How  much  of  this 
cut  the  deficit? 


■effort  i'i  destg 


A  We  will  have  significant  savin 
you  reinvent  in  the  right  way 
going  to  save  significant  sums.  If  c 
spending  is  all  you're  interests 
you're  going  to  make  mistakes,  an! 
won't  get  a  transformed  system 
eminent.  If  you  take  a  meat  ax,  s 
will  do  is  create  tremendous  angi: 
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A  promise  not  to  tell  who  really  picked  out  the  prom  corsagfe. 


romise  to  keep  the  dreaded  Aunt  kdna  from  checking*  in  when  I'm  away  on  husiness. 


A  promise  to  make  thing's  easier  for  you  than  they  were  f< 


jre  tor  me. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  wav  all  the  families  and  businesses  that  relv  on  us  can  keep  tbeirs. 

aw   

MassMutual" 
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Travel 


FRILL-SEEKING 
IN  THE  CLOUDS 


a  the 
iter 
0> 


s ' 


calle 

on  discounted  coach  tkfafn 


ew   York  marketing 
consultant  Janet  Star 
is  a  fanatic  when  it 
comes  to  amassing  frequent- 
flier  miles.  Most  of  her  pur- 
chases go  on  an  airline-con- 
nected charge  card  that  earns 
her  flier  credits.  She  takes 
inconvenient  connecting 
flights     to     boost  her 
mileage.  She  has  even  set 
her  parents  up  with  a 
Visa  card  that  builds 
miles  in  her  Continen- 
tal Aii-lines  account.  "If 
there's  a  mile,"  says 
Stark,  "I  want  it." 

More  than  a  decade 
after  American  Airlines 
launched  the  frequent- 
flier  concept,  mileage 
hounds  such  as  Stark 
are  finding  new  ways  to 
nab  free  travel.  True,  the 
triple  mileage  free-for-alls 
of  the  1980s  are  history. 
So  the  battle  for  today's 
mile-hungry  traveler  has 
become  more  subtle, 
fought  with  first-class  up- 
grades, exotic  destinations, 
richer  partner  bonuses, 
and  short-term  promotions. 
"Frequent-flier  programs 
are  the  easiest  way  for  air- 
lines to  compete,  particu- 
larly for  the  guy  who  trav- 
els 10  to  12  times  a  year," 
says  John  Holland,  publisher 
of  The  Business  Flyer. 
RAIN  CHECK.  That's  apparent 
in  the  growth  of  programs  for 
business  travelers,  who  pay 
higher,  last-minute  fares.  Most 
airlines  now  assign  their  best 
customers  (usually  those  fly- 
ing more  than  25, 000  to 
.'50.000  miles  per  year  on  one 
carrier)  to  premium  member- 
ships, which  include  reserva- 
tion hotlines,  early  boarding, 
extra  bonus  mileage,  and  lib- 
eral upgrade  privileges. 

Continental  and  Northwest 
Airlines,  for  example,  auto- 
matically upgrade  any  full- 


fare-paying  member  to  first 
class  on  certain  domestic 
routes.  And  Northwest  gives 
double  mileage  if  no  more 
first-class  seats  are  available. 

The  rewards  are  fatter  for 
high-fare  foreign  travel.  This 
summer,  rsAir  gave  double 
mileage  for  all  business-class 
travelers  on  both  its  own 
transatlantic  flights  and  those 
of  partner  British  Airways. 
Trans  World  Airlines  is  up- 
grading full-fare  coach  mem- 
bers of  its  Frequent  Flight 


Bonus  Program  to  business 
class  on  transatlantic  flights 
through  Sept.  30  and  on 
Philippine  Airlines'  transpa- 
cific journeys,  until  Mar.  31. 

Bui  choose  your  carrier 
carefully  if  you  plan  interna- 
tional travel  at  a  discounted 
fare.  You're  usually  guaran- 
teed your  miles  if  you  fly  the 
U.  S.  carrier  that  runs  the 
program.  But  there  are  some 
international  carriers— includ- 
ing American's  Asian  part- 
ners—that won't  give  mileage 
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Luckily,  the  growing 
reach  of  U.  S.  carriers  is 
ing  their  flier  program 
dependent  on  foreign 
ners'  whims.  This 
British  Airways'  purch 
21%  of  USAir  resulted 
dramatic  increase  in  th 
mestic  carrier's  mileage 
ing  reach  outside  the  U. 
Sept.  15,  BA  will  add  90 
nations  to  USAir's  award 
map,  including  such  exo 
cales  as  Dar  es  Salaan 
Mauritius. 

Northwest  and  its 
owner,  KLM  Royal 
Airlines,  have  essen 
merged  Northwest's 
Perks  and  klm's 
Dutchman  programs 
low  both  mileage 
and  award  travel  on 
carrier  anywhere 
flies.  Better  yet, 
west/KLM  has  liber 
quirements  for  Eur< 
awards— 60,000  miles 
two  coach  round  trips  t 
ropean  cities  on  either  ci 
Closer  to  home,  one 
hottest  frequent-flier  ch 
has  been  the  explosii 
bonuses  for  regional  s" 
services,  which  lately  ha' 
come  battlegrounds  for 
low  fares  and  bonus 
Take  the  heavily 
eled  California 
dor.   This  sur 
United  Airlines 
1,000  miles  for  i 


r»er 
l  fas 

carrif 
n 
Kp; 
li  r< 


in 
i 


Th( 


an,  u 


on  its  every-half-hour  s 
tie  between  San  Franci: 
and  Los  Angeles— plus  a 
other  1,000  miles  for  e\ 
same-day  round  trip.  S 
deals  can  periodical! 
found  in  other  shuttle 
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such  as  Boston-New 
/ashington  and  uSAir's 
i  Shuttle. 

n  the  small  fry  have 

the  mileage  bug.  Alas- 
ed  MarkAir  has  a  two- 
Id  frequent-flier  pro- 

And  in  June,  tiny 
,  Air,  a  Salt  Lake  City- 
carrier  that  serves  only 
ss  in  the  West,  launched 

called  Free-Quent.  It 
5  a  free  companion  tick- 
;r  5  round  trips  and  a 
alone  ticket  after  10. 
le  more  way  we  reward 

for  choosing  us,"  says 
me  Morris. 

system.  For  most  pas- 
's, smaller  programs 
wo  big  negatives:  a  lack 
tners  to  help  in  earn- 
tra  mileage  and  a  limit- 
mber  of  destinations, 
yay  around  this  is  to 
\  a  small  carrier  that 
i  miles  to  a  major  pro- 
Commuter  airlines  such 
nair,  a  Delta  Air  Lines 
',  have  done  this  for 

But  lately,  some  small 
mdents  have  paid  to 
irger  programs.  Reno 
a  fast-growing  West 

carrier,  became  a  full 
antage  participant  in 
'WA  passengers  can  also 
to  receive  American 
-good  news  for  cost-con- 
mile  mongers,  since 
ffers  more  leg  room  and 
underprices  American 
)mpeting  routes.  Al- 
ii AAdvantage  partner 
r,  which  flew  between 
on  and  New  York,  was 
ied  this  summer,  its  fre- 
-flier  miles  can  still 
deemed  on  American, 
jr  is  dead,  but  its  miles 
l,"  says  Randy  Petersen, 

of  Inside  Flyer. 

not  just  airlines  that 
)ffering  new  mileage 
3s.  The  Marriott  Miles 
am  gives  500  or  1,000 

in  the  programs  of 
ican,  usAir,  Northwest, 
British  Airways,  and 
lental  for  each  Marriott 
stay.  After  five  stays, 
rows  in  an  additional 
•5,000-mile  bonus.  But 
ott  Miles  members  don't 


get  credits  in  Marriott's  own 
hotel-award  program. 

In  late  August,  Holiday 
Inn's  Priority  Club  began  a 
similar  link  with  Delta,  North- 
west, and  United.  Priority 
Club  will  now  credit  2.5  air- 
line miles  for  every  dollar 
spent  on  corporate-rate  rooms 
at  any  of  1,700  hotels  in  56 
countries.  Guests  paying  any 
rates  can  have  one  mile  for 
each  dollar  spent  applied  to 
their  Priority  Club  account, 
which  can  later  be  transferred 
to  an  airline  program  or  used 


for  Holiday  Inn  awards.  And 
beginning  Sept.  1,  the  re- 
vamped Sheraton  Club  Inter- 
national lets  guests  accrue 
ClubMiles  based  on  the 
amount  they  spend  at  the  ho- 
tel. ClubMiles  can  be  trans- 
ferred to  the  flier  programs 
of  American,  United,  or  Thai 
Airways  International  or  to 
Sheraton's  own  lodging-award 
program. 

While  the  new  hotel 
mileage  options  will  allow 
many  travelers  to  boost  their 
airline  accounts  without  leav- 


A  GUIDE  TO 
FREQUENT-FLIER  PROGRAMS 


AMERICAN  AADVANTAGE  800  882-8880 


Has  an  extensive  U.S.  route  map  and  a  fat  roster  of  partners  to 
help  boost  mileage.  Although  a  major  carrier  to  Europe  and  Latin 
America,  American  is  an  also-ran  in  transpacific  travel.  Members 
can  earn  AAdvantage  miles  on  TWA. 


CONTINENTAL  ONEPASS  713  952-1630 


Continental's  discounted  mileage  awards  (35,000  miles  for  two 
domestic  tickets)  are  good  deals.  On  most  routes,  it  upgrades 
members  paying  full-fare  coach  to  first  class.  But  booking  award 
travel  to  popular  places  such  as  Puerto  Vallarta  can  be  tough. 


DELTA  FREQUENT  FLYER  800  323-2323 


Delta's  1,000-mile  minimum  flight  credit  accelerates  mileage 
accumulation  for  short-haul  fliers.  And  the  big  European  route 
map  it  inherited  from  Pan  Am  brings  plenty  of  foreign  award 
possibilities.  But  Delta  requires  you  to  fly  more  trips  to  earn 
European  award  travel  than  many  carriers. 


NORTHWEST  WORLDPERKS  800  435-9696 


Northwest  gives  a  minimum  of  750  miles  per  flight,  but  requires 
only  20,000  miles  for  a  free  U.S.  ticket.  It  also  upgrades  full-fare 
coach  customers  to  first  class  on  many  domestic  routes  requiring 
a  plane  change.  It  accepts  KLM  mileage. 


SOUTHWEST  COMPANY  CLUB  800  445-5764 


Not  for  infrequent  fliers:  You  must  log  16  one-way  flights  in  a  12- 
month  period  to  win  a  freebie.  And  with  only  36  cities  served  and 
no  partner  carriers,  Southwest  offers  limited  destinations. 


TWA  FREQUENT  FLIGHT  BONUS  800  325-4815 


TWA  is  revamping  its  program  on  Oct.  1  to  lower  mileage  levels 
for  elite  members,  introduce  a  mileage-earning  credit  card,  and 
add  new  car-rental  and  hotel  partners.  Its  limited  domestic  system 
is  a  negative  for  fliers  in  many  secondary  U.S.  cities. 


UNITED  MILEAGE  PLUS  800  421-4655 


The  only  U.S.  carrier  with  a  bargain  100,000-mile  round-the- 
world  award  ticket.  United's  crown  as  the  No.l  carrier  to  Hawaii 
assures  plenty  of  seats  there,  and  its  extensive  Asian  service 
makes  it  a  natural  for  mile-churning  Pacific  business  travelers. 


USAIR  FREQUENT  TRAVELER  800  872-4738 


Thanks  to  its  recent  affiliation  with  British  Airways,  members  can 
earn  mileage  on  BA  flights  anywhere  in  the  world.  But  USAir  itself 

has  limited  service  outside  the 
Eastern  and  Western  U.S. 

DATA:  BUSINESS  WEEK 


ing  the  ground,  they  don't  al- 
ways work  in  your  favor— es- 
pecially if  you  log  short  stays 
at  discounted  rates.  For  ex- 
ample, under  Sheraton's  old 
airline-mileage  scheme,  guests 
paying  business  rates  received 
a  flat  500  United  miles  per 
visit.  But  with  ClubMiles,  you 
earn  fewer  airline  miles  if 
your  hotel  bill  totals  less  than 
$250  ($167  for  Gold  level 
members). 

Although  mileage  bonuses 
from  rental-car  partners  are 
often  overlooked  by  airline- 
club  members,  they  offer 
some  of  the  best  deals.  These 
are  almost  always  short-term 
promotions.  Currently,  Unit- 
ed is  offering  2,500  bonus 
miles  to  Mileage  Plus  mem- 
bers who  rent  three  times 
from  National  Car  Rental  in 
conjunction  with  a  United 
flight  from  Aug.  15  to  Dec. 
15.  American  promises  a 
triple  mileage  bonus  July  1  to 
Dec.  31  for  AAdvantage  mem- 
bers who  log  at  least  two 
more  Hertz  or  Avis  rentals 
than  they  did  during  that  pe- 
riod in  1992. 

long  view.  In  fact,  flier  pro- 
grams increasingly  are  look- 
ing for  mileage-boosting  op- 
portunities that  don't  require 
travel.  Every  major  U.  S.  air- 
line offers  a  mileage-accruing 
credit  card.  Bonus  mileage  is 
routinely  given  for  everything 
from  magazine  subscriptions 
to  monogrammed  shirts.  In 
July,  Northwest  sharply  ex- 
panded Dining  for  Miles, 
which  credits  two  World 
Perks  miles  for  every  dollar 
spent  at  126  restaurants  in  16 
cities.  (Use  your  World  Perks 
Visa  and  you'll  get  three 
miles  per  dollar.) 

Why  this  endless  search  for 
new  mileage  lures?  Nabbing 
flier-program  members  usual- 
ly means  cementing  their 
business  for  years  to  come. 
Just  ask  Patty  Jones,  who  is 
an  account  manager  for 
the  cable-television  network 
Showtime  and  an  elite  Priori- 
ty Gold  member  of  USAir's  fli- 
er plan.  "USAir  isn't  such  a 
great  airline  other  than  its 
frequent-flier  program,"  says 
Jones.  "But  I  have  a  lot  of 
points  invested  in  it,  so  I'm 
hooked."  That's  music  to  any 
airline's  ears.  Jim  Ellis 
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Finances 


TAMING  THE 
COSTS  OF  YOUR 
CREDIT  CARDS 


R 


ather  than  being  a 
spectator  in  the  cred- 
it-card price  war,  why 
not  call  your  issuers  and  ask 
them  what  they've  done  for 
you  lately?  Despite  the  trend 
for  card  companies  to  cut  in- 
terest rates  and  offer  no-fee 
cards,  many  consumers  are 
paying  annual  fees  of  $20  or 
more  and  rates  on  outstand- 
ing balances  of  nearly  20%. 
But  some  fed-up  cardholders 
have  learned  a  little  secret: 
If  they  complain  loudly  or 
threaten  to  cancel  their  cards, 
they  can  exact  better  terms 
on  the  plastic  they  now  carry. 

Barbara  Shinn,  a  retiree 
living  in  Indialantic,  Fla.,  has 
had  great  success  with  this 
type  of  strategy.  After  a  local 
bank  waved  a  no-fee  card 
at  her,  she  called  Chemical 


Bank  to  can- 
cel her  Visa 
Gold  card. 
S  u  r  p rise  — 
Chemical  vol- 
unteered to 
cancel  the  $40 
fee.  Embold- 
ened, Shinn 
decided  to 
tackle  Ameri- 
can Express.  "I 
said,  'I'm  look- 
ing at  this  $75 
fee  on  my  Cold 
Card  and  I 
don't  want  to 
pay  it.  I'd  like 
to  close  my  ac- 
count,' "  Shinn  re 
calls.  Amex  slashed  the 
rate  to  $35,  but  she  had  to 
forfeit  her  yearend  statement. 
WHAT  COUNTS.  Issuers  have 
little  choice  if  they  want  to 
retain  accounts.  The  average 
rate  hovers  near  16.5%,  but 
some  cards  charge  as  low  as 
6.9%,  depending  on  how  they 
calculate  interest.  "We  do  it," 
says  John  Ward  III,  senior 
vice-president  and  head  of 
the  credit-card  division  at 
Chase  Manhattan,  when  asked 


about  his 
bank's  willing- 
ness to  negotiate  terms.  Says 
Spencer  Nilson,  publisher  of 
The  Nilson  Report,  a  newslet- 
ter that  tracks  interest  rates: 
"All  the  major  banks  do  it. 
But  it  depends  on  who's  call- 
ing." Cardholders  who  pay 
their  bills  on  time  and  charge 
frequently  have  the  best 
chance  of  success. 

Citibank,  the  nation's  larg- 
est credit-card  issuer,  claims 


)   have  automatically 
rates  on  nearly  80% 
7  billion  cards  since 
1,  1992.  But  Marl 
Director  Ruvan 
*    admits  that 
i   deserving  acc 
slipped  throug 
net.  Creditw 
customers  wh 
for  a  kinder 
can  get  it  o 
spot  thanks  t< 
ware  that 
Citibank  reps 
an  account  in 
ly.  The  new-pui 
rate  could  drop  fr 
high  as  19.8%  to  15.4%  c 
ular  cards. 

Bargain  hunters  ma 
get  everything  they're 
"If  your  balance  is 
$5,000,  going  for  the 
interest  rate  and  payi 
annual  fee  is  probably 
best  bet,"  says  Gerri  D 
er,  executive  direct 
Bankcard  Holders  of  Ai 
in  Hemdon,  Va.  Still,  th 
lesson  to  be  learned:  W 
bank  wants  business 
enough,  the  customer 
have  clout.      Louise  A 


If  you're  one  of  the  four  out 
of  five  homeowners  who 
have  not  refinanced  their 
mortgages  as  interest  rates 
hit  their  lowest  point  in  25 
years,  consider  this:  You  can 
reduce  your  rate  on  a  30- 
year  fixed  loan  to  71/j%  or 
less  without  spending  an  ex- 
tra dime  up  front  by  choos- 
ing the  increasingly  popular 
"no-cost"  refinancing  plan  of- 
fered by  most  lenders.  "It's  a 
no-brainer,"  says  Stephen 
Moore,  district  vice-president 
at  Weyerhaeuser  Mortgage. 

Of  course,  no  cost  doesn't 
mean  for  free.  The  lender 
just  builds  fees  into  a  higher 
rate.  But  if  your  mortgage  is 
above  8%  and  you  can  get  a 
T/°/o  rate  with  no  clos- 
ing costs  or  points  (1 
point  equals  1%  of  the 
loan  amount),  you  will 
still  save  on  your 
monthly  payments— 
though  not  as  much  as 
if  you  took  a  6k5%  loan 
and  paid  fees,  (table) 

Anyone  who  is  short 
on  cash  or  just  doesn't 


Smart  Money 

REFINANCING  THAT  WON'T 
TOUCH  THE  WALLET 


want  to  dip  into  savings 
should  consider  this  option. 
The  general  rule  is  you 
should  refinance  if  you  can 
get  1%  to  2%  lower  than 
your  current  rate  and  plan 
to  stay  in  your  house  at  least 
two  years  to  amortize  the 
closing  costs.  With  a  no-cost 
loan,  you  have  to  consider 
when  the  extra  interest  will 
start  costing  you  more  than 
whatever  the  payment  would 


OPTIONS  FOR  A  $200,000  LOAN 


Mortgage 
plan 

30-yeor 
rate 

Monthly 
payment 

Paid  after 
30  years 

NO  COST 

73/»% 

$1,381 

$497,277 

FULL  COST* 

65/8 

1,281 

467,017 

ZERO  POINT* 

6% 

1,314 

474,987 

•$4,000  (2  points)  plus  52,000  in  (losing  costs 
"52,000  in  closing  costs 

DATA  COUNTRYWIDE  FUNDING  CORP ,  BUSINESS  WEEK 


have  been  if  you  had  sprung 
for  the  up-front  expenses.  Do 
your  figuring  on  an  aftertax 
basis,  since  you  will  be  get- 
ting smaller  interest  deduc- 
tions after  the  refinancing. 
"If  you  are  absolutely  sure 
you  will  be  in  the  home  for 
the  next  10  years  or  the  next 
30  years,  it  is  probably  bet- 
ter to  pay  closing  costs  and 
go  for  lower  interest  rates," 
says  Jerry  Baker,  managing 
director  of  Countrywide 
Funding. 

equity  booster.  There 
is  another  way  to  refi- 
nance with  no  out-of- 
pocket  costs  and  still 
get  the  lowest  rates 
available:  Just  add  any 
points  and  closing  costs 
to  the  loan  amount. 
Lenders  also  offer  "zero 


point"  mortgages,  wher 
borrower  gets  a  lower 
than  on  the  no-cost  loar 
pays  closing  costs. 

Some  homeowners 
mortgages  smaller 
$100,000  don't  qualify  f( 
cost  plans  because  the  r 
rate  won't  generate  ei 
additional  interest  to 
closing  costs.  But  this 
of  mortgage  can  be  a 
send  for  people  who 
have  enough  equity  in 
house   to  refinance, 
Robert   Van  Order, 
economist  at  Federal 
Loan  Mortgage  Corp. 
can  use  savings  to  inc 
equity  to  the  10%  to  2 
principal  required  by  le 
without  worrying  about 
ing  over  fees. 

But  even  people  witl 
reserves  often  prefer  n 
refinancing.  Says  Paul 
mann,  vice-president  o 
Associates,  a  Butler 
publisher  of  mortgag 
formation:  "It's  a  handv 
option  any  way  you 
at  it."  Amey 
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"When  I  wanted  to  expand 
into  foreign  markets,  I  needed  a  bank 
that  spoke  the  language." 

Todd  Figi,  President 
Figi  Graphics 


"I  wanted  my  own  business  so  badly  I 
started  out  selling  candles  from  a  van. 

Over  the  next  several  years,  my  company 
increased  distribution,  diversified  into 
wall  art  and  expanded  throughout  the  U.S. 
But  we  knew  that  our  real  growth  would 
come  from  the  international  market.  So  we 
needed  a  bank  that  could  not  only  take  care 
of  us  here  at  home,  but  overseas  as  well. 

That's  why  we  switched  to  Bank  of  America. 

They  provided  us  with  the  letters  of  credit 
we  needed  to  begin  importing  from  around 
the  world.  And  international  banking  services 


that  let  my  company  manufacture  products 
in  Indonesia  and  export  to  anywhere  in 
Europe.  But  best  of  all,  BofAs  international 
presence  lets  me  handle  these  transactions  in 
all  42  countries  where  we  do  business  with  a 
phone  call  to  my  bankers  Bob  and  Gordon 
right  here  in  San  Diego. 

The  way  I  see  it,  I  may  have  opened  my 
company,  but  it  was  Bank  of  America  that 
opened  my  company  to  the  world." 


Banking  on  America™ 


Bank  of  America 


393  Bank  of  America  NT&SA  Member  FDIC. 
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Billion-Dollar  Loan  Package. 
New  R&D  Tax  Credits. 
Customized  Job  Training. 
FastTrack  Permitting. 
Utilities  Assistance. 


"They're  up  to  something." 


A4  N 


Special  Olympic: 
World  Games 
Connecticut  199; 


SSI 


You  bet  we  are:  To  draw  your  business  to  Connecticut,  we're  offering  one  of 
America's  most  innovative  incentive  programs.  For  CONNECTICUT 

our  free  information  package,  Call  1-800-392-2122.      The  State  That  Thinks  Like  A  Business. 


^066-0* 


mm 


"Compust  it  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  m  over  12,000  U.S.  companies.  Add  word-for-word  annual 
reports,  10K\  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
companies.  C  mbine  with  software  for  comprehensive  financial  analyses. 
Now,  place  it  <.  i  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


I  06D-CA 


At  McGraw-Hill,  being  first 
is  almost  second  nature 
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A  young  adult  like  Bradley  Cupit,  who  is  deaf-blind,  brings  more  than  just 
good  work  to  the  business  that  hires  him.  His  presence  promotes  better  understanding, 
cooperation,  and  good  will  among  all  employees.  Corporations  such  as  Avis  have  discovered 
this  while  working  with  the  Helen  Keller  National  Center  for  Deaf-Blind  Youths  and  Adults. 
Find  out  how  even  a  small  company  can  help  contribute  to  a  world  of  better  understanding. 
Call  our  placement  specialists  at  1-800-255-0411. 

Now  we  can  all  Share  Helen  Keller's  Vision 


Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults* 

Headquarters:  1 1 1  Middle  Neck  Road,  Sands  Point  NY  1 1050  Regional  Offices:  TTY/Voice  Atlanta  404-766-9625; 
Chicago  312-726-2090;  Denver  303-373-1204;  New  York  (Sands  Point)  516-944-8900;  Los  Angeles  818-782-9935; 
Boston  617-350-8702;  Dallas  214-490-9677;  Kansas  City,  KS  913-677-4562;  Philadelphia  215-237-1575;  Seatde  206-324-9120 
•Operated  by  Helen  Keller  Services  for  the  Blind  Agency:  GTFH,  1 14  Fifth  Avenue,  New  York  NY  1001 1 
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(ex  to  Companies 

lex  gives  the  starting  page  for  a  story  or  fea- 
h  a  significant  reference  to  a  company.  Most 

■  jries  are  indexed  under  their  own  names. 

Inies  listed  only  in  tables  are  not  included. 


When  the  best 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 

MoneyTalk 

Monday  -  Friday  7:30PM  (ET) 

fNBC 

Money  All  Day.  Talk  All  Night. 

BusinessWeek 
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For  cable  channel  call  1-800-SM ART-TV 
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Why  Choose  The  Fidelity 
IRA  Over  All  Others? 


Like  many  investors,  you  may  be  more  focused  on  your  IRA  than 
ever  before.  And  with  low  interest  rates,  a  myriad  of  investment 
choices  or  the  expense  of  a  full-cost  broker,  there's  a  lot  standing 
in  the  way  of  your  retirement  goals.  But  at  Fidelity  Investments, 
you  can  choose  an  IRA  where  performance  and  value  come  first. 


Proven  Performers  For  Growth 

For  the  long-term  growth  potential  you  want, 
Fidelity  offers  a  full  range  of  stock  funds  with 
performance  records  that  speak  for  themselves. 
Each  fund  is  backed  by  the  management  exper- 
tise that's  helped  make  Fidelity  America's  largest 
stock  fund  manager.'  So  now  along  with  our  No- 
Load,  No-Fee  IRA,  it  makes  more  sense  than 
ever  to  bring  your  retirement  savings  to  Fidelity. 

The  No-Load,  No-Fee  IRA  Offer 
No  One  Else  Can  Match 

We've  waived  the  sales  charges  on  more  than  a 
dozen  stock  funds  for  retirement  investors,  so 
now  you  have  more  than  50  no-load  stock, 
bond  and  money  market  fund  choices  for  your 
IRA.2  And  we've  waived  the  annual  IRA  mainte- 
nance fee  for  each  mutual  fund  account  you 
have  in  your  Fidelity  IRA  with  a  balance  of 

$5,000  or  more:  Call  today 
for  your  free  IRA  fact  kit,  and 
be  sure  to  ask  for  a  free  copy 
of  our  Common  Sense 
Guide  To  Planning  For 
Retirement. 


Long-Term  Stock  Fund  Performers 

Now  All  No-Load  For  Your  Retirement 

Fidelity  Puritan  Fund 

22.1 6% 

13.61* 

14.66% 

1 -Year Avg. 
Annual  Return* 

5-Year  Avg. 
Annual  Return* 

10-  Year Avg. 
Afnwai  Return* 

Fidelity  Equity  Income  II  Fund 

22.35% 

28.15° 

1-Year Avg. 
Annual  Return* 

Lite  ot  Fund 
Annual  Return* 

8/21/90-6/30/93 

Fidelity  OTC  Portfolio 

17.85°° 

16.26° 

20.80% 

1-Year  Avg. 
Annual  Return* 

5-Year  Avg. 
Annual  Return* 

tile  of  Fund 
Annual  Return* 
12/31/84-6/30/93 

Fidelity  Contratund 

28.20% 

25.66% 

16.77% 

1 -Year Avg. 
Annual  Return* 

5-Year  Avg. 
Annual  Return* 

10-Year  Avg, 
Annual  Return* 

Fidelity  Asset  Manager 

17.41% 

14.92% 

1-Year  Avg. 
Annual  Return* 

lite  ol  Fund 
Annual  Return* 
12/26788-5730/93 

Fidelity  Growth  &  Income  Portfolio 

20.67° 

17.33% 

19.21% 

1 -Year Avg. 
Annua!  Return* 

5- Year  Avg. 
Annual  Return* 

Life  of  Fund 
Annual  Return* 
12/30/BS-6/30/93 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


f  or  an  IRA  fact  kil  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses,  call  for  a  current  prospectus.  Read  ii  carefully  before  you  invest  or  send 
money.  'Fidelity  manages  over  S  lot)  billion  in  equity  assets  This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity  Fidelity  Magellan 
Fund,  Fidelity  New  Millennium1"  Fund  and  Fidelity  Select  Portfolios'"  are  excluded.  'For  Fidelity  mutual  fund  IRAs,  the  $10  annual  IRA  maintenance  fee  will  be  waived  for  mutual 
IRA  accounts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed  IRAs,  the  fee  is  $20,  and  will  be  waived  if  any  Fidelity  mutual  fund  position  in  the  account  is  a 
least  $5,000  at  the  time  of  the  fee  billing.  "Total  returns  for  the  period  ended  6/30/93  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital 
gains.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Fidelity  Distributors  Corporal 
Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street.  Boston.  MA  (12 1 1(1  Member  NYSE,  SIPC 


vestment  Figures  of  the  Wee 


iMTARY 

sting  a  string  of  record 
e  Dow  Jones  industrials 
■eather  this  week,  but  the 
e  market  wouldn't  quit, 
dard  &  Poor's  500  index, 
id  been  lagging  the  Dow 
jumped  to  new  highs,  as 
■the-counter  stocks.  Bonds 
d  to  surge,  with  the  rate 
ar  Treasuries  falling  to 
ate  that  was  unthinkable 
w  short  months  ago.  With 
omy  showing  few  signs  of 
r,  (he  yield  on  the  long 
jld  well  drop  below  6%. 


STOCKS  BONDS 

Aug.      Feb.      Aug.     Aug  26-Sept.  1  Aug       Feb       Aug.     Aug.  26-Sept  1 


THE  DOLLAR 

Aug.      Feb.      Aug.    Aug.  25-Sept.  1 


S&P 


465  1600 

463  15 


455  1400 


1610  60 


52-week  chang 
+  10.8% 


1  -week  change 
+0.7% 


52-week  change 
+  12.6% 


1-week  change 
+0.8% 


52-week  chang 
+  11.1% 


1-week  change 
-0.2% 


KET  ANALYSIS 


change 


OCKS 

latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ego 

NES  INDUSTRIALS 

3645.1 

-0.2 

10.8 

90-DAY  TREASURY  BILL  YIELD 

3.08% 

3  05% 

3.21% 

COMPANIES  (S&P  MidCap  Index) 

174.3 

0  4 

20.7 

30-YEAR  TREASURY  BOND  YIELD 

6.09% 

6. 1 7% 

7.38% 

OMPANIES  (Russell  2000) 

247.1 

1  1 

29.6 

S&P  500  DIVIDEND  YIELD 

2.70% 

2.72% 

2.96% 

PANIES  (Russell  3000) 

267.5 

0  7 

14.0 

S&P  500  PRICE/EARNINGS  RATIO 

24.0 

23.7 

24.6 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  oflo 

Reading 

•H  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 

448  2 

447  5 

Positive 

(FINANCIAL  TIMES  100) 

3085.1 

0.2 

33.4 

Stocks  above  26-week  moving  average 

64.7% 

62.6% 

Neutral 

NIKKEI  INDEX) 

20,953.3 

2.1 

19  1 

Speculative  sentiment:  Put/call  ratio 

0.45 

0.39 

Positive 

)  (TSE  COMPOSITE) 

4143.7 

0.5 

20.6 

Insider  sentiment:  Vickers  sell/buy  ratio 

2  58 

2  24 

Negative 

STRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 


WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


IINE  TOOLS 

13.9 

37.5 

GIDDINGS  &  LEWIS 

17.8 

17.1 

24 

XPL0RATI0N  AND  PRODUCTION 

12.6 

6.1 

ORYX  ENERGY 

17  8 

-0  5 

24 

CONDUCTORS 

12.1 

123  4 

ADVANCED  MICRO  DEVICES 

31.5 

240.8 

32  3/e 

LS  AND  MOTELS 

1  1.8 

99.4 

PROMUS 

19.9 

314.0 

70  '/a 

ERAGE  FIRMS 

11.1 

74.9 

MORGAN  STANLEY  GROUP 

18.6 

65  3 

82  % 

WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

'ITAL  MANAGEMENT 

-8  5 

-1.7 

NATIONAL  MEDICAL  ENTERPRISES 

-27.2 

-41.2 

8  % 

i  MINING 

-8  5 

51  4 

ECHO  BAY  MINES 

-15.9 

86  3 

11  % 

S 

-6.1 

-18.8 

REEBOK  INTERNATIONAL 

-9.9 

1  3  5 

24 

MOBILES 

-5.5 

44.8 

FORD  MOTOR 

-6.4 

28  3 

51 

WERCIAL  SERVICES 

-4.0 

-6.2 

NATIONAL  EDUCATION 

-17.5 

-21.7 

5  % 

UAL  FUNDS 


us 

ak  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

>MAN  COMMUNICATIONS/INFO.  A 

1 1.9 

LEXINGTON  STRATEGIC  INVESTMENTS 

-24.9 

IDER  LATIN  AMERICA 

1 1.6 

UNITED  SERVICES  GOLD  SHARES 

-19.8 

5RESSIVE  AGGRESSIVE  GROWTH 

1 1.6 

BULL  &  BEAR  GOLD  INVESTORS 

-15.1 

[  total  return 

% 

52-week  total  return 

% 

>  GROWTH 

4GT0N  STRATEGIC  INVESTMENTS 
L  MIDAS  GOLD  SHARES 

91  1 
75.7 
75.5 

FIDELITY  SELECT  MEDICAL  DELIVERY 
INVESC0  STRATEGIC  HEALTH  SCIENCES 
FIDELITY  SELECT  HEALTH  CARE 

-13.1 
-12.2 
-1 1.7 

HH  S&P  500 

4-week  total  return 


MORNINGSTAR  INC 


Average  fund 


52-week  total  returi 


M 


TIVE  PORTFOLIOS 


amounts 

ent  the  present 

of  $10,000 

;d  one  year  ago 

<  portfolio 

tages  indicate 
y  total  returns 


Foreign  stocks 
$13,159 

+  1.45% 


Treasury  bonds 
$12,514 

+  1.47% 


U.S. stocks 
$11,460 

+0.82% 


(.old 
$10,832 

-0.42% 


DRI/McGRAW-HILL 


llll 


Money  market  fund 
$10,227 

+0.05% 


on  this  page  are  as  of  market  close  Wednesday,  Sept  I  1993,  unless  otherwise  indicated.  Aug.  31.  Mutual  fund  returns  are  as  of  Aug.  27  Relative  portfolios  are  valued  as  of  Aug.  31.  A  morr 
groups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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DEFLATING  UNCLE  SAM'S  BUREAUCRATIC  BLOAT 

■  t's  clear  most  Americans  don't  trust  their  government 
1  much.  They  don't  trust  it  to  deliver  services,  solve  social 
EE  problems,  or  boost  their  fortunes  efficiently.  Just  the  op- 
posite. Government  appears  to  work  against  them  as  much 
as  for  them  these  days.  Beneath  the  surface  of  the  tax  re- 
volt and  the  movement  for  term  limits  is  the  public's  sense 
of  abandonment,  abuse,  and  betrayal  by  government. 

This  is  dangerous  business.  When  people  become  divorced 
from  the  political  system,  demagogues  thrive,  extremism 
flourishes,  and  the  vast  moderate  middle  is  splintered. 

That's  why  Vice-President  Al  Gore's  effort  to  reinvent 
government  is  so  important.  When  his  National  Performance 
Review  unveils  its  plan  on  Sept.  7,  it  will  suggest  ways  to 
downsize  the  federal  bureaucracy  of  3  million  workers— to 
save  money  and  increase  productivity.  On  one  level,  its  suc- 
cess would  fulfill  a  "New  Democratic"  pledge  by  the  Clinton 
Administration  to  make  government  relevant  again  to  the 
common  folk.  But  more  important,  Gore's  program  could  go 
a  long  way  toward  reuniting  Americans  with  their  govern- 
ing institutions. 

The  task  will  not  be  easy.  The  entire  government  incen- 
tive system  is  gridlocked.  Civil  Service  regulations  rule  out 
rewarding  good  effort  or  punishing  poor  work.  Under  the  Civ- 
il Service  job-grading  system,  most  workers  make  a  slow, 
lifetime  march  through  150  "grades"  and  "steps."  By  contrast, 
General  Electric  has  only  six. 

Worse,  government  managers  and  employees  work  in  hi- 
erarchical bureaucracies,  where  there  is  1  supervisor  to  ev- 
ery 5  workers,  compared  with  1  to  15  in  the  private  sector. 

Just  the  idea  of  top-down  "supervising"  shows  how  out  of  t 
government  is,  in  a  world  where  most  corporations  are! 
bracing  flattened,  team-oriented,  organizations. 

In  any  serious  attempt  to  reinvent  the  government* 
Clinton  Administration  must  engage  both  the  unions  an<i 
supervisors.  The  unions  should  be  offered  the  chance  tcl 
directly  in  the  process.  Congress  too,  must  be  an  active  1 
ner  in  the  reinventing  process  and  not  block  change.  Ani 
tempts  to  protect  jurisdictional  turf  and  federal  jobs  sf$ 
be  checked. 

A  deal  that  can  be  brokered  should  start  with  dun$ 
most  Civil  Service  regulations.  That  would  end  lifetime! 
ployment  and  cut  the  number  of  workers  over  time.  Im 
change,  the  stifling  rules  that  prevent  employees  froml 
ing  charge  of  their  own  workplace  would  go.  Advanceifi 
would  be  based  on  work  done,  not  time  put  in. 

Ending  the  rules  would  allow  supervisors  to  start  1 
aging  more  creatively.  But  the  massive  middle  layer  1 
still  be  pared  dramatically.  Attrition  will  do  much  of  th<| 
To  speed  the  downsizing,  Gore  should  consider  borrowinE 
buyout  schemes  used  by  IBM  and  AT&T  to  reduce  mana^S 
overload. 

President  Clinton  can  make  a  quick  start  by  simply  is:i 
administrative  orders  to  revise  the  Civil  Service  code.  I 
will  require  the  political  courage  to  challenge  the  federal  uijt 
that  supported  him  during  the  election.  The  New  Demoi 
have  talked  about  making  government  work  again.  To  doe 
they  must  first  show  that  the  government  is  responsive  t$i 
people. 

TAKE  OFF  THE  MOVES  AND  FIGHT  FOR  NAFTA 

1  t's  time  for  Big  Business  to  stand  up  for  NAFTA.  During 
1  the  months  of  discussion  over  the  North  American  Free 
H  Trade  Agreement,  Corporate  America,  which  strongly 
favors  the  agreement,  has  bobbed  and  weaved  like  Muhammed 
Ali  in  expressing  its  support.  With  Democrats  caving  in  to 
the  unions  on  their  left  and  with  Republicans  waffling  on  their 
right— thanks  to  Ross  Perot  and  Pat  Buchanan— the  defining 
moment  is  at  hand.  Corporations  should  proclaim  publicly  what 
they  have  been  saying  privately:  Open  markets  are  good  for 
their  employees,  shareholders,  suppliers,  and  country. 

It's  not  as  if  Corporate  America  hadn't  tried  to  make  the 
case  for  NAFTA.  The  problem  is  that  its  voice  has  been 
drowned  out.  Big  Business  is  not  used  to  lobbying  actively 
for  this  kind  of  general  macroeconomic  policy.  Corporate  lob- 
byists spend  their  time  in  Washington  fighting  for  or  against 
taxes  or  regulations  on  specific  companies.  The  interests  and 
issues  tend  to  be  narrow,  focused,  and  parochial. 

Fighting  for  NAPIA  requires  a  more  abstract  mind-set  and 
a  broader  set  of  skills.  Lobbying  for  it  demands  defense  of 
a  concept:  competing  freely  across  borders.  It  involves  pro- 
motion of  a  process:  lowering  barriers  to  goods,  services,  and 

capital.  These  are  not  the  bread-and-butter  issues  of  m 
Armani-clad  corporate  lobbyists. 

Big  Business  is  also  handicapped  by  a  lack  of  leadeiM] 
American  Express  ceo  James  D.  Robinson  III  and  Easte 
Kodak  CEO  Kay  R.  Whitmore  have  been  in  charge  of  theft 
ness  Roundtable's  efforts  in  support  of  NAFTA.  But  theyP' 
both  been  recently  nudged  aside  by  their  boards  of  iBi 
tors.  There  is  no  single,  high-profile  leader  in  charge  (ffch 
battle  for  free  trade  at  the  moment. 

That's  too  bad,  because  the  case  for  NAFTA  is  overwfc 
ing.  While  poorly  paid  jobs  in  the  U.  S.  will  be  lost  thip 
imports  from  Mexico,  other  high-skill,  high-wage  jobs  wfib 
created  through  greater  exports.  History  has  shown  thatka 
trade  is  a  boon  to  the  country. 

But  NAFTA  forces  the  point  that  America  needs  tr£fn 
programs  for  workers  displaced  by  global  competition.  r>  e; 
tract  the  venom  from  nafta's  opponents,  a  publicized his 
for  more  worker  training  is  required.  Big  Business  hg  t 
convey  to  its  varied  stakeholders  and  to  its  representee 
in  Congress  that  free  trade  is  a  common  good  for  the  naoi 
Now  will  Lee  Iacocca  or  his  like  please  step  forward? : 
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This  Isn't  Just  A  Baseball  Glove. 
It's  A  $3.75  Bonus. 


)all  glove  here,  a  dinner  there,  a  leather 
air  for  the  living  room... it  all  adds  up! 
sry  time  you  use  your  new  GM 
•Id  MasterCard,  you  earn  a  5% 
A  Bonus-up  to  $1,000  a  year- 
vard  the  purchase  of  a  new  GM  car 
truck.  Savings  that  are  over  and  above 
ur  best  deal,  any  rebates  or  incentives. 

e  5%  GM  Bonus  even  applies  to  balance 


transfers*  So  you  can  pay  off  any  other 
credit  cards  or  loans,  and  earn  5%  on 
money  you've  already  spent! 
All  this. .  .ami  all  the  advantages 
of  a  Gold  MasterCard. 

No  catches. 

To  apply  for  your  GM  Gold  Card^' 
phone  us  toll-free  at  1-800-846-2273. 


SM 


Don't  Spend  More,  Spend  Smarter!"  The  GM  Gold  Card; 

Offer  is  redeemable  as  discount  on  purchase  or  lease  of  a  new  GM  car  or  truck  Up  to  SI, 000  annually,  or  maximum  of  S7.000  over  7  years  Mav  be  combined  with  mtu  r  utters  Sub|ect  to  GM  (.old  (  ard 
Rebate  Program  Rules  Bonus  based  on  MSRI'  of  S75  tM)  Spalding  is  a  registered  trademark  of  Spalding  and  £venflo<  ompanies.  Inc.  *  I  here  is  no  transaction  tee  for  Transfer  (  hecks,  normal  finance  <.  hargcs 

apply  from  the  date  of  posting  01993  General  Motors  (  orporation 


What  busiif 


With  a  little  imagination,  a  landfill  can  be  a  golf  course,  nattre 
preserve  and  source  of  electricity  for  12,000  people.  Our  Settler' 
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You  just  saved  a  kunclle  on  PCs. 
Now,  wkos  gfoingf  to  save  you  from  tke 
people  wko  kave  to  use  tkem? 


ow  price  alone  doesn't  equal  value.  A  PC  that  can't  do  what  you  need 


is  a  PC  you  just  can't  afford.  Fortunately  AST's  Bravo  family  now  includes 


everything  from  notebooks  to  minitowers.  All  packed  with  features  and  power. 
Consider  the  low-profile  Bravo  LP,  a  powerful  yet  energy-efficient  desktop  with 
EPA  EnergyStar  approval.  Also  EPA-approved  is  the  Bravo  MX  an  upgradable, 
enormously  expandable  minitower.  To  get  excellent  Windows  performance  at  a 


low  price,  check  out  the  Bravo  LC  with  local  bus 


raphics.  And  the  Bravo  NB  gives 


you  a  powerful,  advanced  note- 


book you  can  actually  afford.  So  before  you  choose,  call  us  at  800-876-4AST  Your 
controller  will  like  the  price.  Everyone  else  will  like  the  computers. 

AST  COmPUTER 

The  Product  Of  Our  Obsession. 


©  1991  AST  Researc  h.  Im  All  rights  reserved  AST.  AST  logo  are  registered  trademarks  o)  AST  Researi  h,  Im  The  Intel  Inside  logo  is  a  registered  trademar 


.  LY 


DESKTOPS  AND 
MINITOWER 

Local  bus  graphics  Up  to  256KB 
cache  Maximum  64MB  RAM 
Technical  support  24  hours  a  day, 

seven  days  a  week  One-year 
on-site,  two-year  carry-in  coverage 
for  hard  drive  models' 


BRAVO  LP 

Low-profile  chassis  EnergyStar 
certified  Two  ISA  slots,  three  drive 
bays  Intel  486SX/2S,  486DX/33 
or  486DX2/66  microprocessor, 
radable  to  Pentium'  OverDrive" 
Starting  at  under  $1000" 


BRAVO  MT 

Minitower  chassis  Six  ISA  slots, 
six  drive  bays  Intel  486DX/33  or 

486DX2/66  microprocessor; 
upgradable  to  Pentium  OverDrive 
200  watt  power  supply 
Starting  at  $1300" 


BRAVO  LC 

Midsize  chassis  Five  drive  bays, 
four  16-bit  ISA  slots  Intel  486SX/25, 
486SX/33,  486DX/33,  486DX2/50 

or  486DX2/66  microprocessor; 
upgradable  to  Pentium  OverDrive 
Starting  at  $900" 


BRAVO  NB 

Notebook  with  Intel  486SX/2S 
microprocessor  and  integrated 
trackball  95"  monochrome,  dual-scan 

color  or  TFT  color  display  One 
PCMCIA  Type  ill  slot  20MB  RAM 
One-year  carry-in  warranty 
Starting  at  $1699" 


Call  for  more  information 

800-876-4AST 


rporation  All  other  trademarks  are  the  property  ol  their  respei  lire  owl 


carry-in  warranty  for  non-hard-drive  models  "Estimated  US  sales  prue  Reseller  pricing  will  i 


Ordinary 
Ink  Jets. 


1 


i  i 


o"ou 0" 


Canon  Bubble  Jet  200 


HP  DeskJet  500 


Any  ordinary  ink  jet  printer  can 
give  you  laser-like  printing  for  less  than 
the  cost  of  a  laser.  But  now  there's 
something  new  in  ink  jets.  Something 
much  better  than  ordinary.  Now  you 
can  have  the  finest  ink  jet  printing 
technology  ever  offered,  with  the 
Epson  Stylus  800.  The  Stylus  800 
prints  360  dots  per  inch,  with  the 
sharpest,  clearest  images  ever 


nent  Piezo  print-head  applies  ink  with 
the  greatest  precision  yet  seen  in  an 
ink  jet,  and  nobody  does  it  at  a  lower 
cost  per  page!  Not  to  mention  the  $50 
you  can  save  today  with  our  limited 
time  offer.  To  learn  more  about  the 
Extraordinary  Epson  Stylus  800  Ink 
Jet  or  our  complete  line  of  printers 
and  scanners  call  the  Epson 
Connection"'  at  1-800-BUY-EPSON 


formed  by  a  personal  ink  jet.     ^aZusa    (800-289-3776).  You'll  never  settle 


Epson's  high  pressure,  perma- 


/'nuf  head  uses 
dmple  replaceable 
tnk  cartridge 


for  ordinary  again. 


•BASED  ON  AN  INDEPENDENT  TEST  COMPARING  THE  STANDARD  PRINTING  MODES  FOR  THE  CANON  87  ZOO  THE  HP  DESKJET  S00  AND  THE  EPSON  STILUS  800  ALL  C0MPAHT  AN0/0R  PRODUCT  NAMES  ARE  TRADEMARKS  AND/OR  REGISTERED  TRADEMARKS  OF  THEIR  RESPECTIVE  MANUFACTURERS  INCLUDING  CANON  WHICH  iK'S 
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PRODUCTION 

Change  from  last  week:  0.2% 
Change  from  last  year:  5.1% 

195  


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  8.3% 
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The  production  index  increased  during  the  week  ended  Aug  28  On  a  season- 
ally adjusted  basis,  autos  and  coal  production  and  rail-freight  traffic  contributed  to 
the  gain  Steel,  truck,  paper,  and  lumber  output  declined,  while  electric  power,  pa- 
perboard,  and  crude-oil  refining  production  levels  were  all  flat  Before  calculation  of 
the  four-week  moving  average,  the  index  rose  to  190.7,  from  189.8.  For  August,  the 
index  fell  to  187.8,  from  July's  188  1 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc. 


The  leading  index  advanced  during  the  week  ended  Aug.  28.  Higher  stock  p 
es,  lower  bond  yields,  improved  growth  in  materials  prices,  and  fewer  business  f 
ures  offset  the  negative  signs  of  falling  real  estate  loans  and  slower  growth  in  M 
Before  calculation  of  the  four-week  moving  average,  the  index  fell  slightly  to  231 
from  231  8.  For  the  entire  month  of  August,  the  index  jumped  io  231.9,  from  228 
in  July. 

Leading  index  copyright  1  993  by  Center  (or  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/4)thous  of  net  tons 

1,822 

1,856# 

10.9 

AUTOS  (9/4)  units 

106,347 

98,693r# 

13.6 

TRUCKS  (9/4)  units 

93,672 

90,771  r# 

24.8 

ELECTRIC  POWER  (9/4)  millions  of  kilowatt-hours 

67,464 

70,3  12# 

12  8 

CRUDE-OIL  REFINING  (9/4)  thous.  of  bbl./day 

13,791 

13,927# 

5.1 

COAL  (8/28)  ihous  of  net  tons 

18,468# 

17,987 

-6.6 

PAPERB0ARD  (8/28)  thous  of  ions 

823.6# 

81 1  6r 

5.8 

PAPER  (8/28)  thous.  of  tons 

805.0# 

800  Or 

1.3 

LUMBER  (8/28)  millions  of  ft. 

440. 6# 

455.9 

-6.7 

RAIL  FREIGHT  (8/28)  billions  of  ton-miles 

21.2# 

20.7 

-1.9 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/8) 

105 

105 

124 

GERMAN  MARK  (9/8) 

1.61 

1  66 

1  43 

BRITISH  POUND  (9/8) 

1  54 

1.50 

1  95 

FRENCH  FRANC  (9/8) 

5.67 

5.82 

4.87 

CANADIAN  DOLLAR  (9/8) 

1.32 

1  32 

1.23 

SWISS  FRANC  (9/8) 

1.42 

1.46 

1  27 

MEXICAN  PESO  (9/8)1 

3.1  12 

3  1  20 

3.102 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S, 
pound  expressed  in  dollars 

dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/8)$/troyoz. 

351  750 

369  050 

2.6 

STEEL  SCRAP  (9/7)  #1  heavy,  $/ton 

1  12.50 

1 12.50 

21.6 

FOODSTUFFS  (9/7)  index,  1967  -  100 

212.6 

21  1.8 

5.7 

COPPER  (9/4)  </lb. 

90  7 

91.2 

-21.1 

ALUMINUM  (9/4)c/lb 

54.4 

54  1 

8  6 

WHEAT  (9/4)  #2  hard,  $/bu. 

3  36 

3  34 

-4.0 

COTTON  (9/4)  strict  low  middling  1-1/16  in.,  C/lb. 

':2  64 

52  88 

-3.1 

Latest 
week 

Week 
ago 

%  Choi  | 
year i  1 

STOCK  PRICES  (9/3)S&P500 

462.25 

459.34 

1  1 

CORPORATE  BOND  YIELD,  Aoa  (9/3) 

6.61% 

6  71% 

-1  1 

INDUSTRIAL  MATERIALS  PRICES  (9/3) 

95.5 

95.4 

BUSINESS  FAILURES  (8/27) 

306 

316 

REAL  ESTATE  LOANS  (8/25)  billions 

$400.3 

$401. 7r 

MONEY  SUPPLY,  M2  (8/23)  billions 


$3,493.4  $3,495.0r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (8/21)  thous 


331 


324 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Bik 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  adjs 
data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metali 
Week,  Kansas  City  market,  Memphis  market 


Latest 
month 

Month 
ago 

%  Cho is 
yea'  < 

BUSINESS  WEEK  PRODUCTION  INDEX  (Aug ) 

187.8 

188. lr 

5 

BUSINESS  WEEK  LEADING  INDEX  (Aug.) 

23!  9 

228.8r 

i 

EMPLOYMENT,  CIVILIAN  (Aug.)  millions 

1 19.7 

119.3 

i 

UNEMPLOYMENT  RATE,  CIVILIAN  (Aug  ) 

6.7% 

6.8% 

-13 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chan 
year  • 

MONEY  SUPPLY,  Ml  (8/23) 

$1,096.7 

$1,095  6r 

13 

BANKS'  BUSINESS  LOANS  (8/25) 

268.3 

270  3 

-! 

FREE  RESERVES  (9/1) 

775 

309r 

-2 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/25) 

158.2 

160.2 

16 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

Free  reserves,  > 

vhich  are  expressed  fo 

MONEY  MARKET  RATES  J 

Latest 
week 

Week 
ago 

• 

FEDERAL  FUNDS  (9/7) 

3.11% 

3  19% 

3  Co 

PRIME  (9/8) 

6  00 

6.00 

6.0 

COMMERCIAL  PAPER  3-MONTH  (9/7) 

3.13 

3.17 

3.1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/8) 

3  09 

3.13 

3.C 

EURODOLLAR  3-MONTH  (9/3) 

3.1 1 

3  13 

3.3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  ir.  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmt. 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive. 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems. 

1-800-662-5328       Ext.  420 


Sustainable  Development 

Reinventing 
The  Firm 


he  goal  of  sustainable  devel- 
opment requires  a  profound 
industrial  transformation,  one 
thai  is  part  of  a  broader  shift 
from  consuming  the  natural 
capital  of  the  Earth  to  living  on  the 
income  from  that  capital.  Improved 
eco-efficiency  in  industrial  processes 
and  in  manufactured  products  can  help, 
but  it  may  not  be  sufficient.  Sustainable 
development  may  call  lor  corporations 
to  provide  an  unprecedented  level  of 
stewardship  for  natural  and  human 
systems.  That,  in  turn,  may  call  for 
reinventing  the  firm  so  as  to  provide 
the  goods  and  services  that  society 
demands  in  entirely  new  ways. 

Such  a  transformation  may  funda- 
mentally alter  corporate  structures  and 
require  new  kinds  of  partnerships. 
Traditionally,  for  example,  industry 
sold,  the  consumer  bought,  and  govern- 
ment regulated.  Individual  firms  com- 
peted; cooperation  was  rare  and. 
indeed,  often  forbidden  by  anti-trust 
laws.  Now  it  is  clear  that  society  as  a 
whole  -  and  even  future 
generations  -  are  stake- 
holders in  the  activities  of 
individual  firms.  We  need 
to  consider  how  steward- 
ship of  the  Earth  is  best 
served,  which  may  require 
new  tonus  of  cooperation 
among  firms,  between  gov- 
ernment and  the  pri\  ate 
sector,  and  between  industry 
and  consumers.  There  is  no 
roadmap  to  guide  the  needed 
changes,  no  rules  lor  remaking  the 
Mi  ni.  But  some  clues  can  be  gained 
from  a  number  of  industrial  sectors 
already  in  transition. 

Electric  and  natural  gas  utilities  in 
the  United  States,  for  example,  are  well 
on  the  way  to  becoming  energy  services 
companies.  In  the  past,  such  companies 
got  paid  lor  providing  energy  and  had 
no  stake  in  how  it  was  used.  Now. 


"Networks,  coupled 
with  network-ready 
copiers  and  printers, 
could  transform  the 
publishing  industry, 
providing  on-site,  on- 
demand  printing." 


under  enlightened  regulatory  provi- 
sions that  go  under  the  name  of  "least 
cost  energy  planning"  and  that  have 
been  adopted  in  many  U.S.  states, 
utilities  can  get  paid  for  saving  energy 
as  well  -  they  can 
earn  the  same 
return  on  in- 
vestments in 
their  custom- 
ers' efficiency 
as  they  do  for 
new  generating 
facilities. 

The  new  arrangements  give  utilities 
a  key  role  in  the  stewardship  of  the 
energy  system  as  a  whole  -  resulting 
in  lower  costs  for  consumers,  less 
pollution  for  the  planet,  and  reduced 
consumption  of  energy  resources.  They 
also  empower  utilities  to  educate  their 
customers  and  to  raise  technical  stan- 
dards throughout  their  sen  ice  areas. 
Southern  California  Edison,  for  exam- 
ple, offers  energy  audits,  incentives  to 
builders  of  energy-efficient  houses 

and  tor  upgrading  electric 
appliances  in  existing 
homes  and  factories, 
direct  assistance  to  low- 
income  customers,  and 
technical  consulting  ser- 
\  ices  to  business  and 
industry.  Over  a  decade, 
its  efforts  have  saved 
billions  of  kilowatt  hours 
and  thousands  of  tons  of 
pollutant  emissions. 
With  their  ability  to 
raise  low-cost  capital  and  their  long 
time  horizons,  utilities  are  also  ideally 
suited  to  transform  basic  energy  tech- 
nologies. A  group  of  U.S.  utilities 
recently  sponsored  a  competition  to 
develop  a  new.  "green"  refrigerator  - 
offering  a  cash  prize  and  a  guaranteed 
market  lor  the  w  inning  design.  Similar 
investments  in  emerging  energy  tech- 
nologies, from  fuel  cells  to  solar  cells. 


could  accelerate  a  transition  to  more 
sustainable  sources  of  energy.  U.S.  and| 
European  utility  companies  are  also 
beginning  to  operate  in  developing 
countries,  providing  much-needed 
expertise  in  upgrading  energy  systems 
globally. 

The  beginnings  of  similar  transfor- 
mation can  be  found  in  other  industria 
sectors  as  well.  In  Europe,  for  example! 
Volvo  is  working  on  the  develop- 
ment of  ears  and  other  vehicles  designed 
to  provide  a  more  sustainable  trans- 
portation system  on  a  community-wid< 
or  city-wide  scale.  Who  better  than 
the  car  companies  to  assume  a  stew- 
irdship  role  for 
urban  transporta- 
tion systems, 
tackling  conges- 
tion and  rising 
air  pollution, 
even  if  it  means 
developing  elec- 
tric cars,  van  pools 
that  operate  on  a  dial-up  basis,  or 
other  types  of  transportation  systems 
altogether? 

Xerox  is  developing  not  just  copiers 
but  electronic  document  management 
systems  that  may  obviate  the  need  to 
make  as  many  copies.  More  broadly, 
expanding  e-mail  networks  within 
companies  and  growing  national  and 
international  digital  links  that  can 
transmit  and  store  documents  electroni 
eally  make  it  possible  to  dispense  with 
printed  documents  until  they  are  really 
needed.  Such  networks,  coupled  with 
network-ready  copiers  and  printers, 
could  transform  the  publishing  indus-j 
try.  providing  on-site,  on-demand 
printing  in  corporate  offices,  in  univer-j 
si ly  libraries,  and  in  bookstores - 
supplanting  the  need  to  print,  ship,  and 
warehouse  technical  manuals,  scientific* 
journals,  and  even  books. 

Evolution  is  a  dynamic  process,  in 
the  natural  world  and  in  industry  as 
well.  Anticipating  the  coming  industrial 
transformation  and  rethinking  corpo- 
rate roles  on  a  large  scale  -  the  rela-  I 
tionships  to  other  firms,  to  customers 
and  to  society  and  the  planet  as  a  t 
whole  -  can  help  companies  to  survive! 
and  thrive  as  agents  of  sustainable 
development. 

Brought  in  \int  l>\  Xerox:  The  Document 
Company 
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^e're  talking  about  the  actual  box.  It's  made  of  recyclable 
irdboard  and  designed  so  one  size  can  accommodate  as 
iany  different  parts  as  possible.  Making  it  more  useful  as 
ell  as  reusable.  It's  not  magic.  It's  environmental  engineer- 
ig,  something  we've  applied  to  our  systems  since  1966. 

'f  course,  what  goes  inside  the  box  is  important,  too.  Our 
Dmmitment  to  recycling,  for  example,  has  created  joint 
rejects  with  some  of  our  biggest  suppliers  to  find  ways  to 
se  plastics  more  efficiently  by  recycling  them  over  and 
ver  while  maintaining  their  useful  strength  and  durability. 
Ve're  already  recycling  the  plastic  parts  of  our  copiers. 

)ur  copy  and  printing  processes  have  become  more 


environment-friendly,  too.  Our  replaceable  copy  cartridges 
are  designed  to  be  remanufactured.  More  and  more  of 
the  paper  we  sell  is  recycled  paper.  And  a  portion  of  our 
electronic  components  is  remanufactured  for  continued  use. 

None  of  these  things  happened  overnight.  Or  by  accident.  So 
the  next  time  you  see  a  box  marked  Xerox,  remember,  as 
much  concern  went  into  it  as  the  product  that  came  out  of  it. 
To  learn  more  about  all  of  our  environmental  policies,  call 
1-800-TEAM-XRX,  ext.  754. 

Xerox 

The  Document  Company 
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etter  From  New  Yorl 


WHERE  GINGER  AND  FRED 
ARE  STILL  LARGER  THAN  LIFE 


CHILDREN  OF  PARADISE?  MANHATTAN  CINEASTS  AT  THE  REOPENING  OF  THE  THALIA  THEATER 


I  t  isn't  much  as  restored  theaters  go, 
I  but  the  woman  with  the  big  hat  and 
I  big  hair  seems  happy.  I'm  here  for 
the  reopening  of  the  Thalia  Theater,  a 
revival  house  on  Manhattan's  Upper 
West  Side.  Hoarded  up  lor  six  years  and 
once  targeted  for  the  wrecker's  ball,  it's 
being  reborn  this  evening,  and  a  crowd 
of  cinema  hounds  has  come  to  95th 
Street  to  celebrate.  My  friend  Kourosh 
thinks  the  scene  resembles  a  cartoon  in 
The  New  Yorker.  The  woman  in  the  hat 
is  veteran  character  actress  and  down- 
town partygoer  Sylvia  Miles,  nominated 
for  Best  Supporting  Actress  for  her  role 
as  a  blowsy  blonde  in  1969  Oscar  winner 
Midnight  <  'owboy. 

She  is  the  center  of  attention  as  she 
lauds  the  Thalia's  resurrection  and  Roy 
Ennacheril,  the  businessman  who  made 
it  possible.  No  one  cares  that  the  trade- 
mark marquee  in  neon  script  is  miss- 
ing.  It's  enough  that  the  Thalia  I  New 
Yorkers  pronounce  it  THAYL-ya),  week- 
end shrine  of  a  few  generations  of  film 
buffs  and  aspiring  filmmakers,  is  back. 
SUNSET  BOULEVARD?  In  the  1960s  and 
1970s,  New  York  boasted  a  number  of 
small  to  midsize  theaters  whose  stock-in- 
trade  was  movie  classics,  obscure  for- 
eign and  B-films,  or  retrospectives  of  a 
studio's  or  director's  oeuvre.  In  1968, 
The  New  Yorker  routinely  carried  list- 
ings for  more  than  10  such  theaters.  One 
by  one,  most  closed,  victims  of  soaring 


rents,  shrinking  audiences,  an  explosion 
of  veils  and  flicks-for-rent,  and  the 
spreading  tentacles  of  cable  TV  and  its 
myriad  of  movie  channels.  It's  a  sad  list: 
the  Fifth  Ave.  Cinema,  the  New  Yorker, 
the  Biograph,  the  Bleecker  Street  Cine- 
ma, the  Elgin,  and  more.  Some  were 
torn  down  to  make  room  for  the  building 


l  1 


/72ND  ST. 
PLAYHOUSE 


spree  of  the  1980s.  The  Regency  wa 
taken  over  by  then-expansive  Cinepla 
Odeon  Corp.  and  turned  into  a  first-nJ 
theater  in  1987.  The  Elgin  was  renovata 
for  use  as  a  dance  theater.  The  Biograrl 
was  a  chronic  money-loser  when  pareij 
Cineplex  Odeon  rang  the  curtain  down 
1991  after  a  short  run. 

Now,  with  commercial  real  estal 
prices  way  down  and  1990's  New  Yor 
ers  seeking  affordable  entertainmen 
revival  theaters  could  be  poised  for 
comeback.  The  Thalia  joins  a  growir 
list  of  venues  for  classic,  cult,  or  o 
scure  movies.  In  1991,  soon  after  the  I 
ograph  closed,  the  not-for-profit  Fil 
Forum  in  Greenwich  Village  began  rvm 
ning  old  films  on  one  of  its  VcirM 
screens.  Earlier  this  year,  cineast  Fraifl 
Rowley  leased  the  Gramercy  Theatfl 
on  East  23rd  Street  from  Samuel  Gol 
wyn  Co.  and  turned  it  into  a  reviv 
house.  (Now  showing:  Elizabeth  TayL| 
in  28  of  her  54  features,  through  Oc 
her.)  With  classics  also  being  screen' 
routinely  at  the  Museum  of  Modern  A 
the  Walter  Reade  Theater  in  Line 
Center,  and  the  American  Museum 
the  Moving  Image  in  Queens,  N 
York's  movie  buffs  should  be  all  smil 

Happy  ending?  Not  yet.  Revival 
nues  are  never  far  from  the  edge, 
making  a  buck  with  a  theater  that  o 
shows  old  movies.  Even  now,  rents  aj 
far  from  cheap,  the  revival-house  bu 
ness  is  labor-intensive  compared  wi 
mall  multiplexes,  and  a  whole  generati 
of  film  lovers  now  rents  videocassettl 
instead  of  going  out  to  see  films  on  t 
big  screen. 

"Revival  houses  are  extremely  exp< 
sive  to  run,  especially  if  you  do  it  righj 
says  Karen  Cooper,  director  of  the  Fi 
Forum.  She  and  her  partner,  Bru 
Goldstein,  spent  more  than  $40,000  d 
ing  one  recent  silent-movie  festival— h 
accompanists  aren't  cheap,  for  one  thi 
Then  there  are  schedules  to  produce 
sential  tor  a  bill  that  may  change  dai 
There  are  no  film  distributors  to  p 
for  advertising,  as  with  new  releas< 
And  box-office  revenues  vary  wildly,  ( 
pending  on  the  film.  "Nobody  ever  g 
rich  running  a  revival  theater,"  says  t 
Gramercy' s  Rowley.  "But  money's 
the  reason  you  do  it." 
"LIKE  EGG  CREAMS."  The  revival-hoi: 
movement  began  here  during  Woi 
War  II,  when  the  flow  of  films  from  E 
rope  dried  up  for  U.  S.  art  theate 
Ever  since.  New  Yorkers  have  lov 
places  such  as  the  Thalia.  "New  Yo 
had  revival  houses  before  anyone  els 
says  Goldstein,  director  of  reperto 
programming  for  the  Film  Forum.  "It'; 
New  York  tradition,  like  egg  creams. 

Moreover,  it's  a  tradition  that  help 
spawn  a  generation  of  filmmakers.  Re 
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there  is  a  halfway 
mark,  only  it  stopped 
existing  for  you  years 
ago.  it  becomes  a 
matter  of  extremes. 
of  perfection,  in  hand- 
burnished  leathers,  and 
timeless  craftsmanship, 
the  Artisan  collection 
from  Italy,  handcrafted, 
and  far  to  the  left 


Exertional  woman 
Exceptional  diamond 


De  Beers 


>e  each  diamond  is  unique, 
and  of  two  carats,  or  more, 
ularfy  rare.  Fewer  than  one 
of  American  women  will  ever 
one.  If  you  are  considering  an 
int  diamond  gift for  your  wife, 
ring  featuring  a  brilliantly 
-carat  center  stone,  learn 
ut,  clarity,  color  and  carat 
Known  as  the  4@'s,  they  are 
>ide  to  a  diamonds  quality 
'ue. 

fie  Fire  Within. 


diamond  is  cut  to  proper 
ns,  light  is  reflected  from  one 
l  another  and  dispersed  through 
\of  the  stone. 

, :  Nature  s  Fingerprint 
iamonds  contain  tiny,  natural 
urks  called  "inclusions"  The 
md  smaller  the  inclusions,  the 
y  interfere  with  the  passage 

Like  Spring  Water 
\rids  boast  an  infinite  range  of 
!  The  totally  colorless  diamond, 
\r,  allows  white  light  to  pass 
h  it  effortlessly,  dispersed  as 
ws  of  color. 

Weight.  Carob  Tree. 
>rd  "carat" originated from 
"ree  seeds.  Diamonds  were 
inally  weighted  against  these 
mil  one  carat  was  standardized 
fifth  of  a  gram 
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val  theaters  have  always  been  a  sort  of 
film-school  annex.  "They're  the  only  way 
you  can  see  and  study  the  work  of  other 
actors  and  directors,"  says  actress  Miles. 
"If  you  haven't  got  an  idea  of  history, 
how  can  you  work  in  the  present?"  Di- 
rector Martin  Scorsese  spent  whole  sum- 
mers at  the  Thalia  as  a  teenager  in  New 
York  in  the  1950s.  "The  Thalia  would 
become  a  major  touchstone  in  my  film 
education,"  he  wrote  in  a  telegram  read 
at  the  reopening.  "I  saw  Citizen  Kane  on 
the  big  screen  for  the  very  first  time  at 
the  Thalia.  1  saw  documentaries 
. . .  which  had  previously  been  unknown 
and  inaccessible  to  me  and  which  opened 
up  a  whole  new  world." 

Woody  Allen,  whose  movies  are  lard- 
ed with  allusions  to  classic  films,  was 
another  such  student 
of  the  art.  He  donated 
a  director's  print  of 
Annie  Hall  for  the 
opening  night  gala  at 
the  Thalia  (the  theater 
itself  is  a  set  in  the 
film). 

Allen's  own  classics 
are  most  likely  to  be 
seen  on  the  small 
screens  in  dens  and  liv- 
ing rooms  these  days. 
"Video  ruined  the  busi- 
ness," says  film  critic 
Judith  Crist.  In  1978, 
when  there  were  a 
dozen  revival  houses  in 
Manhattan,  just  402 
American  households 
had  videocassette  re- 
corders, according  to 
the  Electronic  Indus- 
tries Assn.  Now,  there  are  more  than  44 
million  VCRs  in  use  nationwide,  and 
320,000  more  will  be  sold  this  year,  the 
EIA  estimates. 

burrito  wasteland.  But  cineasts— and 
who  in  Manhattan  isn't  one?— know  that 
there's  no  substitute  for  the  big  silver 
screen.  "There  are  some  movies  you 
should  never  see  on  a  small  screen,  like 
Lawrence  of  Arabia  or  all  of  John  Ford's 
pictures,"  says  Crist.  "I  don't  want  to 
watch  Ginger  Rogers  and  Fred  Astaire 
dancing  and  being  the  size  of  Barbie 
and  Ken.  I  want  them  to  be  larger  than 
life,  as  I  hold  them  in  my  heart." 

Me,  too.  But  when  I  moved  to  Man- 
hattan from  California  in  1991,  I  immedi- 
ately discovered  two  major  shortcom- 
ings: You  couldn't  get  a  decent  burrito, 
and  there  weren't  many  revival  thea- 
ters. As  a  kid  in  Los  Angeles,  I  used  to 
go  with  my  dad  and  two  brothers  to 
the  funky  old  Fox  Theater  in  Venice, 
where  we'd  see  vintage  Popeye  and  Bet- 
ty Boop  cartoons,  along  with  the  occa- 
sional Marx  Brothers  comedy. 


ACTRESS  MILES: 
GOT  AN  IDEA  OF 


But  I  really  became  a  classic-movie 
hound  after  college,  when  I  lived  for 
several  years  in  Palo  Alto,  Calif.,  home 
of  the  Stanford  Theater.  Until  1989,  the 
Stanford  had  been  just  another  has-been 
downtown  movie  house,  slated  to  be 
razed.  Then  David  W.  Packard,  son  of 
the  computer-giant  co-founder  and  him- 
self a  classic-movie  convert,  bought  the 
theater  and  spared  no  expense  restoring 
it  to  its  original  Art  Deco  splendor. 
From  old  photographs,  he  painstakingly 
recreated  the  elaborate  ceiling  murals 
and  had  them  painted  by  the  son  of  the 
original  artisan.  He  found  old  molds  of 
the  original  Spanish-style  tiles  and  used 
them  in  the  fountains  and  stairways.  I'd 
often  take  in  a  flick  on  weeknights— 
Queen  Christina,  say,  or  The  Maltese  Fal- 
eon— and  he'd  be  there, 
sitting  quietly  in  the 
dark  shadows  of  the 
balcony. 

DREAM   FACTOR.  Roy 

Ennacheril,  the  savior 
of  the  Thalia,  lacks 
Packard's  millions,  but 
he  is  determined  to 
try  and  make  a  go  of 
this  foray  into  ex- 
hibitorship.  When  he 
first  immigrated  to  the 
U.  S.  from  India  in 
1973,  he  worked  in  a 
hardware  store  across 
the  street  from  the 
Thalia.  He  and  his  son 
spent  many  an  after- 
noon there,  he  says. 
Both  were  upset  when 
it  was  boarded  up  and 
left  derelict.  Ennache- 
ril kept  the  idea  of  reopening  the  place 
in  the  back  of  his  mind  as  he  started  his 
own  real-estate-development  business 
and  watched  it  grow.  Now,  he  leases  the 
Thalia  from  the  developer  that  owns  it. 

He  poured  more  than  $150,000  into 
cleaning  up  the  Thalia  and  is  relying  on 
its  venerable  reputation— and  neighbor- 
hood regulars— to  keep  it  open.  With  its 
mix  of  yuppies,  intellectuals,  and  senior 
citizens,  "you  can't  get  a  better  location 
for  a  revival  theater  than  the  Upper 
West  Side,"  says  Ennacheril. 

But  will  New  Yorkers  truly  support 
their  revival  houses  this  time?  Will  there 
soon  be  more?  "Let's  concentrate  on 
keeping  the  ones  that  are  already  open 
in  business,"  says  Sylvia  Miles.  "You 
don't  need  a  revival  theater  mi  every 
corner."  Perhaps  not.  But  you  need  a 
few  reliable  ones,  I  think.  They're  the 
stuff  that  dreams  are  made  of. 

JULIE  TILSNER 

Assistant  Editor  Tilsner  grew  up  about 
20  miles  away  from  the  "HOLLYWOOD" 
sign  in  Los  Angeles. 


"IF  YOU  HAVEN'T 
HISTORY..." 
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Being  torn  apart 

BY  WILD  ANIMALS. 


Being  boiled 
alive  in  acid. 


Talking  about 

DISABILITY  INSURANCE. 


( Most  people  would  choose  the  first  two.) 
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THE  PITFALLS 

OF  CLINTON'S  BUDGET  PLAN  

Reading  Paul  Craig  Roberts'  column 
is  a  pleasure.  His  latest  comments 
("Clinton's  budget  isn't  just  bad— it's  un- 
constitutional," Economic  Viewpoint, 
Aug.  30)  are  not  only  wise  but  include 
an  important  warning.  Yes,  the  "spend- 
ing cuts"  in  the  deficit-reduction  plan 
promise  to  cut  only  the  rate  of  growth 
in  new  spending,  mostly  after  1996,  add- 
ing apparently  $L1  trillion  to  $1.7  trillion 
to  the  national  debt  in  1994-98. 

But  I  agree  that  even  more  impor- 
tant is  the  retroactivity  of  taxes  the 
plan  mandates,  presenting  a  threat  of 
new  precedents.  The  media  certainly  did 
not  mention  much,  if  anything,  about 
this  during  the  budget  debate.  At  least 
this  important  information  has  been  ar- 
ticulated for  the  readers  of  BUSINESS 
WEEK. 

Fred  W.  Duenckel  III 
Tyler,  Tex. 

Paul  Craig  Roberts  writes:  "The 
House  Budget  Committee  estimates 
that  the  plan  will  add  $1.1  trillion  to  the 
national  debt  during  1994-98,  with  defi- 
cits averaging  $220  billion  a  year.  In 
contrast,  Reagan's  deficits  during  1981-88 
averaged  $167  billion."  The  Reagan  fig- 
ure should  be  corrected  for  inflation. 
The  adjusted  Reagan  average  should  be 
$227  billion. 

I  agree  with  Roberts  when  he  says: 
"Misinformation  is  rife  about  the  deficit 
reduction  in  Clinton's  plan."  Much  of  it  is 
due  to  writers  such  as  Roberts. 

Robert  Kahn 
Lafayette,  Calif. 

Contrary  to  the  opinion  of  Paul  Craig 
Roberts,  retroactive  tax  laws  are  not 
unconstitutional.  In  Calder  vs.  Bull 
( 1798),  the  Supreme  Court  held  that  the 
clauses  banning  ex  post  facto  laws  apply 
to  criminal  statutes,  not  civil  laws  such 
as  the  tax  code.  Writing  for  the  Court, 
Justices  Chase,  Patterson,  and  Iredell 
stated  that  "ex  post  facto"  was  a  techni- 
cal term  that,  since  before  the  Revolu- 
tion, had  come  to  apply  only  to  laws 
imposing  or  increasing  criminal  punish- 
ment. The  opinion  said  the  Constitu- 


tion's makers  must  have  "understood 
and  used  the  words  in  their  known  and 
appropriate  signification." 

If  Roberts'  claim  were  true,  how  could 
the  Court  allow  exceptions  for  tax  in- 
creases made  retroactive  "only"  to  the 
date  of  proposal?  Any  retroactive  crimi- 
nal law  is  unconstitutional.  If  the  same 
clauses  applied  to  taxes,  then  there 
would  be  no  exceptions. 

Notwithstanding  Roberts'  policy  ob- 
jections to  the  Clinton  economic  plan, 
the  Constitution  is  safe. 

Michael  J.  Griffin 
Oak  Park,  111. 

■Phree  cheers  for  Roberts'  column 
I  about  the  unconstitutional  Clinton 
budget  plan.  Republicans  and  other  op- 
ponents of  this  plan  should  make  haste, 
lest  we  lose  our  last  bastion  of  protec- 
tion against  retroactive  tax  laws  that 
will  confiscate  more  wealth. 

Donald  S.  Le  Vie  Jr. 
Austin,  Tex. 

IS  THE  BEST  PRICE 

FOR  A  NEW  CAR  THE  FAIREST? 

■  am  an  employee  of  a  small,  struggling 
I U.  S.  auto  dealer.  After  reading  your 
article  ("Car  buying  for  those  who  hate 
to  haggle,"  Personal  Business,  Aug.  30), 
I  feel  you  are  being  unfair  to  the  auto 
industry.  You  imply  that  a  good  deal  is 
one  that's  actually  below  dealer  invoice 
price— since  the  dealer  has  an  extra  3% 
profit  coming  from  the  manufacturer. 
What  industry  can  survive  on  a  less 
than  3%  profit  margin? 

In  this  tough  economy,  we  are  try- 
ing hard  to  win  back  the  customer.  Your 
story  perpetuates  the  idea  that  we  are 
trying  to  cheat  the  consumer. 

Geralyn  Colvil 
Staten  Island,  N.Y. 

■  enjoyed  your  article.  Sadly,  from  a 
I  Canadian  perspective,  it's  an  old  story: 
There  are  no  services  in  this  country 
such  as  those  described  in  your  article. 
We're  still  haggling  in  the  dark. 

But  I  think  I  have  found  a  way  out, 
one  I  can  recommend  to  your  readers: 
When  I  was  looking  for  an  Acura  Leg- 
end last  fall,  I  visited  a  single  dealer,  in 
a  location  convenient  for  me.  Then,  using 
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FOR  THE  SAME  LOW  P 
DELIVERS  WHAT  OT 


Two  superservers  strapped  together —  hoping  to  achieve  reliable  computing. 


LOW-PRICED  SUPERSERVERS'1 


If  01 


win 


*For  example:  Hewlett-Packard,"  SUN;M  IBM,"  DEC." 

UNIX  and  TUXEDO  are  registered  trademarks  of  UNIX  Systems  Laboratories,  Inc.  in  the  U.S.  and  other  countries. 
Tandem  is  a  registered  trademark  of  Tandem  Computers  Incorporated  in  the  U.S.  and  other  countries. 
Hewlett-Packard,  SUN,  IBM  and  DEC  are  trademarks  of  their  respective  companies. 


!E,  THE  NEW  TANDEM 

R  SERVERS  CAN'T. 


Tandem's  complete  parallel  solution  —  designed  for  reliable  computing. 


SAME  PRICE  AND: 

The  one-and-only  complete  parallel  solution  is  priced  the  same  as  two  superservers  with  comparable  performance. 

jOWEST  COST  OF  OWNERSHIP:  l/10th  THE  SUPPORT  COSTS  OF  OTHER  SERVERS. 

When  you  consider  day-to-day  operations,  the  cost-saving  advantages  of  Tandem"  servers  increase  rapidly  over  time. 

FAULT  TOLERANCE  FOR  FREE. 

't's  built  into  our  hardware  and  software  so  your  system  will  continue  to  operate  despite  the  failure  of  any  single  component. 

PERMANENT  AVAILABILITY. 

Tandem  servers  are  up  and  running  24  hours  a  day,  7  days  a  week,  so  you  can  meet  your  customers'  needs  around  the  clock. 

UNMATCHED  DATA  INTEGRITY. 

legardless  of  the  conditions,  all  the  information  in  your  Tandem  system  will  be  constantly  protected  from  loss  or  corruption. 

20,000:1  SCALABILITY. 

because  you  can  quickly  and  easily  expand  as  your  needs  grow,  there  is  virtually  no  application  too  big  for  a  Tandem  system. 

TRUE  RISC-BASED  PARALLEL  ARCHITECTURE. 

Mike  conventional  servers,  Tandem  systems  are  built  from  the  ground  up  to  deliver  all  the  advantages  of  parallel  architecture. 

UNIX®  PERSONALITY. 

And  the  only  fault-tolerant  parallel  system  which  will  run  TUXEDO? 

19  YEARS  OF  PROVEN  EXPERIENCE. 

Tandem  introduced  the  power  of  parallelism  for  commercial  applications  in  1974 — and  we've  been  building  on  it  ever  since. 


TANDEM 


To  find  out  how  to  get  real  reliability,  return  the  reply  card  or  call  1-800-959-2492,  xt.  612, 
for  a  free  copy  of  our  28-page  report  titled,  "Reliable  Computing  at  No  Price  Pre  tium." 


my  word  processor  and  the  yellow  pag- 
es, I  faxed  a  customized  letter  to  sales 
managers  at  the  12  Acura  dealers  in  the 
Toronto  region.  The  letter  began  with 
the  magic  words:  "I'm  looking  to  buy  a 
Legend  this  month."  It  set  out  my  trade- 
in  details.  I  asked  each  dealer  to  fax 
me  back  his  best  offer  and  told  him  I 
was  sending  the  same  request  to  all  his 
competitors. 

The  response  was  remarkable:  Only 
one  dealer  refused  to  respond.  All  others 
faxed  me  a  reply.  (I  deliberately  didn't 
give  my  phone  number  since  I  wanted 
offers  in  writing.) 

Finally,  I  returned  to  the  original  deal- 
er, and  told  him:  "Here's  all  the  informa- 
tion. You  can  look  at  the  faxes  if  you 
want.  Match  the  lowest  price,  and 
you've  got  a  deal."  And  he  did,  lopping 
$3,500  off  his  original  quote  in  order  to 
get  the  sale.  The  dealer  was,  frankly, 
astonished  at  what  I  had  done,  claiming 
never  to  have  seen  this  method  before. 

Spare  yourself  the  trouble,  and  shop 
by  fax. 

David  A.  Basskin 
Toronto 

THE  UNION  THREAT 

TO  A  STRONG  UPS  

■  'm  sure  happy  you  published  the  arti- 
Bcle  "In  the  line  of  fire  at  the  Team- 
sters" (Top  of  the  News,  Aug.  30)  about 
the  unions  and  United  Parcel  Service 
Inc. 

Union  leaders  are  up  to  their  old 
tricks:  trying  to  cripple  a  strong,  pro- 
gressive, competitive  business  that  pro- 
vides service  second  to  none.  I  deal  with 
common-carrier  trucking  firms,  which 
are  often  unionized  and,  worse,  under 
the  "control"  of  the  Interstate  Commerce 
Commission.  If  you  want  a  nightmare, 
have  a  unionized  work  force  overseen 
by  a  government  agency.  That  is  guaran- 
teed to  kill  any  business— and  drive  cus- 
tomers frantic. 

I  deal  with  UPS  almost  daily,  and  they 
are  efficient  and  competitive.  What  more 
can  one  ask  for  in  business? 

Donald  Bradley 
Plainfield,  N.  H. 


LET'S  NOT  MISS  THE  BOAT 

IN  NANOSCIENCE  

Every  so  often,  a  truly  breathtaking 
technical  development  happens.  "Win- 
dows on  the  world  of  atoms"  (Science 
&  Technology,  Aug.  30),  on  scanning 
probe  microscopes,  signaled  such  a  de- 
velopment. 

So-called  nanoscience  will  create  new 
markets  in  biosciences,  computers,  man- 
ufacturing, and  entertainment,  to  name  a 
few.  As  you  note,  Japan  has  already 


kicked  off  a  $250  million  atom-manipula- 
tion project.  What  are  we  doing,  as  a 
country,  to  nurture  American  competi- 
tors and  assure  a  sustainable  position 
for  ourselves?  What's  our  national  poli- 
cy? We  can't  miss  this  boat. 

Michael  L.  Holzer 
Westport,  Conn. 

NABISCO:  CHURN  OUT 

MORE  COOKIE  CAKES  

As  a  supermarket  owner,  I  was  both- 
ered by  a  comment  in  your  article 
"They're  not  crying  in  their  crackers  at 
Nabisco"  (The  Corporation,  Aug.  30).  It 
stated:  "Sales  of  Snack  Well's  Devil's 
Food  Cookie  Cakes  have  been  so  brisk 
that  supermarket  managers  can't  keep 
them  in  stock."  In  reality,  we  are  being 
rationed  to  one  case  (12  pieces)  a  week 
per  store. 

This  product  has  been  on  the  market 
for  almost  a  year,  and  Nabisco,  one  of 
the  world's  largest  food  companies,  has 
an  item  that  can  do  a  tremendous  vol- 
ume. But  the  company  is  unable  to  keep 
the  stores  adequately  supplied.  I  have 
been  told  by  a  company  source  that  Na- 
bisco had  only  one  oven  baking  this 
product. 

If  I  were  a  stockholder  in  RJR  Nabisco 
Holding  Corp.,  I  would  want  to  know 
why  this  particular  problem  has  not 
been  rectified. 

Fred  Paul 
Roslyn  Heights,  N.Y. 

Editor's  note:  Nabisco  says,  "Since  we 
introduced  SnackWell's  Devil's  Food  Cook- 
ie Cakes  one  year  ago,  demand  has  out- 
paced our  ability  to  bake  the  cookie.  As 
quickly  as  possible,  we  expanded  capacity 
at  the  South  Dakota  bakery  where  the 
cookies  are  made  and  have  substantially 
increased  output  in  just  over  a  year.  We 
didn't  realize  how  popular  the  cookie 
would  become.  SnackWell's  Devil's  Food 
is  a  difficult  cookie  to  produce,  requiring 
specialized  equipment  that  is  not  readily 
available. " 

TELECOMMUNICATIONS  NEEDS 

NEW  RULES,  NOT  NO  RULES  

While  now  is  the  time  for  a  rethink- 
ing of  telecommunications  regu- 
lation, that  does  not  mean  that  it's  time 
for  regulators  to  get  out  of  the  way  ("A 
level  field  for  telecom's  titans,"  Editori- 
als, Aug.  30).  The  telecommunications 
industry  is  currently  regulated  because 
it  is  considered  an  essential  service  and 
remains,  in  most  instances,  a  monopoly 
service. 

Contrary  to  what  you  suggest  in  your 
editorial,  states  have  been  actively  en- 
couraging the  development  of  a  mod- 


ern, efficient,  and  high-quality  ppi 
telecommunications  infrastructure 
promoting  competition.  For  exampl 
states  allow  at  least  partial  compep 
in  the  local  exchange. 

Simply  getting  regulators  out 
way  is  not  the  answer.  Competitio 
not  bring  immediate  and  uniform 
fits  to  all  consumers,  because  co 
tion  will  come  more  slowly  to  som 
as  and  services  than  others.  Accordjj 
states  have  been  pursuing  the  wisei 
responsible  policy  of  gradually  alti 
the  form  of  regulation  as  competl 
emerges.  Instant  deregulation  is  no  I 
answer. 

Michelle  HI 
Assistant  Diri 
Congressional  &  Public  Relal 
National  Association  of  Regulal 
Utility  Commissicl 
Washiri 

THE  SALES  FORCE 
DIDN'T  CREATE  THE  MESS  AT  DEC 

As  a  member  of  Digital  Equip*! 
Corp.'s  sales  force  for  the  past  pi 
years,  I  find  it  particularly  offerft 
that  we  as  a  group  continue  tJbi 
1  darned  for  the  problems  facing  this  I 
pany  ("Reveille  for  dec's  sleepy  m 
force,"  Information  Processing,  AugJ|l 
I  have  not  witnessed  any  Digital  sis 
people  sleeping  in  my  office.  WhatB 
see  is  a  group  of  extremely  dedicstt 
committed,  and  professional  indivicM 
trying  to  adjust  to  some  major  orgaRi 
tional  changes. 

The  sales  force  did  not  decide  onsh' 
technologies,  did  not  develop  the  rjci 
ucts,  or  even  get  to  design  the  mailt 
ing  campaigns.  Our  senior  manager*] 
is  out  of  touch  with  the  field.  How  ie 
one  sell  "Imagine,"  the  current  marp 
ing  theme  for  all  of  our  advertising 
don't  need  a  recipe,  but  we  need 
products  for  our  customers  to  buy. 
after  it's  sold,  we  need  systems  and  B 
pie  in  place  that  let  us  get  back  inl 
field  to  sell  instead  of  handholding  el 
single  order. 

We  deserve  to  be  treated  with  di m 
and  respect.  I'm  disappointed  that  rl 
agement  doesn't  understand  the  psy<! 
ogy  of  badgering  the  team.  I  was  tail 
you  can  get  a  horse  to  race  a  lot  fal 
with  some  sugar  than  you  can  by  bl 
ing  him  with  a  stick. 

Peggy  L.  Havl 
Sales  Represental 
Digital  Equipment  Ci 
Virginia  Beach,! 
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Letters  to  the  Editor  should  be  sent  to  Readers  Rfl 
Business  Week,  1221  Avenue  of  the  Americas,  ■ 
York,  N.  Y  10020.  Fax  (212)  512-4721.  All  ll 
must  include  an  address  and  daytime  and  evenincB 
phone  numbers  We  reserve  the  right  to  edit  letteH 
clarity  and  space. 
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MORNINGS  START  SLOWLY,  BUT  EARLY,  ON  KIAWAH, 

WITH  COFFEE  ON  THE  SIDE  PORCH  AND  THE  COMFORTING 
RUSTLINGS  OF  NEWSPAPER.  WE  MIGHT  BE  LAUGHING 
ABOUT  SOME  STORY  AN  OLD  FRIEND  TOLD  AT  SUPPER  LAST 
NIGHT  IN  CHARLESTON  OR  SETTING  UP  A  TEE  TIME  AT  THE 
OCEAN  COURSE.  MY  DAUGHTER  PERCHES  ON  THE  ARM  OF 
MY  CHAIR  SO  I  CAN  READ  HER  THE  FUNNIES,  UNTIL  HER 
BROTHERS  THUNDER  PAST  ON  THEIR  WAY  TO  BIKE  RIDES 
AND  CRABBING  AND  OCEAN  SWIMS.  BEFORE  SHE  LEAPS  UP 
TO  TAC  ALONG,  SHE  KISSES  ME  GOODBYE  AND  I  GIVE  HER 
MY  SQUEEZE  OF  THE  HAND  THAT  MEANS  I  LOVE  YOU, 
TOO.  THERE'S  A  LOT  OF  LOVE  IN  THIS  HOUSE  OF  OURS, 
LOVE  FOR  EACH  OTHER  AND  FOR  THIS  ISLAND  LIFE  WITH  A 
RHYTHM  AND  HEART  ALL  ITS  OWN. 


MAKE  YOUR  HOMt  ON  KIAWAH  ISLAND,  HOST  Of  I  HI  Hi  <i  /  RYDER  CUP,  WITH  FOl  R 
CHAMPIONSHIP  COURSES  B)  NIC  KLAUS.  PLAYER,  FAZIO  AND  DYE  CALl  1-800-27 7-7008 
OR  WRITE  TO  PO  BOX  12001,  (  HARLES  TON,  SOUTH  CAROLINA,  29422 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of 
this  property.  Void  where  prohibited  by  law.  A  Statement  and  Offering  Statement  has  been  filed  with  the  Department  of  State  of  the  State  of  New  York: 
The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that  the 
Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering.  A  copy  of  the  Offering  Statement  is  available,  upon  request,  from  the 
subdivider.  (NYA-92-37).  This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  Registration  does  not  constitute  an  endorsement  of 
the  merits  or  value  of  the  project.  Obtain  and  read  the  N.J.  Public  Offering  Statement  and  read  it  before  signing  anything.  (NJ  Reg  #89/15-175/1) 
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in  shipping. 

MMeresourcesotTheThoroughbred 
areattheteam'scommand.Theg 
msetintomotion,thenandthere, 
efrdentandeconomicd  combina- 
tions of  trains,  trucks,  warehousing 
and  just-in-time  systems.  They  do  it 
mrg  day  lor  customers  who  ship 
some  4,000  different  commodities. 

Because  tney  do  it  so  well,  tne 
bridges  they  build  are  lasting  ones. 
Whenyourbusinesscanprotitby 
connedingmthTheThoroughbred, 

just  call  any  Norfolk  Southern 
sales  office. 


NORFOLK 
SOUTHERN 
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BREAKING  THE  VICIOUS  CIRCLE:  TOWARD 
EFFECTIVE  RISK  REGULATION 

By  Stephen  Breyer 
Harvard  •  127pp  •  $22.95 

CLEANUP  SANITY 


I  n  this  slim  book,  U.S.  Appeals  Court 
I  Judge  Stephen  Breyer  tackles  one 
■  of  the  most  complex  of  policy  issues: 
how  to  regulate  substances  such  as 
Agent  Orange,  asbestos,  and  Alar  that 
create  public-health  risks.  The  book's 
strength  is  its  striking  simplicity. 

Breyer  takes  the  reader  by  the  hand 
through  what  he  calls  a  "vicious  circle"  of 
skewed  public  perception,  congressional 
reaction,  and  scientific  uncertainty  to 
show  why  the  I \  S.  has 
been  unable  to  balance 
the  cost  of  regulating 
substances  with  the  ben- 
efit of  protecting  the 
public.  To  begin,  people 
generally  react  emotion- 
ally, based  on  what  they 
perceive  as  dangerous— 
not  on  what  has  been 
proven  harmful.  Con- 
gress, in  turn,  reacts  to  those  who 
scream  loudest,  directing  agencies  to 
come  up  with  programs  to  protect  their 
constituents.  The  agency  staffs  then  try 
to  write  such  policies,  but  they  quickly 
discover  that  science  rarely  provides 
black-and-white  answers  about  the  dan- 
gers of  particular  substances. 

Instead  of  peppering  his  book  with 
discussions  of  PCBS  and  parts  per  trillion, 
Breyer  takes  a  common-sense  approach 
to  legal  and  scientific  fights.  Consider 
a  case  from  his  own  courtroom.  For  10 
years,  he  presided  over  a  battle  to  force 
the  cleanup  of  a  toxic  waste  dump  in  a 
New  Hampshire  wetland.  Near  the  end, 
alter  90%  of  the  pollution  had  been 
cleaned  up,  one  party  insisted  that  dirt 
be  burned  at  a  cost  of  $9.3  million. 
The  goal  was  to  make  the  area 
even  safer  for  children  who  might 
play  there.  Breyer  pierces  through 
legal  arguments  and  environmen- 
tal science  to  question  the  expendi- 
ture for  a  very  practical  reason: 
No  children  are  likely  to  play  in  a 
swamp. 

Breyer,  a  liberal  who  was  on 
President  Clinton's  short  list  for 
the  Supreme  Court,  sets  out  to  find  a 
way  to  avoid  this  sort  of  tunnel-vision 
expenditure.  He  is  dubious  about  such 
options  as  educating  the  public  about 
risk  assessment  or  generating  greater 
trust  in  experts  and  government  institu- 
tions. Instead,  Breyer  proposes  a  high- 


powered  federal  office,  insulated  from 
public  pressure,  whose  sole  mission 
would  be  to  make  these  tough  health- 
policy  decisions. 

But  it's  hard  to  imagine  an  office  so 
removed  from  politics,  especially  when, 
screaming  headlines  about  the  latest  en- 
vironmental scare  heighten  voters'  con- 
cerns about  the  safety  of  their  children 
and  their  homes.  Breyer' s  suggestion 
may  be  naive,  but  his  book  at  least 
gives  the  public  an  understandable  intro- 
duction to  the  complexity  of  regulating 
health  risks. 

BY  MARY  BETH  REGAN 


THE  FIRST  YEAR:  A  RETIREMENT  JOURNAL 

By  John  Mosedale 
Crown  •  244pp  •  $22 

AFTER  THE  RAT  RACE 


A 


couple  of  years  ago,  John 
Mosedale,  a  writer  for  the  CBS 
Evening  News,  noticed  that  fel- 
low workers  kept  getting  younger,  while 
he  was  running  the  risk  of  becoming 
"the  man  everybody  called  'Pops.'"  To 
avoid  such  ignominy,  he  retired,  but  de- 
cided to  keep  a  journal  of  how  he  occu- 
pied his  time.  The  good  news,  he  re- 
ports, is  that  life  still  exists  in  the 
uncharted  wasteland  of  retirement,  even 
though  one  might  have  to  sharpen  one's 
eyes  and  other  senses  to  live  it  fully. 

Mosedale  claims  his  retirement  prob- 
lems were  not  much  different  from  those 
of  a  punch-press  operator  or  a  police- 
man. But  after  a  life  in  the  pressure 
cooker  of  network-TV  news,  his  journal 
teems  with  references  to  "Walter,"  "Har- 
ry," "Andy,"  and  "Dan."  Retirement 
meant  withdrawing  cold  turkey  from 
the  "daily  adrenaline  shot  of  the  dead- 
line." He  was  helped  by  a  love  of  books, 
including  "an  obsession"  with  Shake- 
speare, listening  to  opera,  walking  the 
endlessly  varied  streets  of  Manhattan,  a 
Minnesota  summer  home,  his  .'50-year 
love  affair  with  his  wife, 
Betty,  and  a  generally 
tough-minded  skepticism 
toward  many  commonplac- 
es of  modern  life,  includ- 
ing TV,  which  he  says  "was 
more  fun  to  write  for  than 
watch." 

This  isn't  a  how-to-re- 
tire-happy manual,  an  idea 
Mosedale  rightly  scorns. 
But  it  contains  an  implied  message  that 
those  who  dread  retirement  might  pon- 
der: Make  every  day  count.  Regard  the 
familiar  with  fresh  awareness.  As  the 
poet  said,  make  it  new.  A  good  formula, 
not  just  for  retirement  but  for  life. 

BY  JACK  PATTERSON 


AN  INVENTED  LIFE:  REFLECTIONS  ON 
LEADERSHIP  AND  CHANGE 

By  Warren  Bennis 

Addison-Wesley  •  238pp  •  $22.95 

UP  FROM  T-GROUPS 


Few  observers  of  American  busir 
have  led  lives  as  interesting  as  t 
of  Warren  Bennis.  A  professor 
the  University  of  Southern  Californ 
business  school,  this  management  g 
has  lived  and  experienced  it  all— fi 
management's  infatuation  with  T-gro 
way  back  in  the  1950s  to  its  more  rec 
fascination  with  what  makes  for  g 
leadership  and  how  best  to  overhaul 
ganizations  to  foster  greater  efficie 
and  responsiveness. 

An  Inrvntvd  Life  brings  toget 
some  of  Bennis'  more  engaging  and  \ 
vocative  reflections.  They  range  fr 
his  191)0  essay  on  "The  Coming  Deatl 
Bureaucracy"  published  in  IBM's  in-ho 
magazine  (if  only  IBM's  senior  executi 
had  read  and  absorbed  his  ideas)  to 
1992  article  on  the  virtues  of  t'ede 
ism  and  its  application  to 
the  corporate  world. 

The  author  writes:  "I 
have  been  thinking  about 
leadership  almost  as  long 
as  I  have  been  thinking," 
and  indeed,  this  absorb- 
ing collection  shows  that 
Bennis  has  been  thinking 
hard  and  deep  for  many 
years.  A  good  many  of 
his  reflections  still  ring  true.  These 
elude  the  observations  that  Bennis  m; 
more  than  a  decade  ago  on  the  cry 
need  for  more  effective  and  more 
tive  corporate  boards  of  directors. 

To  be  sure,  this  book  is  filled  w 
lessons  yet  to  be  learned.  You'll  clea, 
understand  the  difference  betweei 
manager  and  a  leader  and  come  to 
preciate  the  difficulty  of  assuming 
latter  role.  "A  manager  administer 
writes  Bennis,  "the  leader  innovates; 
manager  maintains,  the  leader  develo 
the  manager  asks  how  and  when 
leader  asks  what  and  why;  the  manaj 
relies  on  control,  the  leader  inspi 
trust." 

In  sum,  this  book  is  an  entertain 
read  from  a  fascinating  person, 
blow-by-blow  account  of  how  Bennis  v 
recruited  and  turned  down  for  the  pr 
idency  of  Northwestern  University 
the  1970s  offers  a  humorous  peek  at 
ademic  life.  The  autobiographical  ske 
that  opens  the  book  compellingly  cha& 
the  life  of  a  true  thinker.  No  won( 
Bennis  is  still  worth  reading  and  thii 
ing  about. 

BY  JOHN  A.  BYR 
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iVidget  a  is  cheaper  than  Widget  b 
Widget  a  is  better  than  Widget  b 
Which  widget  would  you  choose? 
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VISA 
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doesn't  take  a  business  degree  to  test  the  mer- 
1  of  Visa  versus  American  Express.  All  you 
sed  is  the  right  information. 

To  begin,  let's  assume  that  a  payment  card's 
b  is  to  make  it  possible  for  customers  to  spend 
loney  at  your  establishment. 

Well,  Visa  offers  you  about 
six  times  more  card-carry- 
ing customers  than  AmEx. 
And  Visa  cardholders  have 
money  to  spend,  too.  In  fact, 
with  five  million  more  gold 
cardholders,  and  three  times  as 


/e  bring  you  affluent 
ustomers  at  a 
olume  discount. 


Choose  here: 

□  Make  more 

□  Make  less 


many  households  with  incomes 
over  $50,000,  Visa  makes  AmEx 
look  a  bit  less  golden. 

Visa  has  AmEx  beat  on  the  effi-  ultimately,  it's 
ciency  front  as  well.  Our  consider-  your  decislon- 
ably  faster  payment  schedule  gives  your  cash 
flow  a  shot  of  adrenaline. 

Meanwhile,  our  highly  tuned  processing  sys- 
tems help  keep  your  operations  calm. 

Since  Visa  is  better,  it  must  inevitably  cost 
more,  right?  You  know  the  answer  to  that  ques- 
tion already.  The  discount  rates  you  get  for  Visa 
are  substantially  lower  than  AmEx's. 

If  this  cost/benefit  equation  doesn't  make  sense 
to  you,  we'll  be  happy  to  show  you  some  ways  to 
set  it  right.  Just  call  us  at  1-800 -VIS A-311,  ext.  30. 

And  if  you'd  like  to  figure  out  exactly  how 
much  you  stand  to  save  by  promoting  Visa,  ask 
for  our  free  Profit  Improvement  Calculator.  That 
number,  again,  is  1-800-VISA-311,  ext.  30. 

This  concludes  our  little  business  quiz. 
You  not  only  chose  the  correct  widget,  but  you 
learned  an  important  lesson,  too:  The  easiest 
tests  aren't  always  multiple-choice. 


9Visa  U.SA.  Inc.  1993 


Sometimes  they're  obvious-choice. 


VISA 


IOE5 


Leveraging  i 


jjLyL.-  Opening  world  markets  takes  a  lot  more  than  wedging  your  foot  in  the  door.  To  cut  through 
the  babble  of  languages,  time  zones  and  regulations,  you  have  to  be  fast,  efficient  and  culturally  savvy. 

Which  is  how  R.K.  Donnelley  keeps  information  on  its  toes  all  over  the  planet. 

For  example,  we  can  translate  your  domestically-marketed  information,  tres  vite  (very  quickly). 
And  with  technology  like  demand  tax,  get  it  to  new  customers  worldwide  in  minutes,  not  days.  (Tres  bon!) 

Or,  by  using  our  foreign  production  facilities,  you  can  release  information  products  simultaneously 
around  the  world.  Each  facility  is  linked  through  a  digital  network.  So  you  can  control  things  from  home 


in  foreign  doors. 


and  still  protect  your  ideas  in  faraway  markets  by  getting  them  there  first. 

As  you  can  see,  at  R.R.  Donnelley,  we  do  a  lot  more  than  print  words  on  paper  these  days. 
We  can  take  your  information  and  target  it,  translate  it,  move  it  around  the  world,  customize  it, 
personalize  it.  give  it  more  impact,  make  it  interactive,  print  it,  compact  it,  CD-ROM  it,  floppy  disk  it, 


Thk  power  to  transform  information  into  opportunities 


The   Technology    Is  LCD. 
The    Technology    Leader    Is  Shar 


SharpVision4"  LCD  TV 

Incomparable  Picture  Quality 
You  Can  Enjoy  Anywhere 


I! 


SharpVision" 
LCD  Projection  System 

An  Unbelievable  200"  TA 
Picture  For  Any  Room. 


Touch  Screen  Wizaf 

he  Incredible  LCD  Scree 
Gives  You  A  Touch  Of  Genii  . 


At  Sharp,  we  don't  look  at       things  like  other  companies.  W< 
ilways  strived  to  create  products  that  are  both  innovative  and  friendly,  t 
the  leader  in  LCD  (Liquid  Crystal  Display),  the  technology  that's  mad( 
rof  these  thin  screens  possible,  we  take  that  ideal  to  a  new  level.  It's  all  at 
making  products  that  are  not  only  more  colorful  and  exciting,  but  significa 
useful.  Because  at  Sharp,  we  believe  that  true  innovation  is  defined  by  \ 
luch  a  product  improves  your  life.  How  enjoyable  it  is  to  use.  And  what  it  lets  yoi 
that  you  couldn't  do  before.  Sharp  LCD.  Bringing  you  much  more  than  you  ever  imagi 


SHARP  LCD 


You  Won't  Be  Able  To  Picture  Life  Without 

SHARI 

.  ^_  FROM  SHARP  MINDS 

LCD  COME  SHARP  PRODUC 

APPLIANCES  •  AUDIO  •  CALCULATORS  •  CAMCORDERS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  ORGANIZ 
FACSIMILE  •  LCD  PROJECTION  SYSTEMS  •  PRINTERS  •  TELEVISIONS  •  VCRs 

£  1993  Sharp  Electronics  Corporation.  Screen  Sizes  Measwed  Dagaially  Screen  Images  Simulated  Models  Shown  Clockwise  From  lop  Right:  VT.-HL  10XXJ  Camcorder.  OZ-9600  Touch  Screen  Wizard.  XV-H30U  LCD  Protection  System.  4M-T30U 
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BLUES:  THE  UNMAKING  OF  IBM 

3ul  Carroll 

*n  •  375pp  •  $24 


OW  GOLIATH 
(AS  HUMBLED 


i  Big  Blues,  Paul  Carroll  attempts 
,o  describe  how  and  why  IBM,  argu- 
ibly  the  most  successful  corporation 
ne  world  just  a  few  years  ago,  has 
n  as  hard  and  as  low  as  it  has.  He 
i  a  story  of  arrogance,  greed,  and 
edible  incompetence,  at  both  corpo- 
and  personal  levels.  And  he  names 
e  names  and  offers  more  direct  quo- 
ins than  any  book  to  date  about  IBM. 
he  book  is  sure  to  displease  a  good 
.ber  of  IBM  executives,  including  per- 
5  Louis  V.  Gerstner  Jr.,  the  compa- 
new  chairman  and  chief  executive. 
;r  all,  he  still  depends  heavily  on 
e  of  the  people  Car- 
portrays  as  "culturally 
locked,"  thick-headed, 
just  plain  lost  in  a 
changing  marketplace, 
might  wonder:  If  this 

the  caliber  of  its 
ers,  how  did  IBM  ever 
as  far  as  it  did?  Then 
n,  he  might  not:  Car- 

admittedly  relies 
vdly  on  outsiders— in 
•icular,  officials  of  Mi- 
oft  Corp.— for  this  de- 
ising  picture, 
arroll  spins  his  tale 
ind  the  rise  of  IBM's 
ous  personal  com  put- 
As  everyone  in  the 
ness  world  knows,  the 
PC  was  an  instant, 
e  success  from  its  1981  launch.  PCs 
;  IBM's  already  fat  profits  through 
roof  for  several  years  and  spawned  a 
-  subindustry— now  the  biggest  seg- 
it  of  the  computer  business.  Equally 
iliar  is  the  story,  central  to  this  book, 
low  Microsoft,  led  by  one  William 
Gates  III,  capitalized  on  IBM's  mis- 
>s  to  shape  the  industry  to  its  advan- 
\  and  grab  enormous  market  power, 
roll's  challenge  has  been  to  find  a 
e  compelling  and  perhaps  more  sce- 
route  through  this  well-trod  territory, 
i  many  ways,  he  succeeds.  Carroll 
tribes  the  past  15  tumultuous  years 
computer-industry  history  quite 
■oughly.  He  serves  up  enough  techni- 
detail  to  keep  the  informed  reader 
rested,  yet  he  doesn't  lard  on  ex- 
iive  jargon  that  might  turn  off  the 
litiated.  He  keeps  the  pages  turning 
l  a  stream  of  lively  anecdotes,  many 


of  which  will  be  new  even  to  those  who 
have  followed  IBM's  woes  for  years. 

Drawing  on  talks  with  scores  of  cur- 
rent and  former  iBMers  and  those  who 
have  done  business  with  them,  Carroll 
describes  a  cadre  of  top  IBM  executives 
who,  convinced  of  the  infallibility  of  Big 
Blue's  finely  tuned  management  sys- 
tems, fall  out  of  touch  with  the  market 
as  the  action  shifts  from  high-profit 
mainframes  to  commodity-like  desktop 
microcomputers.  Carroll  seems  to  relish 
describing  their  every  stumble— in  pric- 
ing, product  design,  layoff  policies,  you 
name  it.  IBM,  he  writes,  became  "like  a 


arroll  says  IBM 
got  to  be  "like  a 
music-publishing 
company  run  by 
deaf  people  " 
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music-publishing  company  run  by  deaf 
people." 

Juiciest  of  all  are  Carroll's  descrip- 
tions of  the  messy  encounters  between 
his  two  protagonists:  Gates  and  IBM's 
PC  chief,  James  A.  Cannavino.  Carroll 
portrays  the  former  as  a  near-genius, 
the  iBMer  as  a  somewhat  pathetic  wan- 
nabe. In  Carroll's  telling,  Gates  seems  to 
understand  the  PC  and  software  busi- 
nesses in  his  very  bones.  Cannavino, 
100%  a  product  of  IBM's  mainframe  es- 
tablishment, never  seems  to  comprehend 
the  extent  to  which  Big  Blues's  clout  is 
fading. 

As  Gates  outfoxes  him,  the  IBM  exec- 
utive becomes  more  and  more  flustered. 
During  negotiations  over  the  OS/2  oper- 
ating system,  which  IBM  engaged  Micro- 
soft to  co-develop,  Carroll  reports  that 
Cannavino  shouted  at  his  nemesis:  "You 
may  think  I'm  an  idiot,  but  I'm  not,  and 


I'm  not  going  to  let  you  make  me  look 
like  an  idiot  again." 

How  does  Carroll  know  Cannavino  ac- 
tually said  that?  Or  that  former  Chair- 
man and  CEO  John  F.  Akers  and  others 
really  felt  the  feelings  attributed  to 
them  on  page  after  page?  We  cannot 
be  sure,  for  Carroll  frequently  doesn't 
make  clear  who  his  sources  are.  And 
that's  a  problem:  The  tone  of  this  book 
overwhelmingly  favors  the  winners— Mi- 
crosoft and  the  other  companies  that 
got  rich  on  PCs.  Gates,  especially,  seems 
to  walk  on  water,  while  IBM's  doings 
come  in  for  mounting  sarcasm. 

Perhaps  that's  just  a  function  of  the 
circumstances  that  shaped  this  book's 
production.  In  his  forward,  Carroll  tells 
readers  that  IBM  declined  to  cooperate 
and  thanks  Microsoft  officials  for  having 
"spent  days"  giving  him  their  view  of 
events.  They're  clearly  not  disinterested 
parties,  though.  Also,  judging  by  the 
book's  rather  shapeless  structure— the 
chapters  don't  even  have  clear  topics— 
Big  Blues  has  the  feel  of 
something  rushed  into 
print  to  tap  current  inter- 
est in  IBM  and  Gerstner's 
predicament. 

With  more  time,  Car- 
roll might  have  fleshed 
out  some  important 
themes.  He  rather  grand- 
ly presents  his  tale  as  "a 
sort  of  Greek  tragedy," 
implying  he'll  uncover 
some  universal  truths  in 
the  decline  of  a  computer 
company.  And  he  says, 
promisingly,  that  "IBM's 
troubles . . .  raise  questions 
about  whether  big  com- 
panies can  work  any- 
more." Unfortunately,  the 
book  has  ended  up  read- 
ing like  a  very  long  newspaper  article, 
crammed  with  every  tidbit  this  Wall 
Street  Journal  reporter  could  find  and 
missing  no  opportunity  for  overdrawn 
irony  or  melodrama.  Indeed,  Carroll's 
final  chapter  begins  with  the  gruesome 
and  quite  gratuitous  description  of  an 
IBM  employee's  attempted  suicide- 
prompted,  she  tells  Carroll,  by  the  in- 
creasingly corrosive  atmosphere  at  the 
company  she'd  felt  such  loyalty  for. 

Carroll  also  falls  short  in  making 
sense  of  IBM's  travails.  He  never  actual- 
ly considers  what  lessons  they  hold  for 
other  companies,  or  for  the  nation  as  a 
whole.  And  by  focusing  so  heavily  on 
IBM's  $10  billion  PC  business,  he  makes  it 
seem  as  if  its  problems  alone  explain 
the  company's  current  mess.  In  fact, 
IBM's  biggest  problems  are  in  its  $30 
billion  mainframe  business. 

Still,  Big  Blues  will  definitely  be  en- 


BUSINESS  WEEK/SEPTEMBER  20,  1993  11 


Unfortunately,  a  hole  in  the  ozone  layer  may 
be  coming  to  a  town  near  you. 


Dangerous  rays  from  outer  space  are  invading 
the  earth.  Holes  in  the  ozone  layer  allow  dangerous 
rays  to  slip  through  the  earth's  protective  shell. 
These  rays  have  been  linked  to  many  potential 
environmental  and  health  hazards.  And  if  you  think 
these  holes  are  just  over  the  South  Pole,  you're 
wrong.  They  may  be  forming  right  over  your  head. 

That's  why  Matsushita  has  developed  a 
sophisticated  ozone  sensor,  called  the  Improved 
Limb  Atmospheric  Spectrometer  (ILAS),  proposed 
and  requisitioned  by  the  Japan  Environment  Agency. 
It  will  yield  extremely  precise  data,  because 
it's  the  first  satellite-mounted  sensor  that  can 
simultaneously  measure  concentration,  temperature 
and  pressure  in  the  ozone  layer.  It's  also  the  first 
sensor  with  a  thermal  detector  that  does  not  require 
a  cooling  system.  The  Matsushita  Ozone  Sensor 
will  be  mounted  on  the  Advanced  Earth  Observing 
Satellite  to  be  launched  by  the  National  Space 
Development  Agency  of  Japan. 

Matsushita  is  hard  at  work  phasing  out  the  use 
of  CFCs  from  manufacturing  processes.  And  when 
the  sensor  begins  its  work,  it  will  help  identify  other 
hazards  to  the  ozone  layer.  At  Matsushita,  we're 
not  only  concerned  about  our  products,  we're 
concerned  about  our  planet. 


Matsushita  Electric 

Panasonic  Technics  duasar 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn.  IL  60138 
FAX  (708)  690-0565 


"I'm  a  vice  president  because  /  sold  22,000  gizmos 
this  year,  How'd  you  become  a  v.p.?" 


"I  made  a  great  deal  on  the  200,000 
gizmos  you  duin  t  sell  last  i/eai 


Excess  inventory  today,.. student  opportunity  tomorrow 


1 

tertaining  for  many  readers,  in  anJ 
of  the  computer  industry.  Don't  ta 
too  seriously— you  can't.  And  stay  tj 
The  story  of  IBM  ain't  half  over. 

BY  JOHN  W.  V 
Verity  is  BUSINESS  week's  Inform 
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WORKERS:  AN  ARCHAEOLOGY  OF  THI 
INDUSTRIAL  AGE 

By  Sebastiao  Salgado 
Aperture  •  400pp  •  $100 

IIADIt  1  ADAD 

■  s  large-scale  manual  labor,  th< 
1  gine  of  progress  for  millennia,  ; 
1  end?  To  produce  Workers:  At, 
chaeology  of  the  Industrial  Age,  Bra: 
photojournalist  Sebastiao  Salgado  s 
six  years  traveling  the  globe,  docur 
ing  an  increasingly  rare  sight:  hui 
pooling  their  strength  to  accom 
feats  of  industry,  engineering,  and 
struction,  largely  under  the  condi 
such  work  has  been  done  for  centu 

Throughout,  the  workers  are  dw; 
by  their  projects,  a  contrast  that 
nifies  their  collective  accomplishm 
And  whether  it's  Indonesians  clin 
into  a  volcano  to  gather  sulfur  or  v 
Indian  women,  with  children  in 
working  as  masons  on  the  world's 
est  canal,  Salgado's  workers  share 
expression:  fatigue,  mixed  with  a  1 
resignation.  Sometimes,  though,  w< 
joy— on  the  face  of  a  Sicilian  fishei 
pulling  in  his  tuna  net,  or  in  the  ex 
sions  of  French  and  British  worker: 
ebrating  the  boring  of  a  tunnel  lir 
their  two  nations. 

In  the  introduction,  Salgado  call 
book  "a  visual  archaeology"  of  "a 
when  men  and  women  at  work 
their  hands  provided  the  central  a> 
the  world."  Although  often  ident 
with  leftist  causes,  the  author  says 
prisingly  little  about  exploitation.  I 
er,  he  celebrates  the  subjects  of  hi; 
black-and-white  photographs,  portrE 
them  with  reverence  and  affection. 

Salgado  does  ruminate  on  just 
far  removed  his  Third  World  wor 
are  from  the  prosperous  markets  w 
their  products  are  sold.  In  one  in 
peasants  on  the  French  island  of 
union  in  the  Indian  Ocean  work 
large  vat,  crushing  vetiver  roots 
their  feet.  The  aromatic  extracts 
wind  up  in  costly  perfume.  "These  1 
foot  Frenchmen  will  never  be  abl 
buy  the  result  of  their  labor,"  Sal 
notes.  In  all  likelihood,  they  will 
never  be  able  to  buy  Salgado's  exqu 
ly  produced  book,  priced  at  $100. 

BY  ELIZABETH 
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SALUTES 
ANOTHER 


For  the  post  seventeen  yeors, 
Business  Week  has  recognized 
outstanding  leadership  in  the 
truck  industry  by  conferring  the 
Truck  Dealer  of  the  Year  Award. 
We  do  this  in  association  with 
the  American  Truck  Dealers,  a 
division  of  the  National 
Automobile  Dealers  Association. 
This  year  we  are  honoring 
Walter  R.  Fyda  of  Fyda,  Inc.  in 


Columbus,  OH.  Mr.  Fyda  was 
chosen  by  a  team  of  judges 
from  the  Indiana  University 
Graduate  School  of  Business  in 
recognition  of  industry 
excellence  and  exemplary 
community  service. 
Business  Week  proudly  salutes 
Mr.  Walter  R.  Fyda,  the  1993 
Business  Week/ATD  Truck 
Dealer  of  the  Year. 


wliy  PowerBook 
is  popular  with  people  in  DECne 
NetWare  and  TCP/IP 


Help  is  near.  Apple's,  toll-free 
repair  hotline  provides  access  to 
the  fastest  possible  service  any- 
where in  the  US.,  in  the  event 
of  any  type  of  problem. 


Easy  connections.  A  full  set 
oj  built-in  purls  allows  fast  con- 
nections to  printers,  scanners, 
modems,  hard  disks,  even  desk- 
lop  machines,  so  you  can  easily 
access  the  data  you  need. 


Preserves  investment* 

The  optional  PowerBool 
Companion"  tit  lets  Pom 
users  work  with  MS-DOi 
printers  and  monitors  ti 
already  own. 


Stands  out.  PowerBook 
mate.-,  it  comfortable  to 
work  even  m  the  tightest 
spaces,  which  is  one  reason 
why  it  was  named  best 
portable  at  COMDEX  for 
the  second  year  in  a  row. 


Fits  in.  PowerBook  is 
designed  to  help  you  get 
the  most  out  of  all  vour 
existing  desktop  equipment, 
im  lading  optical  drives, 
scanners,  external  hard 
drives  and  CD-ROM  drives 


Every  day,  more  and  more  peo- 
ple Hud  themselves  depending  on 
a  variety  of  computer  networks  for 
vital  day-to-day  information. 

Which  is  why  so  many  people 
find  themselves  depending  on 
Apple  PowerBook™ computers. 

PowerBook  makes  it  easy  for  people  to  tie 
in  to  the  most  popular  network  operating 
systems  to  access  databases,  e-mail  and  file 


servers.  Without  disrupting  the  way 
you  currently  conduct  your  business. 

That's  because  you  continue  to 
access  all  of  your  network  resources 
through  the  graphical  simplicity 
of  the  Macintosh  operating  system. 
With  products  such  as  Apple 
SNA-ps,"  Digital  PATHWORKS,"  Apple  MacTCP' 
and  Novell  NetWare,  PowerBook  easily  con- 
nects to  IBM  3270,  DOS  networks,  TCP/IP 


and  Digital  networking  environments 

And  with  a  PowerBook  and  Apple  Da 
Access  Language  software,  you  can  ever 
retrieve  information  residing  on  comput 
and  servers  in  IBM,  MS-DOS,  UNIX  or 
Digital  environments. 

Business  has  discovered  that  there's  i 
longer  any  reason  for  people  to  be  away  fr 
the  office  network.  With  a  PowerBook,  tl 
can  take  it  with  them  wherever  they  go 


•Industrial  Design  Heeellt  nee  town*,  Business  tn  I  Inn,  '  199 1  ©  M  >'  w*  ( ompuler,  Im  III  rgte  retermt  apple,  lie  Ippte  logo  IppUlalt  VmvUmk  l/ta  TCP  and  The  power  b  In-  vour  best"  are  registered  trademark  «/  tppk  iMnptrkr.  Im  I'mierHmk.  I'ouerU 
\,l\\.m- i^u  i,xi.lcic,l Innlcnnirt  nl  \„irll  Im  '  VttearegislereillraaemartaftlM\  SkIciii  Uilnmilnncs  Im  Tim  ml  «»■  created  using  Macintosh  ami 1'oiirrHtmk  personal  computers 


WhyPowerBook 
is  popular  with  people  in  Fargo, 
Boise  and  Fairbanks. 


Dramatic  presentations.  Out 

on  the  road.  Apple  QuickTime' 
software  makes  it  easy  for 
PowerBook  users  to  put  on  eye- 
catching displays  for  people  with 
video,  animation  and  sound. 


wer  to  fa*.  With  an 
i fax/ modem,  PowerBook 
i)k  send  and  receive  faxes 
|  anywhere  they  can  find 
'  outlet. 


e  access.  Using 
Ik"  Remote  Access  and 
mat  modem,  users  can 
ith  their  desktop  am- 
is if  the)'  were  at  their 
-  with  complete  access 
servers  and  printers. 


Award-winning.  Its  buill-m 
palm  rest  and  centered  track- 
hall  are  just  two  reasons  why 
PowerBook  has  twice  been 
named  a  Gold  Medal  winner 
in  Business  Vifeek  magazine's 
annual  Industrial  Design 
Excellence  Awards'. 


Perfectly  compatible.  With  the 
optional  PouierBook/DOS 
Companion,  PowerBook  works 
with  floppy  disks,  pies,  printers 
and  monitors  from  the  MS-DOS 
and  Windows  worlds 


Options.  There  are  a  variety  of 
PowerBook  models  to  choose  from, 
including  PowerBook  Duo'models 
that  can  easily  be  turned  into 
expandable  desktop  computers. 


ient  offices,  branch  offices,  temporary 
1  home  offices,  foreign  offices.  With  all 
laces  business  can  take  people,  it's  no 
er  so  many  people  are  taking  PowerBook 
luters  with  them. 

herever  they  go,  PowerBook  helps  peo- 
ay  productive  and  stay  connected.  That's 
jse  it's  much  more  than  a  miniature 
;op  computer  -  it's  the  only  notebook 
tuter  really  designed  for  the  way  people 


work  outside  the  confines  of  the  office. 

Out  in  the  world, your  people  need  24-hour 
access  to  resources.  So  PowerBook  makes  it 
easy  for  them  to  tie  in  to  the  company  network 
or  use  their  desktop  computers  as  if  they  were 
right  at  their  desks. 

People  can't  be  distracted  by  technical  prob- 
lems when  support  is  hard  to  find  -  at  35,000 
feet,  for  example.  As  an  integrated  system 
of  hardware  and  software,  PowerBook  offers 


ease  of  use,  stability  and  reliability  unmatched 
by  other  notebooks. 

And  people  need  compatibility  in  all  the 
offices  they  visit,  so  PowerBook  is  built  to  fit 
in  with  both  Macintosh  and  MS-DOS  systems. 

For  people  who  need  to  get  work  done  at 
different  times  in  different  places,  it's  the  most 
important  power  there  is.  The  power  to  fit  a 
in  no  matter  where  you  go. 
The  power  to  be  your  best. 


Apple 
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iconomic  Viewpoint 


SEEING  THROUGH 
NAFTA'S  NEW  CLOTHES 


BY  ROBERT  KUTTNER 


As  Mexico  becomes 
an  adjunct  to  the 
U.S.  economy, 
its  low-wage 
drag  on 
prosperity 
will  become  a  drag 
on  our  own 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  Of  LAISSEZ-FAIRE 


To  oppose  the  North  American  Free  Trade 
Agreement  (NAFTA)  is  to  be  labeled  pro- 
tectionist, jingoist,  apologist  for  declining 
U.  S.  industries,  as  well  as  callously  indifferent 
to  Mexico's  poverty.  I  am  none  of  these. 
Mather,  my  case  against  NAFTA  is  Keynesian. 

Ke\  nesian  economics  holds  that  total  pur- 
chasing power  (aggregate  demand)  needs  to 
roughly  balance  the  economy's  capacity  to  pro- 
duce; otherwise,  supply  exceeds  demand  and 
productive  potential  goes  unfulfilled.  To  have  a 
fiscal  and  monetary  policy,  not  to  mention  a  la- 
bor policy,  you  need  a  government.  But  North 
America  is  neither  a  country  nor  a  govern- 
ment. The  U.  S.,  Canada,  and  Mexico  have 
radically  different  laws,  living  standards,  and 
notions  of  what  is  minimally  decent.  By  pre- 
tending we  are  one  country,  we  risk  the  coun- 
try with  the  lowest  wages  and  the  fewest  la- 
lior  rights  and  environmental  protections 
getting  the  jobs. 

The  good  free-trader  replies  that  by  em- 
bracing open  trade,  we  stimulate  efficiency 
and  thereby  improve  those  very  conditions. 
But  the  recent  golden  age  of  growth  was  the 
post-World  War  II  boom— when  trade  was  en- 
cumbered by  relatively  high  tariffs  and  regu- 
latory barriers  that  sheltered  national  eco- 
nomic-development strategies.  There  was 
growing  global  commerce,  but  it  was  far  from 
free  trade.  The  advanced  nations  all  had  wages 
that  rose  with  productivity,  completing  the 
Keynesian  virtuous  circle.  Japan  and  Korea, 
the  growth  leaders,  were  among  the  most 
highly  protected.  Mexico,  with  state-owned 
and  heavily  regulated  industries,  enjoyed  an- 
nual growth  rates  in  excess  of  5%,  despite— or 
perhaps  because  of— economic  nationalism. 
FORCED  CONVERSION.  When  Mexico  abandoned 
its  economic  nationalism  in  the  early  1980s, 
it  was  not  because  the  policy  had  failed  or 
because  Mexican  leaders  had  suddenly  seen 
the  light.  It  was  because  excessive  foreign 
borrowing  based  on  mistaken  projections  of  oil 
prices— and  crushingly  high  interest  costs  im- 
posed by  Paul  A.  Volcker's  Federal  Reserve 
Board— suddenly  gave  the  U.  S.  leverage  to 
demand  that  Mexico's  leaders  become  con- 
verts to  free-market  policies. 

In  the  1980s,  Mexico's  real  wages  fell  by 
over  30%.  As  interest  rates  have  come  down, 
Mexico  has  begun  to  recover,  but  real  income 
is  still  well  below  its  1980  level.  Against  this 
history,  NAFTA  was  devised  as  a  reward  for 
Mexico's  forced  conversion  to  the  economic- 
theories  of  the  Reagan-Bush  era.  As  repentant 
free-marketers,  the  Mexicans  would  enjoy  pref- 
erential access  to  the  U.  S.  market. 

I  offer  this  revisionist  history  not  to  com- 
mend protectionism  but  to  suggest  that  the 


case  for  free  trade  is  exaggerated.  Extr! 
protectionism  is  surely  bad.  When  every  i 
tion  protects,  as  in  the  1930s,  the  world  e| 
omy  contracts.  But  far  more  important  tjjtr 
perfectly  free  trade  is  whether  nations 
the  world  system  are  pursuing  high-gro 
full-employment  policies. 
short-lived  boom.  Defenders  of  NAFTA 
claim  that  the  gains  of  freer  trade  wil 
roughly  symmetrical.  As  a  poor,  low-skill 
try,  Mexico  will  attract  low-skill  jobs,  lea 
better  ones  to  materialize  here.  But  as 
versity  of  California  at  Berkeley  resear 
Harley  Shaiken  has  shown,  there  is  a  hug 
vergence  between  Mexico's  rising  skills 
lagging  wages.  It  is  precisely  this  disp 
that  makes  relocation  there  so  attractive 
skilled  jobs  in  the  auto  and  electronics  in 
tries  move  south,  there  is  no  pressure  to 
Mexican  wages  because  of  its  massive  u 
ployment.  And  as  long  as  Mexico's  wage 
behind  its  productivity,  the  purchasing  p 
necessary  to  import  goods  from  the  U 
and  hence  to  provide  offsetting  U.  S.  jo 
will  lag,  too.  The  current  boom  in  expor 
U.  S.  capital  goods  to  Mexico  is  likely  t 
short-lived  as  Mexico  diversifies  its  suppl 

Henry  Ford's  insight  was  Keynesian 
smart  to  pay  employees  enough  to  en 
them  to  buy  the  products  they  make. 
Mexico's  auto  workers,  though  nearly  as 
ductive  as  their  U.  S.  counterparts,  are 
under  $2  an  hour  and  cannot  afford  to  bu 
cars  they  build.  As  wages  lag  behind  ou 
supply  outstrips  demand.  And  as  Mexico 
comes  an  adjunct  of  the  U.  S.  economy 
low-wage  drag  on  Mexico's  prosperity  bee 
a  drag  on  our  own. 

To  date,  there  is  one  useful  byprodu 
the  NAFTA  debate.  Last  month,  when  the 
posed  side  agreement  on  labor  standards  I 
shown  to  House  Majority  Leader  and  NM 
critic  Richard  A.  Gephardt  (D-Mo.),  he  | 
missed  it  as  window  dressing.  After  hi 
consultations,  Mexican  President  Carlos  Sa 
de  Gortari  offered  a  new  concession:  Mex 
wages  would  begin  rising  in  proportioi 
Mexican  productivity.  This  unenforce 
promise  introduces  a  Keynesian  test  into 
trade  debate. 

If  we  truly  wish  to  improve  living 
dards  in  Mexico,  it  is  not  smart  to  th 
away  our  own.  Rather,  we  might  gradiB 
liberalize  U.  S. -Mexico  trade  if  Mexican  wm 
and  conditions  rise  with  productivity.  Pl« 
note  that  this  Keynesian  case  against  NAFTJ 
rather  different  from  that  of  Ross  Perot, 
is  no  Keynesian.  Presumably  this  strange 
fellowship  embarrasses  Perot  as  much 
embarrasses  me. 
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ECONOMIC  VIE« 


Now  our  rates 
are  just  as  inviting 
as  our  hotels. 

Thanks  to  our  SureSaver  pro- 
gram, we  can  welcome  you  with  more 
than  just  a  billion  dollars  worth  of  new 
rooms,  lobbies  and  restaurants.  You'll 
also  rind  a  simpler  and  more  afford- 
able pricing  structure. 

In  addition,  we're  proud  to  offer 
AT&T  In-room  Long  Distance  Service 
for  all  your  AT&T  Calling  Card,  AT&T 
Universal  Card  and  operator-assisted 
calls  at  most  of  our  locations. 

Sure^Saver 
Business  Rates  5%-30°/o  off 


SureSaver     SureSaeer  SureSaver 
Business        14-Day  Weekend 
Location                               Rates     Advance  Rates  Rates 

Los  Angeles,  CA 

Sheraton  Grande 

$149 

$129 

$  89 

Los  Angeles,  CA 

Sheraton  Universal 

$135 

$125 

$109 

Los  Angeles,  CA 

Sheraton  Los  Angeles 
Airport 

$115 

$  79 

$  70 

Long  Beach,  CA 

Sheraton  Long  Beach 

$122 

$  79 

$  90 

Cerritos,  CA 

Sheraton  Cerritos 

$110 

$  90 

$  59 

City  of  Industry,  CA 

Sheraton  Industry  Hills 

$101 

$  85 

$  79 

Anaheim,  CA 

Sheraton  Anaheim 

$  95 

$  76 

$  79 

Santa  Monica,  CA 

Miramar  Sheraton 

$160 

$140 

$140 

Newport  Beach,  CA 

Sheraton  Newport  Beach 

$113 

$  90 

$  65 

San  Diego,  CA 

Sheraton  Grande 
Torrey  Pines 

$140 

$135 

$135 

San  Diego,  CA 

Sheraton  Harbor  Island 

$129 

$  89 

$109 

For  reservations,  call  your  travel 
professional  or  800-325-3535. 

SureSaver  rates  are  available  in  the  continental  U.S.,  the  Bahamas 
and  Canada.  Not  applicable  to  groups.  Subject  to  change  without 
notice  and  based  upon  availability  at  participating  properties.  Rates 
do  not  include  taxes  and  gratuities.  Some  restrictions  apply.  Kids  17 
and  under  stay  free  when  sharing  room  with  an  adult  using  existing 
bedding.  ©  1993  ITT  Sheraton  Corporation.  C 


ton  Gateway  Hotel,  Atla 


Helping  you  along  the  way." 


ITT 


Sheraton 


©/ 99i* Jukmon  Controls.  Inc.  yj/o 


HE  VENTILATION  IS 

ine,  but  we'd  work 

N  THE  COLD  ZONES 
IN  THE  LOBBY  AND 

or  th  -  facing  rooms. 


ARCHITECTURE  of 
ding  may  well  be  inspiring.  But 
lings  beneath  the  surface  that 
ir  attention. 

le  performance  of  your  heating, 
>n,  and  air  conditioning  compo- 
ie  efficiency  of  your  lighting, 
tiveness  of  your  fire  protection 
ling  security  systems, 
s  not  that  we  don't  admire  the 
oportions  of  a  well-designed 
We've  simply  learned  over  the 
:  the  way  a  building  works  is 


more  important  to  people  than  the  way 
it  looks.  That  nearly  any  building,  with 
the  right  kind  of  attention,  can  become  a 
comfortable  and  productive  environment. 

Which  is  why  we  work  to  improve 
the  total  operation  of  your  building  sys- 
tems. {Which  can,  incidentally,  result 
in  significant  cost  savings  over  the  life 
of  your  building.) 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment, 


since  the  costs  of  improving  the  efficiency 
of  the  mechanical,  electrical,  and  lighting 
systems  within  your  facility  can  often  be 
paid  for  by  the  savings  in  energy  usage. 
We  can  even  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we  know 
that  a  building  is  much  more  than  bricks, 
steel,  or  even  stone  columns. 

That's  why  we're  fully  committed 
to  improving  life  in  the  great  indoors. 

JQHNSON 
CONTROLS 


conomic  Trends 


i 


BY  GENE  KORETZ 


WHERE  AMERICA'S 
BOTTOM  LINE  MAY  BE 
SQUEEZED  OVERSEAS 


Everyone  knows  that  U.  S.  corpora- 
tions have  become  increasingly  glob- 
al in  their  operations— a  development 
that  has  increased  the  sensitivity  of  their 
bottom  lines  to  currency  shifts  and  for- 
eign economic  trends.  But  the  fastest 
growth  of  American  direct  investment 
abroad  hasn't  necessarily  been  in  areas 
one  might  suspect. 

"To  a  surprising  degree,"  says 
economist  Rosanne  M.  Cahn  of  First 
Boston  Corp.,  "U.  S.  corporations  seem 
to  prefer  to  form  direct-investment  ties 
in  the  more  stable,  developed  countries 
and  to  avoid  heavy  investment  in  the 
fast-growing  developing  world." 

Cahn  draws  this  conclusion  from  Com- 


THE  FOREIGN  CONNECTION: 

OVERSEAS  PROFITS  OF  U.S.  COMPANIES 
1991  SHARES 


CANADA  

5.0%  ~] 
MEXICO  <*.  • 

2.9% 


REST  OF  THE  WORLD 

4.6% 


DATA:  COMMERCE  DEPT  .  FIRST  BOSTON  CORP 


merce  Dept.  reports  on  foreign  profits  of 
U.  S.  companies  from  1982  to  1991,  the 
last  year  for  which  detailed  numbers 
are  available.  The  data  indicate  that 
such  profits— which  reflect  acquisitions  as 
well  as  expanded  subsidiary  operations- 
rose  at  a  compound  annual  rate  of  10.8% 
in  that  nine-year  period.  That's  almost 
twice  as  fast  as  domestic  profits  of  the 
same  U.  S.  multinationals. 

Foreign  profits  earned  in  Europe  were 
particularly  strong,  rising  at  a  16.6%  an- 
nual rate  in  dollars  (and  a  14.5%  pace  in 
European  currency  terms).  But  foreign 
profits  earned  outside  of  Europe,  Cana- 
da, and  Japan  grew  at  only  half  the  rate 
of  total  overseas  profits. 

Such  data,  says  Cahn,  suggest  that 
"as  recently  as  a  year  or  so  ago,  U.  S. 
companies  were  still  not  expanding  di- 
rect investment  outside  of  industrialized 
countries  with  any  conviction."  Appar- 


ently, their  primary  strategy  to  take  ad- 
vantage of  low  labor  costs  in  the  devel- 
oping world  is  still  focused  on  importing 
cheap  goods  made  by  local  companies. 

The  upshot  is  that  developed  coun- 
tries now  account  for  more  than  two- 
thirds  of  the  foreign  profits  of  U.  S'. 
companies.  And  Europe,  whose  share 
has  risen  from  43%  of  all  foreign  profits 
in  1982  to  just  over  60%  in  1991,  is  by 
far  the  area  of  deepest  concentration. 
Scanning  various  industries,  one  finds 
that  U.  S.  multinationals  in  oil,  drugs, 
soaps,  computers,  electronic  components, 
motor  vehicles,  tobacco,  advertising,  and 
data  processing  each  derived  at  least  a 
third  of  their  total  sales  from  foreign 
markets  in  1991. 

All  this  implies  that  the  multinationals 
could  take  a  sizable  hit  this  year.  Where- 
as their  foreign  operations  normally  con- 
tribute perhaps  30%  of  their  total  prof- 
its, the  foreign  share  jumped  to  over 
70%  in  1991,  as  the  U.  S.  recession  and 
huge  write-offs  ravaged  domestic  earn- 
ings. In  1993,  however,  the  deepening 
recession  in  much  of  Europe  combined 
with  weakening  European  currencies 
against  the  dollar  suggest  that  overseas 
profits  will  be  unusually  slim. 


ARE  CONSUMERS 
SPENDING  MORE  ON 
THE  WRONG  THINGS? 


Without  doubt,  consumer  spending 
has  been  one  of  the  economy's 
stronger  suits  this  year,  rising  by  $119.1 
billion,  or  a  4.8%  annual  pace,  since  De- 
cember. Economist  William  V.  Sullivan 
Jr.  of  Dean  Witter  Reynolds  Inc.  points 
out,  however,  that  the  spending  pickup 
has  been  "concentrated  in  categories  that 
give  little  promise  of  the  multiplier  ef- 
fects that  spurred  job  creation  and  in- 
come growth  in  past  expansions." 

For  one  thing,  Sullivan  points  out  that 
a  third  of  the  rise  was  spent  on  housing 
services  and  household  operations— areas 
that  were  dominated  by  a  big  jump  in 
the  "imputed"  rental  cost  of  owner-oc- 
cupied housing  and  by  higher  utility  bills 
for  electricity  and  natural  gas.  And  some 
27%  of  the  total  increase  went  for  med- 
ical care— mainly  higher  doctor  fees  and 
hospital  outlays,  which  seem  to  reflect 
continuing  high  medical-care  inflation. 

At  the  same  time,  Sullivan  notes,  the 
notion  that  auto  sales  are  roaring  ahead 
seems  highly  exaggerated.  Indeed,  per- 
sonal expenditures  on  new  cars  were 
actually  lower  in  July  than  last  Decem- 
ber, while  used-car  purchases  are  up  at 
only  a  3.8%  annual  rate— "and  used-car 
sales  do  far  less  for  the  economy  than 
spending  for  new  vehicles." 


"Unfortunately,"  says  Sullivan,  hf 
strongest  areas  of  consumer  spen.ng 
appear  to  be  either  those  over  wSp 
consumers  have  little  control,  sucla- 
medical  care  or  utility  bills,  or  tl* 
which  do  not  generate  large  job  ga;i 


DIVIDEND  INCOME  HELI 
CHASE  AWAY  THOSE 
FALLING-RATE  BLUES 


: 

at 


Whatever  the  benefits  of  falling! 
terest  rates  for  borrowers,  thm 
no  denying  that  the  household  sectxm- 
a  whole,  which  saves  more  than  it  jr 
rows,  has  been  taking  a  beating.  Ind|c 
net  interest  income  in  the  second  q|r 
ter  was  down  $45  billion,  or  nearly  U 
from  its  peak  in  late  1990. 

The  good  news,  says  economist  (r 
E.  Schlossberg  of  Wells  Fargo  Bai 
that  households'  dividend  income 
nally  taking  up  the  slack,  as  a  res 
rising  dividend  hikes  by  corpora' 
and  growing  household  equity  invfc 
ments.  Since  the  first  quarter  of  199£pi 
notes,  personal  dividend  income  a 
risen  12.5%,  or  $16  billion— enough  ch 
upswing  in  recent  quarters  to  more  m 
offset  the  drop  in  net  interest  incorl 
Not  everyone  is  benefiting  from  it 
development.  Schlossberg  notes  ■ 
older  households,  particularly  retiip 
remain  highly  dependent  on  interest 
come  and  tend  to  regard  equities  wit  : 
wary  eye.  "It's  the  baby  boomers  h 
are  probably  benefiting  most,"  he  SB 
"They're  more  heavily  invested  in  six! 
and  they're  now  getting  a  double  pa 
from  falling  rates  on  their  mortg;« 
and  rising  dividend  income." 


JOB  HOPES  WERE 
WILTING  AT 
SUMMER'S  END 


otwithstanding  the  confusing  h 
gust  employment  numbers  (111 
the  jobless  rate  and  payroll  employraa 
declined),  two  recent  reports  sug.B 
job  growth  will  stay  subdued.  ChaUei? 
Gray  Christmas  Inc.,  an  outplacena 
firm,  counted  nearly  47,000  planned  v 
porate  job  cuts  in  August.  That's  b 
second-highest  monthly  tally  of  la?l 
announcements  since  January. 

Meanwhile,  the  National  Federal 
of  Independent  Business  reports  thait 
small-business  optimism  index  in  J> 
gust  fell  back  to  recession  levels.  1» 
pectations  of  better  economic  conditn 
by  small  business  owners,  who  arce 
sponsible  for  all  of  the  job  growt  ii 
recent  years,  sagged  to  a  20-year  lcr. 
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WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL,  BE  GLAD 
WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  oj  international  business,  you  need 
all  the  leverage  you  can  get.  That's  why  AIG's  strength  and  stability  are  so  important.  We're  one  oj the  world's 
strongest  insurance  and  financial  services  organizations,  with  over  $13  billion  in  shareholders'  equity  and 
$17  billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  oj  profitability  is  unsurpassed 
in  the  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  The  AIG  Companies  have  the 
capacity  to  serve  your  needs  through  all  kinds  oj  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  DepL  A.  7<)  Pine  Street.  New  York.  NY  10270. 


IBM  Networking 
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Getting  all  the  beasts  to  behave 
takes  real  expertise. 

Computer  networks  come  in  many  different  species,  and  they  don't  always  get  along 
Conflicts  between  multivendor  networks  can  turn  your  business  into  a  real  zoo. 

Things  got  this  way  because  networking  standards  evolved  on  separate  paths  lor 
reaching  different  goals.  But  today's  goal,  especially  in  client/server  environments,  is* 


to  pull  things  together,  and  nobody  can  help  you  do  it  better  than  IBM.  We've  built 


me  networks  than  anyone  (over  200,000),  and  we've  built  all  kinds.  And  we  support 
the  leading  standards,  not  just  with  words,  but  with  solid  products  and  services. 
So  it  you  have  a  DEC  system  in  one  department,  Appletalk  in  another,  IBM 
eckout  lines  in  stores  and  a  supplier  with  UNIX  workstations,  we  can  make  them  a 
im.  And  we'll  not  only  integrate  your  networks,  we  can  help  you  manage  them,  too. 
For  the  future,  we  re  forming  alliances  with  many  of  our  competitors.  You  want 
xlucts  that  communicate  after  you  buy  them,  so  were  talking  to  each  other  now. 
Wed  also  like  to  hear  from  customers  like  you.  For  Caterpillar,  IBM  NetView"  is 
maging  fourteen  kinds  of  networks  as  if  they  were  one.  For  ADC  Telecom  munica- 
ms,  were  designing  a  network  of  IBM  mainframes,  PS/2s,  Macs  and  DEC  VAX's, 
lis  Sun"  and  HP  workstations,  using  such  diverse  protocols  as  TCP/IP,  SNA  and 
ipletalk,  over  Ethernet  and  Token-Ring. 

To  learn  more  about  how  we  can  help  you,  call  us  at  1  800  IBM -6676,  ext. 725. 


here's  never  been  a  better  time  to  do  business  with 
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The  1993  Business  Week 
Defense  Conversion  Roundtable 

Surviving  the  Peace:  The  Conversion  and  Realignment  of  the  Defense  Industry 

Date:  Tuesday,  November  30  and  Wednesday,  December  1 ,  1 993 
Place:  The  Regent  Beverly  Wilshire  Hotel,  Los  Angeles,  California 


Copyright  1993  McGraw-Hill.  In, 


Post  Cold  War. 

The  Russians  aren't  coming. 

Now  the  international  aerospace  and 
defense  industry  is  facing  its  greatest 
challenge  ever:  to  adapt. 

At  this  crucial  juncture,  Business  Week 
is  proud  to  host  the  1993  Defense 
Conversion  Roundtable  -  Surviving  the 
Peace:  The  Conversion  and  Realignment 
of  the  Defense  Industry.  For  senior 
executives,  this  conference  is  a  one-of- 
a-kind  opportunity  to  discuss  ideas, 
compare  strategies  and  meet  potential 
partners  for  the  massive  restructuring 
of  the  international  defense  sector. 


For  corporate  sponsors,  this  is  an 
opportunity  to  make  direct  contact 
with  industry  leaders.  And  do  more 
than  survive.  Thrive. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
information,  please  call  William  H. 
DeGraff,  Director  of  Sales,  Strategic 
Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 
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BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


IE  PERPLEXING  CASE 

F  THE  PLUMMETING  PAYROLLS 


:  GROWTH  STALLS 
IN  AUGUST 


f    M    A    M    J    J  U 


MONTHLY  CHANGE  IN  PAYROLLS 


(JONS  OF  WORKERS 

OA:  LABOR  DEPT.,  BUSINESS  WEEK 


(|he  August  report  on  the  U.  S.  labor  markets  was 
bad  news  for  the  economy.  Or  was  it?  The  headline 
grabber  was  a  loss  of  39,000  jobs  from  company 
oils,  compared  with  a  widely  expected  gain  of  140,000 
).  A  deeper  look  at  the  numbers,  however,  reveals  a 
jwhat  brighter  picture— one  that's  a  lot  less  worrisome 
bird-quarter  economic  growth. 

sspite  the  lower  job  total  in  August,  the  workweek 
ss  most  of  the  economy  rose,  as  did  hourly  earnings, 
the  unemployment  rate  continued  to  edge  down. 
,  the  Labor  Dept.  discovered  some  50,000  more  peo- 
it  work  in  July  than  first  reported,  lifting  that  month's 
to  211,000,  from  162,000  originally. 

Moreover,  the  government's 
survey  of  households,  which  is 
separate  from  its  payroll  head 
count  taken  from  businesses, 
showed  a  large  rise  in  the  labor 
force  in  August  and  an  even 
greater  gain  in  people  who  said 
they  had  found  work.  That  ex- 
plains the  downtick  in  the  jobless 
rate,  from  6.8%  to  6.7%,  the  low- 
est in  two  years. 

The  recent  downtrend  in  first- 
jobless  claims  suggests  that,  for  August  at  least,  the 
ehold  survey  tells  the  more  accurate  story.  The  week- 
/erage  of  new  filers  in  August  dropped  to  the  lowest 
1  in  any  month  during  the  past  four  years, 
a  balance,  the  claims  data,  the  downtrend  in  jobless- 
[,  the  contradictory  household  numbers,  and  the 
ngth  in  hours  and  earnings  suggest  that  the  August 
n  payrolls  probably  overstates  the  weakness  in  the  la- 
markets  and  that  payrolls  in  September  are  likely  to 
v  more  bounce  than  they  did  last  month. 

BOR  To  be  sure,  job  growth  during  this  re- 

ARKETS  covery  has  been  the  slowest  in  any  post- 
IOVE  war  upturn— a  result  that  has  injured  the 

tRATIC  national  psyche  (page  38).  But  one  char- 
ristic  of  the  labor  markets— and  of  the  recovery  gen- 
y— is  their  tendency  to  move  in  fits  and  starts  (chart), 
lat's  what  happened  in  March  and  June,  when  payroll 
s  slumped  to  26,000  and  43,000,  respectively.  Those  in- 
ses,  like  the  August  loss,  are  the  statistical  equivalent 
3  change.  But  sandwiched  around  those  months  were 
s  ranging  from  200,000  to  300,000.  The  economy  has 
irated  1.2  million  jobs  in  1993,  and  the  total  will  come 
3  to  2  million  by  yearend. 


That's  because  continued  gains  in  hours  worked  and 
take-home  pay  in  August  imply  that  the  economy  is  on  a 
firmer  footing  in  the  second  half  than  the  payroll  losses 
might  suggest.  The  U.  S.  workweek  rose  by  12  minutes 
last  month,  to  34.7  hours.  That  equaled  the  May  reading, 
which  was  the  longest  in  more  than  four  years. 

So  despite  the  August  job  losses,  total  hours  worked  by 
all  employees  rose  for  the  second  consecutive  month. 
That's  a  sign  that,  so  far  through  the  third  quarter,  eco- 
nomic activity  is  on  the  rise  and  that  the  economy  is  ca- 
pable of  posting  growth  of  3%  or  better  this  quarter. 

The  Federal  Reserve's  latest  summary  of  economic  ac- 
tivity from  its  12  regional  banks  across  the  nation  con- 
cludes that  the  economy  continued  to  grow  at  a  "slow  to 
moderate"  pace  in  late  July  and  early  August.  At  the 
same  time,  though,  the  report  noted  that  corporate  re- 
structurings, including  sizable  layoffs,  are  "taking  the 
bloom  off  employment  growth." 

FACTORY  Activity  in  the  struggling  manufacturing 
JOBS  ARE  sector  might  also  be  a  little  livelier  than 
AT  1965  the  job  numbers  imply.  The  Fed  reported 
LEVELS  that  production  and  sales  in  manufacturing 

were  increasing  in  many  regions. 

Factory  workers  have  borne  the  brunt  of  the  economy's 
job  losses  in  recent  years.  Since  1989,  manufacturing  has 
shed  1.8  million  workers,  nearly  800,000  since  the  recovery 
began,  including  an  additional  42,000  in  August.  Factory 
employment  is  now  the  lowest  since  1965,  and  manufac- 
turing's share  of  jobs  has  dwindled  to  only  16%,  down 
from  20%  in  1983  and  from  26%  in  1973. 

But  at  the  same  time,  the  fac- 
tory workweek  rose  by  six  min- 
utes last  month,  to  41.5  hours. 
That  equals  the  April  level, 
which  was  the  longest  in  27 
years.  And  factory  overtime 
jumped  from  4  hours  to  4.2 
hours,  the  most  overtime  in  the 
postwar  era.  So  in  August,  man- 
ufacturers appeared  to  be  lifting 
their  production  for  the  second 
consecutive  month,  even  as  they 
continued  to  hand  out  more  pink  slips. 

Another  sign  that  manufacturers  are  getting  busier  is 
the  July  increase  in  unfilled  orders  other  than  aircraft 
(chart).  While  new  bookings  for  aircraft  and  parts  ac- 
count for  less  than  3%  of  factory  orders,  unfilled  aircraft 
orders  make  up  more  than  40%  of  the  total  backlog.  The 


WHERE  THE  BACKLOG 
HAS  ST0PP5D  FALLIHG 
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UNFILLED  FACTORY  ORDERS 
EXCLUDING  AIRCRAFT 
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overall  backlog  has  been  in  a  steady  decline  this  year,  but 
excluding  aircraft,  unfilled  orders  rose  in  July. 

On  the  surface,  the  2.1%  drop  in  new  factory  orders  in 
July  looked  ominous.  It  was  the  largest  decline  in  a  year 
and  a  half.  However,  a  37%  plunge  in  bookings  for  aircraft 
and  parts,  which  had  soared  53%  in  June,  accounted  for 
two-thirds  of  the  month's  overall  loss. 

The  increase  in  unfilled  orders  other  than  aircraft,  com- 
bined with  longer  work  hours,  suggests  that  many  man- 
ufacturers are  seeing  firmer  demand  and  the  need  to  lift 
production.  If  so,  factory  job  losses  may  well  taper  off  in 
coming  months. 


WALLETS 
ARE 
FEELING 
FATTER 


WEEKLY  PAY 
HITS  A  NEW  HIGH... 


Another  positive  aspect  of  the  August 
job  report  was  its  implication  for  con- 
sumer income.  Last  month's  longer  work- 
week, combined  with  an  increase  in  hourly 
pay,  says  that  income  continues  to  rise,  laying  the  foun- 
dation for  further  gains  in  consumer  spending  and  giving 
consumers  the  financial  basis  to  expand  their  credit. 

Households  already  saw  their 
real  aftertax  incomes  grow  at  an 
annual  rate  of  5.9%  in  the  second 
quarter— much  faster  than  the 
3.2%  pace  of  real  consumer 
spending.  Excluding  a  sharp 
drop  in  farm  income  in  July,  re- 
flecting the  floods  in  the  Mid- 
west and  drought  in  the  South- 
east, real  income  started  the 
third  quarter  well  above  the  sec- 
ond-quarter level. 
In  August,  income  made  further  gains.  Average  hourly 
pay  for  production  and  nonsupervisory  workers  across 
the  economy  jumped  0.5%,  to  $10.87.  So  even  despite  the 
dip  in  payroll  employment,  the  higher  wage  rate  plus 
more  work  time  means  that  average  weekly  earnings 
rose  sharply,  by  1%,  to  a  record  level. 
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Even  though  the  yearly  pace  of  hourly  earnings  hsi 
slowed,  to  2.2%  in  the  third  quarter  from  2.3%  a  year  a^i 
the  growth  of  weekly  pay  has  actually  picked  up  sorf  ■ 
what.  In  fact,  this  year,  weekly  pay  has  risen  at  an  ann  J 
rate  of  4.5%— well  above  the  inflation  rate  (charts). 

Moreover,  hourly  service  pay  is  closing  the  gap  with  te 
higher  pay  of  manufacturing  jobs.  The  hourly  wage  raten 
the  private  service  sector  stood  at  $10.20  in  August,  cqji 
pared  with  $11.79  in  manufacturing.  And  excluding  rcJ-: 
tively  low-paying  jobs  in  retailing,  service  pay  averaal 
$11.38  last  month. 

Private  services  other  than  retailing  have  accounted  Irt 
close  to  80%  of  all  job  growth  during  the  past  year.  Tlta 
suggests  that  many  of  the  new  service-sector  jobs  that  & 
being  created  during  the  recovery  offer  pay  that  is  ^ 
creasingly  comparable  to  salaries  in  manufacturing. 

The  service  sector  has  created 
all  of  the  economy's  new  jobs 
this  year,  and  that's  the  reason 
August  employment  looked  so 
weak.  After  monthly  gains  aver- 
aging 180,000  through  July,  ser- 
vice-sector employment  managed 
only  a  15,000  increase  in  August. 
That  advance  is  so  far  off  the 
recent  trend  that  September  ser- 
vice jobs  seem  likely  to  bounce 
back  strongly. 

There  is  no  question  that  U.S.  workers  continue I 
bear  most  of  the  burden  of  this  frustratingly  slow 
covery,  as  companies  try  to  stay  competitive  both  t 
home  and  abroad  by  slimming  down,  cutting  costs,  and 
vesting  more  in  equipment  than  in  people  in  an  effort 
boost  productivity. 

However,  though  they  didn't  grab  the  headlines,  the 
tails  of  the  August  employment  report  imply  that  1< 
recovery  is  on  solid  ground  and  that  future  payroll  figu 
are  likely  to  look  much  stronger 
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THE  WEEK  AHEAD 


RETAIL  SALES 


Tuesday,  Sept.  14,  8:30  cu  m. 
Retail  sales  were  probably  unchanged 
in  August,  according  to  the  median  fore- 
cast of  economists  surveyed  by  mms  In- 
ternational, a  division  of  McGraw-Hill 
Inc.  Sales  rose  just  0.1%  in  July.  Ex- 
cluding weak  car  buying,  though,  Au- 
gust store  receipts  likely  rose  a  healthi- 
er 0.3%,  on  top  of  a  0.4%  gain  in  July. 

CONSUMER  PRICE  INDEX  

Tuesday,  Sept.  14,  8:30  cum. 
Consumer  prices  likely  edged  up  by  0.2% 
in  Augu.su  .liter  a  0.1%  increase  in  July. 
Excluding  food  and  energy,  prices  prob- 
ably rose  0.3%,  on  top  of  a  0.1%  rise  in 
July.  Housing  costs  likely  rebounded  last 


month,  after  registering  no  change  in 
July.  Apparel  prices  may  have  spiked 
higher  because  of  the  introduction  of 
back-to-school  clothing  in  August. 

BUSINESS  INVENTORIES  

Wednesday,  Sept.  15,  10  a.m. 
Manufacturers,  wholesalers,  and  retailers 
probably  added  little  to  their  inventories 
in  July,  after  a  0.2%  gain  in  June.  Fac- 
tories have  already  reported  no  change 
in  their  stock  levels  for  July.  Business 
sales  probably  fell  1.5%  in  July,  after 
rising  0.2%  in  June. 

MERCHANDISE  TRADE  DEFICIT  

Thursday,  Sept.  16,  8:30  am. 

The  mms  forecast  calls  for  the  trade 

deficit  to  come  down  only  slightly,  to 


$11  billion  in  July,  from  June's  shot- 
ingly  large  $12.1  billion.  Exports  are  : 
pected  to  increase  after  falling  3.3%r 
June.  Imports,  which  soared  5.3%t 
June,  were  probably  flat  in  July.  1( 
large  trade  gap  forecast  for  July  me:; 
that  foreign  trade  remains  a  problr 
for  the  U.  S.  economy. 

INDUSTRIAL  PRODUCTION  

Thursday,  Sept.  16,  9:15  a.m. 
Industrial  output  probably  rose  0.4%  I 
August,  after  advancing  0.3%  in  Jil 
Despite  factory  job  losses,  record  ov 
time  suggests  the  manufacturing  sect 
was  busy.  Also,  auto  makers  revved  F 
production  schedules  for  August.  Op" 
ating  rates  last  month  likely  rosec 
81.7%,  from  81.5%  in  July. 
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Global  Utilities: 
A  Powerful  Industry 


All  over  the  world,  many  underdeveloped 
countries  are  making  strides  as  they  move 
toward  free  market  economies.  As  a  country's 
standard  of  living  rises  so  does  its  demand  for 
electricity,  water  and  telephone  service. 

What  does  this  suggest  for  the  global  utilities 
market?  The  potential  for  capital  growth. 

What  does  this  suggest  to  you  as  an  investor? 
You  can  position  yourself  to  participate  in  this 
growth  potential  by  investing  in  the  Franklin 
Global  Utilities  Fund. 


The  fund  aims  for  capital  growth  and  current 
income  by  investing  in  the  securities  of  utility 
companies,  primarily  located  in  countries  with 
expanding  populations  and  fast-growing 


economies. 

Call  your  investment  advisor  or  Franklin  today 
for  more  information. 

1  -800-342-  FUND 
EXT  1583 


tThere  are  special  risk  considerations  associated  with  global  investing. 


Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  com-  Name  

plete  information  on  the  Franklin  Global  Utilities 
Fund,  including  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 


Address 


I  am  currently  a  Franklin  shareholder. 


City/State/Zip 


Daytime  Phone 


MEMBER   $99   BILLION   FRANKLIN/TEMPLETON  GROUP 


BWK93 
1583 


HEALTH  CARE  I 


BUSINESS  CAN'T 
HIDE  ITS  DOUBTS 

MANY  FEAR  CLINTON'S  HEALTH  PLAN  IS  BASED  ON  FALSE  ASSUMPTIONS 


8attered  by  years  of  relent- 
lessly rising  medical  costs, 
Corporate  America  has  been 
at  the  forefront  of  the  drive 
to  overhaul  the  nation's 
1th  system.  Now,  that  overhaul  has 
ved  in  the  outlines  of  a  sweeping 
health  plan  that  President  Clinton 
unveil  in  a  speech  to  the  nation  on 
:.  22.  But  the  details  of  Clinton's  re- 
n  have  some  executives 
ng,  "Can  we  get  a  second 
ion?" 

he  plan,  developed  under 
iry  Rodham  Clinton,  aims 
lend  two  hugely  ambitious 

seemingly  incompatible 
!s:  extending  health  insur- 
;  to  all  Americans  without 
or  new  taxes,  while  con- 
ing the  relentless  growth 
he  $900  billion  health-care 
Pay.  To  accomplish  this, 
scheme  calls  fo.-  wrench- 
changes  in  the  way  health 

is  financed  and  delivered, 
employers  would  be  re- 
ed to  pay  for  health  cov- 


savings  are  illusory,  because  the  as- 
sumptions are  crazy,"  says  an  Adminis- 
tration insider. 

Beyond  the  Potomac,  business  leaders 
have  fears  of  their  own — mostly,  that 
they'll  give  up  control  over  health-care 
benefits  without  gaining  control  over 
costs.  Companies  that  are  already  ag- 
gressively containing  costs  worry  that 
the  Clinton  approach  will  wrap  competi- 


Clinton's  plan  is 
breathtaking  in  its 
scope — but  some 
goals  may  be 
contradictory 


for  their  workers.  Every  Ameri- 
would  be  eligible  for  a  standard 
cage  of  benefits.  They  would  be  pur- 
sed through  massive,  state-run 
ilth  alliances"  that  would  use  their 
t  to  hammer  down  prices. 
1UEEZE?  Will  the  plan  work?  Politi- 
r,  the  blueprint  sounds  a  starting 

for  a  Congress  under 
sure  to  address  a  grow- 
source  of  insecurity  for 


ly  Americans.  But  few 
ide  experts  think  that  the 
tonites  can  slam  the 
:es  on  the  health  industry 
tout  economic  and  political 
)lash.  Economists  worry 
requiring  all  employers 
pay  for  insurance  will 
seze  some  500,000  low- 
e  workers  out  of  their 
.  The  potent  elderly  lobby 
taring  up  to  fight  the  $100 
>n  Medicare  cut  that  re- 
5  from  the  plan's  spending 
Insurers  warn  that  cost 
rols  will  cut  into  care, 
le  plan's  biggest  flaw  is 
lependence  on  a  heroic  as- 
iption  championed  by  top  White 
se  health  planner  Ira  C.  Magaziner: 
the  new  Clinton  scheme  can  slash 
double-digit  rate  of  increase  in  medi- 
spending  almost  in  half  in  the  first 
e  years  of  reform  (chart).  As  things 
d  now,  the  cobbled-together  Clinton 
I  itself  a  series  of  delicate  political 
budgetary  compromises,  isn't  capa- 
of  pulling  that  off.  "The  proposed 


tion  in  a  heavy  layer  of  regulation.  The 
plan  would  take  98%  of  all  companies 
out  of  the  benefits  business  and  turn 
70%  of  the  market  over  to  the  new  alli- 
ances. Business  fears  the  resulting  bu- 
reaucracies will  stifle  innovation.  "I'm 
not  sure  turning  the  system  upside 
down  is  the  way  to  fix  these  problems," 


pressures  that  had  been  building  ex- 
plode. In  the  interim,  doctors  and  hospi- 
tals may  be  forced  to  ration  services. 
Worse,  the  caps  are  coming  just  as  the 
Clinton  plan  calls  for  insurers  to  invest 
in  new  networks  of  health-care  provid- 
ers. "If  there  are  premium  caps,  no- 
body's going  to  win,"  warns  Lawrence 
P.  English,  president  of  CIGNA  Corp.'s 
Employee  Benefits  Div. 

The  White  House,  of 
course,  insists  its  strategy  is 
rock-solid.  The  Health  &  Hu- 
man Services  Dept.  on  Sept.  3 
put  the  health  plan  through 
its  100th  run  on  a  computer- 
ized model  of  the  medical 
economy,  to  calculate  the  im- 
pact of  the  plan's  hundreds  of 
proposals.  But  the  Adminis- 
tration isn't  publishing  those 
data  yet,  leaving  health  econo- 
mists to  puzzle  over  the  plan's 
contradictions.  Clintonites 
claim,  for  example,  that  no 
employer  will  pay  more  than 
8.5%  of  its  payroll  in  health 
premiums — and  that  many 


WISHFUL  THINKING? 


Projected  annual  change  in  health-care  spending,  with  c 
without  premium  caps  envisioned  by  the  Clinton  Admin- 
istration. The  Clinton  plan  would  take  effect  in  1997. 


ind 
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says  Edwin  Moore,  owner  of  Electric 
Metering  Co.  in  suburban  Chicago. 

If  competition  doesn't  shave  medical 
spending,  the  plan  has  a  backstop:  "pre- 
mium caps,"  which  would  limit  rises  in 
insurance  premiums.  But  price  controls 
have  a  dubious  track  record:  Companies 
typically  spend  more  time  beating  the 
price  ceilings  than  they  do  managing. 
And  when  the  controls  are  lifted,  cost 


will  pay  less.  But  Labor  Dept.  surveys 
show  that  big  businesses  already  pay 
9.9%  of  payroll — and  the  smallest  firms 
that  insure  pay  13.5%.  "Who's  going  to 
fill  the  gap?"  asks  William  S.  Custer, 
research  director  at  the  Employee  Bene- 
fit Research  Institute  in  Washington. 
in  shock.  Business  fears  that  it  will  be 
them.  Clinton's  promise  to 
rein  in  health  costs  will  help 
him  garner  support  from  big 
manufacturers,  such  as  Ford 
Motor  Co.,  which  are  bur- 
dened by  generous  benefits 
for  retirees  and  an  aging 
work  force.  But  small  employ- 
ers— toting  up  the  cost  of 
mandated  coverage — are  go- 
ing into  shock.  Stephen  E.  El- 
mont,  owner  of  the  upscale 
Boston  restaurant  Mirabelle, 
figures  the  cost  of  insuring 
his  30  employees  will  double 
even  if  small-business  premi- 
ums are  capped  at  3.5%  of 
payroll.  And  big  companies, 
especially  those  with  younger 
employees,  worry  that  they 
no  longer  will  benefit  from 
their  own  cost-containment  efforts.  "We 
don't  want  health-care  reform  to  inter- 
fere with  our  ability  to  manage  our 
costs,"  says  Ron  A.  Wyse,  benefits  di- 
rector at  Harris  Corp. 

Analysts  attempting  to  sort  out  the 
plan's  impact  are  stymied  by  its  sheer 
reach.  The  Clinton  blueprint  proposes  a 
basic  reorganization  of  the  U.  S.  health- 
care system.  The  goal:  to  bring  cost  con- 
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sciousness  to  a  market  that  has  long 
operated  on  the  idea  that  patients  should 
have  any  treatment  that's  available,  no 
matter  how  costly. 

Under  the  new  scheme,  workers  and 
their  families  would  no  longer  get  cover- 
age from  health  insurers  picked  by  their 
employers.  Instead,  they  would  choose 
their  own  health  plan — a  traditional  in- 
surance package,  a  preferred-provider 
network,  or  a  more  re- 
strictive health-mainte- 
nance organization — 
from  a  list  of  plans  certi- 
fied by  a  regional  health 
alliance.  While  each 
would  provide  the  same 
benefits,  the  prices  would 
differ.  Big  companies, 
those  with  more  than 
5,000  employees,  could 
run  their  own  "corporate 
alliances." 

To  cover  the  cost  of  in- 
surance for  all,  every  em- 
ployer would  be  required 
to  pay  80%  of  its  work- 
ers' premiums.  Since  85% 
of  the  37  million  unin- 
sured Americans  are 
workers  or  their  families, 
Clintonites  figure  this 
mandate  will  solve  the 


Few  outside 
experts  think  the 
Clintonites  can 
slam  the  brakes 

on  the  health 
industry  without 
political  as  well 
as  economic 
whiplash 


bulk  of  the  nation's  problem  of  uneven 
access  to  health  care.  Small  firms  and 
those  with  low-wage  workers  would  get 
subsidies  to  cap  their  costs.  The  $70  bil- 
lion tab  for  subsidies  would  be  financed 
in  two  ways.  A  hike  in  "sin  taxes"  on 
cigarettes  and  perhaps  alcohol  would 
yield  $16  billion  annually.  The  Adminis- 
tration's claimed  savings  from  Medicare 
and  Medicaid  would  fill  the  gap. 

Ideally,  the  new  health  plans  would 
compete  vigorously  to  offer  high-quality 


care  at  the  lowest  possible  premium.  To 
ensure  that  consumers  shop  on  price, 
the  Clinton  package  would  require  them 
to  pay  a  share  of  their  health  premi- 
ums— up  to  20'/'  if  they  choose  an  aver- 
age-price plan.  A  family  can  save  by 
picking  a  low-cost  plan.  That  should  en- 
courage more  Americans  to  enroll  in 
HMOs  and  PPOs,  which  typically  charge 
10%  to  20%  less  than  traditional  insur- 
ance, thanks  to  limits  on 
expensive  procedures. 

For  some  private  com- 
panies and  state  govern- 
ments, this  model  for  the 
health  market — known  as 
"managed  competition" — 
has  already  helped  slow 
medical  inflation  sharply. 
HMO  enrollment  among 
the  55,000  U.S.  employees 
of  Xerox  Corp.  leaped 
from  40%  in  1990  to  more 
than  60%  after  Xerox 
started  passing  the  extra 
costs  of  traditional  insur- 
ance on  to  workers.  The 
result:  While  Xerox  pro- 
jected that  its  $250  mil- 
lion health  bill  would 
climb  12%'  this  year,  it's 
only  rising  at  a  10%  rate. 
To  Magaziner,  that's 


proof  enough  that  nationwide  managed 
competition  will  rein  in  health  spending. 
Just  to  be  sure,  the  Administration  pro- 
poses some  regulatory  insurance.  As 
each  state  joins  the  system  from  1995  to 
1997,  a  new  National  Health  Board  in 
Washington  will  assign  its  regional  alli- 
ances a  target  average  premium.  If  in- 
surers and  HMOs  in  a  region  don't  match 
that  target,  the  alliance  will  have  broad 
powers  of  persuasion — including  the 
ability  to  lock  laggard  plans  out. 


Businesses  applaud  the  goal —  \i 
worry  about  the  Administrate  'j 
means.  Politically  appointed  health  m 
ances,  says  Xerox  health-care  mana  I 
Helen  Darling,  "could  be  a  nightmar  1 
another  Empire  Blue  Cross,"  the  sc  I 
dal-ridden  New  York  insurer.  E  I 
Ford's  director  of  insurance,  Robert  I 
Ozment,  frets  that  his  employer  coulc  I 
dwarfed  by  the  "brute  economic  pow  I 
of  massive  alliances.  The  danger:  Tr  I 
mega-purchasing  co-ops  could  negot  | 
such  discounts  that  the  health  pi 
would  have  to  shift  costs  onto  compaij 
that  manage  their  own  benefits. 
a  blitz.  These  fears  are  sure  to  in 
ence  lav/makers  worried  about  impos 
an  untested  system  on  one-seventh  ' 
the  U.  S.  economy.  Business  conce 


■ 


compound  the  White  House's  polit 
problems:  a  Congress  splintered  over 
best  way  to  overhaul  the  system  an 
public  that  harbors  deep  suspicion 
both  Clinton  and  his  abiding  faith  in  j 
ernment.  "Nobody  will  believe  him  w 
he  says  that  this  won't  cost  you,"  s  % 
Republican  pollster  Tony  Fabrizio 

To  help  sell  the  plan  to  a  wary  puljs 
the  Clintonites  will  unleash  a  sophisti 
ed  public-relations  blitz.  The  pitch: 
health  plan  offers  health  security 
better  benefits  at  lower  costs.  But  as 
public  begins  to  read  the  fine  print 
may   be  unwilling  to   make  requi  *r; 
trade-offs.  The  plan  may  tax  the  vj 
of  employer-paid  benefits — such  as 
tal  care — that  go  beyond  the  basic  b(| 
fits  package.  And  voters  may 
spooked  by  the  specter  of  reduced  qi 
ty  of  care  if  doctor  choice  is  curta 
and  medical  technology  is  rationed. 

The  White  House  must  also  ging 
navigate  a  fractious  Congress.  "I'd 
lying  if  I  didn't  tell  you  I  wasn't  won 
about  everyone,"  says  a  top  Clin 
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GOOD  FOR  BUSINESS? 
IT'S  NOT  THAT  EASY... 

The  Clinton  health- reform  plan  won't  mean  the 
same  thing  to  any  two  companies:  Some  will 
have  higher  costs,  some  richer  coverage,  others 
greater  risk.  Workers,  likewise,  may  either  gain 
or  lose  benefits,  and  some  will  pay  taxes  on 
perks  they  get  now  for  free.  Here's  how  three 
representatives  businesses  would  fare: 


BIG  METALBENDERS  IMC. 


JS 


►  Old-line  manufacturing 
company. 

►  1 0,000  workers,  average 
age  50,  and  many  retirees. 

►  Unions  have  won  rich 
health  benefits. 


BIG  WINNER 

Clinton  reforms  eventi 
cap  expenses  for  prinir 
medical  benefits  at  8.S 
less  of  payroll,  below  1 
MetalBenders'  current 
Premiums  won't  be  bci 
age  of  workers.  The  m 
government  may  takeW 
much  of  the  expense 
benefits. 


CAUTION  FLAGS  After  t 
period,  workers  will  b 
on  value  of  extra  ben 
such  as  dental  covera 
paid  by  Big  MetalBenf 
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THE  DOCTORS  DIDN'T  ALWAYS  AGREE 

Months  of  consultations  have  produced  a  cobbled-together  scheme 


URA  TYSON  She  warned 
t  the  package's  mandates 
i  controls  could  damage  a 
v-growth  economy 


HILLARY  CLINTON  She 

pushed  for  more  benefits — and 
even  succeeded  in  adding  some 
at  the  last  minute 


LLOYD  BENTSEN  The 

Treasury  Secretary  worried 
about  burdening  business — but 
his  views  did  not  prevail 


IRA  MAGAZINER  He 

believes  the  plan  can  slash  the 
double-digit  inflation  of  costs  in 
half  in  the  first  three  years 


2gist.  "I'm  worried  about  the  liber- 
ho  want  a  single-payer  system,  the 
rate  Democrats  who  don't  want  an 
)yer  mandate,  and  Republicans  who 
•efuse  to  give  us  a  victory." 
ssage  of  the  bill  by  next  spring,  as 
Administration  hopes,  will  require 
ng  a  centrist  alliance.  The  White 
e  needs  to  enlist  a  bloc  of  Republi- 
otes  to  offset  defections  from  liber- 
mocrats.  It  hopes  to  enlist  Minority 
er  Bob  Dole  of  Kansas  and  GOP 
rates  led  by  Senator  John  H.  Cha- 
f  Rhode  Island.  "I  look  forward  to 
g  down  with  the  White  House  to 
a  compromise,"  Chafee  says. 
:h  a  deal  may  well  solve  many  of 
iess's  concerns  with  the  Clinton  pro- 
.  Moderate  Democrats,  led  by  Rep- 
itatives  Jim  Cooper  (Tenn.)  and  Mi- 
A.  Andrews  (Tex.),  will  come  out 
their  own  version  of  managed  com- 


petition a  week  before  the  President's 
speech.  Their  legislation  would  let  more 
businesses  run  their  own  plans,  would 
eschew  premium  caps,  and  wouldn't  re- 
quire all  employers  to  finance  coverage. 
public  battles.  In  the  wake  of  the 
bloody  budget  battle,  Congress  also  may 
require  more  realistic  assumptions  about 
health  costs  to  guard  against  a  future 
raid  on  the  Treasury.  That  could  mean  a 
public  replay  of  the  internal  battles  over 
benefits  and  financing  already  waged 
within  the  Administration.  When  the  se- 
nior White  House  economists  got  their 
first  look  at  the  Magaziner  plan  last 
spring,  they  balked.  Treasury  Secretary 
Lloyd  Bentsen  opposed  cost  controls  and 
worried  about  burdening  business  with 
big  bills,  while  Council  of  Economic  Ad- 
visers Chair  Laura  D'Andrea  Tyson 
warned  that  the  package's  mandates  and 
controls  would  damage  a  slow-growth 


economy.  But  Hillary  Clinton  and  Maga- 
ziner prevailed — and  even  added  benefits 
at  the  last  minute. 

Whatever  the  disputes,  only  the  most 
jaded  in  Washington  doubt  that  some 
semblance  of  health-care  reform  will 
pass  before  the  1994  elections.  "For  the 
President,  this  is  a  must-do,"  says  Dem- 
ocratic pollster  Mark  Mellman.  "And  on 
Capitol  Hill,  nobody  wants  to  be  the  per- 
son that  stops  health-care  reform." 

The  final  legislation  may  well  resem- 
ble Clinton's  in  its  reliance  on  managed- 
care  networks  and  purchasing  alliances. 
But  business's  fears  of  regulation,  price 
lids,  and  political  control  of  the  health 
system  may  strip  the  final  product  of 
many  of  the  President's  notions.  The  re- 
sult could  be  an  Rx  for  health  care  that 
business  would  find  easier  to  swallow. 
By  Mike  McNatnee  a?id  Susan  B.  Garland 
in  Washington,  with  bureau  reports 


:US  COMPUTER  CO. 


ON-THE-BUTTON  BOUTIQUE 


>wing  computer  maker, 
workers,  average 
nd  no  retirees. 

's  use  cafeteria  plan 
rslth  benefits.  Corn- 
Is  wellness  center. 


LOSER 

Regional  health  alliance  will 
charge  Abacus  premiums 
based  on  average  medical 
costs  in  the  region,  so  the 
company  won't  get  a  price 
break  for  its  young,  healthy 
workers.  Workers  will  lose 
their  tax  breaks  for  cafeteria 
health  benefits,  and  the 
company  its  financial 
incentive  to  maintain 
wellness  programs. 

BRIGHT  SIDE  Workers  will  have 
more  choice  of  health  plans. 


►  Family-owned  dress  shop. 

►  1 0  employees,  most  of 
them  middle-aged  women. 

►  Owner  buys  family 
coverage  for  herself  and  a 
manager. 


LOSER 

The  Clinton  health  plan  will 
require  Onthe-Button's  owner 
to  pay  premiums  for  all  em- 
ployees, even  those  now  cov- 
ered on  their  spouses'  plans. 

BRIGHT  SIDE  Owner's  personal 
insurance  policy  will  probably 
cost  less  when  bought  through 
the  proposed  regional  health 
alliances.  Some  employees 
will  receive  coverage  for  the 
first  time. 
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Commentary /by  Mike  McNamee 


THREE  FIBS  THAT  WON'T  HELP  HEALTH  REFORM 


When  a  doctor  brandishing  a 
hypodermic  says  soothingly, 
"Now  this  won't  hurt  a  bit," 
an  anxious  child  isn't  fooled.  Any  kid 
who  has  had  shots  knows  better. 

Drs.  Hillary  and  Bill  Clinton 
suffer  a  similar  credibility 
problem  as  they  urge  their 
health-care  elixir  onto  a  wor- 
ried nation.  And  there's  ample 
basis  for  doubt.  Clinton's 
health  plan  employs  at  least  three 
lies — ranging  from  a  fib  to  a  whop- 
per— in  claiming  the  government's 
medicine  won't  sting: 
■  "Everyone  will  have  the  right  to 
choose  his  or  her  doctor."  The  Adminis- 
tration knows  nothing  will 
outrage  the  85%  of  Ameri- 
cans who  already  have  in- 
surance more  than  an  order 
to  change  physicians.  So  in  a 
sales  pitch  made  to  Con- 
gress in  late  August,  it 
pledges  to  "preserve  choice 
of  doctors"  and  slams  em- 
ployers for  doing  less:  "To 
cut  costs,  many  employers 
are  forcing  their  employees 
into  managed-care  plans — 
often  forcing  employees  to 
leave  their  doctor." 

But  how  does  Clinton  aim 
to  curb  costs?  Through 
health  maintenance  organi- 
zations and  provider  groups 
that  restrict  patients  to  doc- 
tors and  hospitals  within 
their  network.  The  plan  lets 
you  pick  and  choose  among 
networks.  But  if  Dad's  internist  and 
Mom's  ob/gyn  wind  up  in  different 
plans,  they  will  have  to  leave  one — or 
pay  a  stiff  price  to  keep  both. 

The  Clintonites  try  to  get  around 
that  by  requiring  each  geographic  re- 
gion to  offer  one  traditional  insurance 
plan  that  allows  patients  to  pick  their 
own  physicians.  In  the  early  years  of 
reform,  doctors  undoubtedly  will  flock 
to  these  plans  in  hopes  of  keeping  the 
unrestricted  practices — and  incomes — 
most  now  enjoy.  But  even  with  higher 
premiums,  such  plans  may 
not  last.  To  stay  competitive 
with  cost-cutting  managed 
care,  traditional  insurers 
will  have  to  adopt  ever- 
tighter  fee  schedules.  Fac- 
ing the  same  limited  income 


as  their  HMO  brethren,  and  lacking  a 
guaranteed  stream  of  patients,  doctors 
will  abandon  the  free-choice  plans. 

While  swearing  fealty  to  choice,  the 
Clintons  also  extoll  the  efficient,  high- 
quality  medicine  delivered  by 
managed  care.  Conveniently, 
they  ignore  the  contradiction 
that  the  care  comes  at  the  ex- 
pense of  restricting  patients' 
choice  of  doctors. 

■  "President  Clinton  doesn't  want  price- 
controls."  Headlines  recently  trumpet- 
ed the  news:  Clinton  had  rejected  calls 
for  fee  schedules  on  medicine.  Buried 
in  the  stories,  though,  was  a  troubling 
contradiction:  The  health  plan  still  calls 


for  "premium  caps,"  or  ceilings  on 
health  plans'  annual  fee  increases.  The 
caps,  in  effect,  will  limit  what  plans 
can  pay  doctors  and  hospitals.  "It's  a 
way  to  get  the  insurance  companies  to 
do  the  government's  dirty  work,"  says 
Ellen  Goldstein,  director  of  govern- 
ment relations  at  GE  Medical  Systems. 

Clintonites  won't  admit  it,  but  price 
controls  ;>.re  the  centerpiece  of  their 
health  plan.  Unless  the  caps  can  cut 
medical  inflation  from  10%  to  less  than 
6%  in  just  three  years,  the  President's 


THIS  WON'T  HURT  A  BIT 


(AND  OTHER  MISCONCEPTIONS  IN  THE  CLINTON  HEALTH  PLAN) 

Tin 


dream  of  health  care  for  all  with  n< 
taxes  only  for  the  few  falls  apart, 
the  White  House  is  going  to  build 
plan  around  controls,  premium  lim 
are  probably  the  least  harmful  versi 
to  use.  But  claiming  that  caps  are 
price  controls  won't  bolster  Wh 
House  credibility. 

■  "Our  system  depends  on  market  coi 

petition."  Senior  White  House  aid 
claim  the  premium  caps  won't  matt 
Why?  "We  think  the  markets  are  £ 
ing  to  beat  the  caps  by  quite  a  bi 
says  a  top  health  adviser. 

But  the  Clinton  plan  gives  mark< 
little  room  to  operate.  In  each  regie 
one  huge  buyer,  the  regional  hea! 

alliance,  will  represent  7( 
of  consumers,  calculates  t 
Employee  Benefit  Resear 
Institute.  Alliances  will 
quasi-governmental  bure; 
cracies,  politically  appoint 
and  empowered  to  for 
down  insurance  premiui 
and  doctor's  fees. 

The  result,  many  fe 
could  be  more  concent: 
tion — and  less  competition 
among  both  buyers  and  s< 
ers  of  health  care.  "It's  he 
ful  to  have  vigorous  custo 
ers.  It's  not  clear  h< 
vigorous  alliances  wot 
be,"  says  Dr.  John  M.  Li 
den,  corporate  medical  dir 
tor  of  the  Harvard  Comn 
nity  Health  Plan,  a  big  H) 
in  Boston.  Clinton's  plan  1< 
only  the  1,000  largest  co 
panies  run  their  own  benefit  schem 
proposals  from  Republicans  and  c< 
servative  Democrats  give  smaller 
ployers  that  option. 

The  Clinton  Administration  belie\ 
that  the  benefits  of  its  reform  progr; 
will  far  outlast  the  pain.  Certainly,  n 
lions  of  Americans  now  enrolled 
HMOs  and  other  networks  are  satisfi 
with  managed  care.  But  the  Clintc 
may  discover  they  have  set  back  th 
cause  when  angry  voters  realize  i 
reform  plan  has  been  mislabel* 
In  the  end,  white  lies  fr< 
the  White  House  wo 
make  the  medicine  any  m( 
palatable. 


LIE#1 


Everyone 
will  b"  ■ 


The  plan 
WUafeaU  excludes 
ice  controls 


inn 


ITE 
LIE  #3 


Market 
competi- 
tion will  keep  prices 
down 
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McNamee  covers  health  p 
icy  from  Washington. 


People  retire.  Risk  doesn't. 


Your  retirement  —  and  those  of  the 
people  who  work  for  you  —  are  at  risk  from 
the  day  you  draw  your  first  paycheck. 

Pension  plans  are  hard-pressed  to 
deliver  what  they  promise.  40 Ik's  struggle  to 
make  up  the  difference. 

Add  in  factors  like  people  living 
longer,  changing  jobs  more  often,  and  retir- 
ing earlier.  It's  clear  that  the  once-smooth 
road  to  retirement  is  now  paved  with  risk. 

It's  this  risk  that  Bankers  Trust 


Retirement  Services  can  help  you  and  your 
company  manage.  With  risk  analysis, 
employee  education,  mutual  funds.  And 
unique  risk-managed  investment  products 
that  provide  a  safety  net  for  plan  sponsors 
and  participants  alike. 

To  learn  more,  call  Rich  Marin, 
(212) 454-1613. 

The  risks  to  retirement  are  many. 
But  with  our  help,  they  won't  cut  your  legs 
out  from  underneath  you. 


D  Bankers  Trust  Retirement  Services 


s 


LETTER  FROM  HIBBING 


ON  THE  IRON  RANGE, 
A  STONY  REACTION 


Citizens  of  Hibbing,  Minn.,  are  frankly  wary  of  Clinton's  plan 


The  hardy  citizens  of  Hibbing, 
Minn.,  who  survive  by  fighting  bit- 
ter-cold winters  while  scratching  a 
living  out  of  open-pit  mines  on  Minneso- 
ta's iron  range,  are  tough  critics.  Even 
the  town's  most  famous  son,  folksinger 
Bob  Dylan,  didn't  get  much  respect  in 
Hibbing.  Way  back  before  he  became 
the  voice  of  his  generation,  classmates 
at  Hibbing  High  booed  Dylan  off  the 
variety-show  stage  because  they  disliked 
his  off-key  imitation  of  Frankie  Valli. 

If  President  Clinton  is  ever  going  to 
sell  his  health-reform  package,  however, 
it's  going  to  have  to  play  in 
places  like  Hibbing.  Like  a 
hundred  other  Main  Street 
burgs,  Hibbing,  population 
18,046,  is  a  town  full  of  skep- 
tics with  down-to-earth  sensi- 
bilities and  a  strong  working- 
class  ethic.  And  if  the  reaction 
in  Hibbing  is  any  indication, 
the  President  has  one  tough 
sales  job  ahead  of  him. 
FRETFUL.  In  theory,  Hibbing 
should  be  fertile  ground  for 
Clinton's  proposal  for  govern- 
ment-backed universal  health 
coverage.  After  all,  Howard 
Street,  with  its  hardware 
stores  and  union  halls,  diners 
and  taverns,  has  seen  the  lean- 
est of  times  during  the  mining 
industry's  periodic  shutdowns. 
But  most  locals  are  covered  by 
their  employers'  private  health  plans — 
and  most  of  them  say  the  system  works 
pretty  well.  They  worry  that  the  govern- 
ment's planned  reforms  could  snarl 
things  up.  And  they're  scornful  of 
claims  that  the  government  can  cut 
costs  while  providing  high-quality,  uni- 
versal health  services. 

Take  Bob  Holmbeck.  He  knows  the 
health-care  system  needs  fixing:  His  28- 
year-old  son  doesn't  carry  any  health 
coverage  because  the  insurance  is  too 
expensive.  That  doesn't  mean  Clinton 
can  count  on  the  support  of  Holmbeck, 
an  electrician  who's  currently  striking 
the  National  Steel  Corp.  mine.  Indeed, 
Holmbeck  dismisses  Clinton's  plan  as  "a 
fraud."  As  he  works  his  way  through  a 
stack  of  flapjacks  at  Mary's  Cafe,  he 
predicts  that  the  government  won't  be 


successful  in  capping  doctor's  fees,  and 
that  universal  coverage  for  all  citizens 
will  prove  too  costly.  "There's  a  societal 
need,"  Holmbeck  allows.  "They've  got 
the  right  idea,  but  they've  got  to  take  a 
different  approach  to  it." 

As  in  the  rest  of  the  nation,  it  is  Hib- 
bing's  small  businesses  that  are  most 
fretful  about  Clinton's  plans  for  a 
health-care  overhaul.  "I'm  afraid  it's  go- 
ing to  cost  me  a  ton  of  money  more  than 
it  does  now,"  says  Leo  G.  Fraboni,  who 
employs  16  people  in  his  sausage-making 
company.  "The  plan's  going  to  be  about 


IF  CLINTON  IS 
TO  SELL  HIS 
PACKAGE,  IT 
HAS  TO  PLAY 
IN  PLACES 
SUCH  AS 
HIBBING.  BUT 
LOCAL 
RESIDENTS 
WORRY  THAT 
THE  PLANNED 
REFORMS 
COULD  SNARL 
THINGS  UP 


community  leaders  work  on  the  towl 
application  for  a  grant  from  the  Rotl 
Wood  Johnson  Foundation  to  help! 
nance  an  elderly-care  facility.  And  (1 
Administrator  John  Fedo,  exasperaB 
that  health-insurance  costs  were  q 
suming  15%  of  his  budget,  just  switcl] 
plans  for  the  245  people  covered  by 
city. 

confrontation.  Talk  of  health  refcj 
really  hits  home  for  Dr.  Jack  Gree, 
The  family  practitioner  is  worried  abl 
becoming  the  health-care  "gatekeep 
at  the  local  Mesaba  Medical  Clinic.  ' 
have  to  say,  'No,  you  can't  have  t 
test,  you  can't  do  that  procedure,  ; 
don't  meet  this  criteria,'  "  Greene  fn 
"There's  going  to  be  a  confrontatic 
feeling  between  me  and  my  patients 
Hibbing  also  has  its  share  of  the  \ 
pie  with  the  most  at  stake  in  health-c 
reform:  those  who  can't  afford  he; 
insurance.  At  the  Hibbing  Libra! 
young  mother  Sandra  Wehrenbl 
minds  two  of  her  children  while  her| 
dest  son  spends  his  first  day  in 


10,000  pages  long,  so  what  are  you  go- 
ing to  hear  about?  Only  what  they  want 
to  tell  you."  And  at  electronic-parts  mak- 
er Hibbing  Electronics  Corp.,  Chief  Ex- 
ecutive Bonnie  Fena  frets  that  the  gov- 
ernment will  micromanage  how  she 
covers  her  420  employees,  even  to  the 
point  of  limiting  which  managed-care 
providers  she  can  choose.  "That's  like 
telling  me  which  kind  of  car  I  can  drive, 
what  kind  of  clothes  I  buy,  and  when  I 
can  buy  a  house,"  she  says. 

Hibbingites  understand  the  need  for 
reform:  They're  grappling  themselves 
with  how  to  hold  down  health-care  costs. 
Miners  at  Hibbing  Taconite  Co.  ended  a 
five-week  strike  on  Sept.  7  only  after  the 
company  agreed  to  stop  trying  to  impose 
a  managed-care  health  plan  on  employ- 
ees. In  the  Hibbing  Public  Library,  18 


grade  at  the  local  grammar  school.  11 
Wehrenberg  family  does  without  he» 
insurance  because  Sandra's  husbal 
who  operates  his  own  cleaning  busing  - 
makes  too  much  to  qualify  for  Medici 
but  too  little  to  buy  coverage.  "We  den 
take  them  in  to  the  doctor  as  oftenfl 
we  should,"  Wehrenberg  says  witBy 
nod  toward  her  one-year-old  playl  4 
nearby. 

Most  people  in  Hibbing  proba'y 
would  agree  that  people  like  the  Vim  I ' 
renbergs  shouldn't  be  left  to  fend  ■ 
themselves.  Hibbingites  just  aren't  stt 
that  Clinton's  health-care  approach  is  te 
way  to  go.  If  the  President  can't  a 
vince  them,  his  reforms  could  endn 
suffering  hometowner  Bob  Dylan's  f;'3 
getting  booed  right  off  the  stage. 

By  David  Greising  in  Hibbing,  Mif- 
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"Beyond  providing  state- 
of-the-art  liardieare  platforms. 
HP  assumed  a  partnership  role 
in  helping  us  achieve  our 
Strategic  business  goals." 


Lawrence  W  Hall,  Ihrector,  Hotel  Systems 
ITT  Sheraton  Corporation 


^IT  Sheraton's  highest  priority 
is  to  provide  the  most  personal  and 
efficient  hospitality  service  in  the 
world.  That  means  helping  all  450 
of  their  hotels  use  and  share  infor- 
mation better.  Including  detailed 
advance  knowledge  about  each 
guest  who  has  stayed  anywhere  in 
the  ITT  Sheraton  chain. 

Hewlett-Packard  helped  ITT  Sheraton 
fulfill  their  vision  of  a  single  int  egrated 
property  system.  A  system  that  combines 
Ed's  property  management  software 
and  ITT  Sheraton's  reservation  system 
wit  h  what  have  proved  to  be  the  perfect 
hosts — HP  9000  UNIX  Business  Servers. 
With  low  cost  of  ownership,  scalable  range 
of  systems  and  global  support,  HP  has 
delivered  a  world  of  value. 

To  check  us  out,  call  l-S()0-(«7-7740, 
Ext.  7446  for  a  case  study. 
It  proves  you  can  shell  out 
less  than  you  think  for  a 
gem  of  a  system. 


Think  again. 


HEWLETT 
PACKARD 


a  registered  Irademark  of  UNIX  System  Laboratories  Inc  in  the  U  S  and  other  countries    GSY9308  £  1993  Hewlett-Packard  Company 
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AUSTERITY 


FACING  A  POSSIBLE  JOB  LOSS,  PHONE  OPERATOR 
WYANT  AND  HIS  FAMILY  CANCELED  VACATION  PLANS 


PROSPERITY 


DIEHARD  FOOTBALL  FAN  REIDER  GAVE  UP  A  PENN 
STATE  HOME  GAME  TO  WORK  OVERTIME 


- 


SITTING  PRETTY 
OR  RUNNING  SCARED 


While  secure  workers  are  enjoying  a  windfall,  millions  fear  layoffs 


Timothy  S.  Wyant  didn't  much  enjoy 
his  Labor  Day  weekend.  Two 
weeks  earlier,  the  AT&T  long-dis- 
tance operator  learned  that  his  office  in 
Amherst,  N.  Y.,  will  eventually  be 
closed.  Now,  he's  waiting  to  hear  if  the 
company  will  transfer  him.  If  not, 
Wyant  expects  to  collect  unemployment 
checks  for  a  long  time.  His  terse  take  on 
the  situation:  "It  sucks." 

Wyant  is  not  alone  in  his  bitterness. 
On  Sept.  3,  just  as  thousands  of  vaca- 
tioners were  packing  up  the  minivan  for 
summer's  last  weekend,  the  Labor  Dept. 
reported  that  nonfarm  payrolls  fell 
39,000  in  August,  with 
continued  widespread 
layoffs  in  the  factory 
sector.  Earlier  in  the 
week,  the  Conference 
Board's  August  survey 
of  5,000  consumers 
struck  a  similarly  dark 
note:  41.1%  of  those 
surveyed  considered 
jobs  "hard  to  get,"  a 
higher  percentage  than 
during  the  1990-91  re- 
cession (chart). 

Curious,  though: 
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Even  as  companies  were  reporting  job 
cuts  in  August,  consumers  themselves 
told  the  government  that  they  had  found 
409,000  new  jobs.  Many  joined  the  ranks 
of  the  self-employed,  or  were  hired  at  a 
business  too  small  to  be  included  in  La- 
bor's payroll  survey.  But  those  extra 
jobs  shaved  the  unemployment  rate  by  a 
hair,  to  6.1%  from  6.8%  in  July.  And 
despite  the  August  dip,  nonfarm  compa- 
nies have  created  1.2  million  new  jobs  so 
far  this  year,  more  than  the  one  million 
added  through  all  of  last  year.  Econo- 
mists expect  job  growth  in  1993  to  be 
the  best  since  prerecession  1989. 


The  economic  data  tell  two  starkly 
ferent  stories,  reflecting  a  U.  S.  w 
force  whose  expectations  are  increasi 
ly  split  by  the  economy's  modest 
uneven  performance.  On  one  side,  tl 
are  millions  who  aren't  much  concer 
about  losing  their  jobs.  On  the  othei 
least  as  many  either  have  been  laid 
or  are  petrified  of  the  possibility. 
NOT  ENOUGH  growth.  For  the  f 
group,  these  are  good  times,  ind< 
"Workers  that  have  the  luxury  of  sec 
employment  are  making  out  like  I 
dits"  in  today's  economy,  says  Jeff 
Thredgold,  chief  economist  at  KeyC< 
in  Salt  Lake  City.  "Minimal  inflai 
means  their  dollars  buy  more,  they 
refinance  or  buy  bigger  homes,  and  t 
can  bargain  for  products  with  m 
clout  than  they  have  ever  had  in 
postwar  era." 

But  for  thousands  of  others, 
threat  of  layoff  hovers  like  the  swon 
Damocles.  Why  the  jitters?  Frank  L< 
a  professor  of  urban  economics  at  IV 
sachusetts  Institute  of  Technolo 
points  out  that  "the  economy  is 
growing  fast  enough  to  provide  jobs 
everyone  who  wants  one."  So,  he 
gues,  the  U.  S.  is  sti 
recession  in  terms 
job  growth.  Moreo 
highly  publicized  laj 
notices — such  as  So' 
western  Bell  Cor 
Sept.  7  announcen 
of  1,500  impending  } 
slips — don't  help 
quel!  the  anxie 
workers  feel. 

As  a  result,  some 
sumers  are  taking 
fensive  action.  With 
prospect  of  unemp 
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t  looming,  AT&T  operator  Wyant  al- 
ly has  limited  his  spending.  He  can- 
d  plans  to  buy  a  new  truck  and  must 
1  tell  his  two  daughters  that  a  hoped- 
crip  to  Disney  World  next  year  won't 
)en.  He  had  also  planned  to  build  an 
tion  to  make  room  for  a  third  child. 
I  he  doubts  he'll  build  the  addition — 
ry  to  have  another  baby. 
irment  days.  Rachel  Grossman  is 
ing  back,  too.  The  28-year-old  Uni- 
sity  of  Denver  nursing  student 
ids  Sunday  mornings  scouring  the 
t  ads  looking  for  a  part-time  job.  In 
meantime,  she  eschews  vacations, 
;  clothes  in  second-hand  shops,  and 
i  to  movie  matinees  because  they're 
.per  than  the  evening  shows.  "Post- 
ng  things  is  a  way  of  life,"  she  says, 
msumers  with  steady  paychecks, 
gh,  haven't  postponed  enjoying  the 
tf all  of  a  weak  economy.  Fixed  30- 
mortgage  rates  below  7%  have 
led  up  a  flood  of  refinancings  for 
eowners  who  can  meet  the  income 


requirements.  And  cheap  vacations, 
cars,  and  computers  can  be  had  by  con- 
sumers with  the  cash  or  credit. 

Moreover,  because  companies  aren't 
hiring,  hourly  employees  are  picking  up 
extra  money  by  working  overtime.  The 
average  workweek  in  the  nonfarm  sec- 
tor increased  by  12  minutes  last  month, 
to  34.7  hours,  while  overtime  in  the  fac- 
tory sector  extended  to  4.2  hours,  equal- 
ing its  record  high  in  May.  With  more 
hours,  weekly  pay  for  all  nonfarm  work- 
ers jumped  1%  in  August,  to  $377.19. 

The  use  of  overtime  in  place  of  hiring 
is  especially  widespread  on  the  factory 
floor,  where  almost  200,000  jobs  have 
been  lost  this  year  even  though  output 
has  risen  at  a  3%  annual  rate.  Darrell 
Reider,  a  supervisor  at  battery  maker 
East  Penn  Manufacturing  Inc.  in  Lyon 
Station,  Penn.,  decided  to  miss  a  Penn 
State  home  football  game  for  the  first 
time  in  two  years  in  order  to  work  over- 
time during  the  Labor  Day  weekend. 
Reider  figures  he  made  about  $125 


working  the  5-hour  shift  while  his  alma 
mater  trounced  Minnesota,  38-20.  "I  love 
Penn  State,"  Reider  says,  "but  the  deci- 
sion for  me  was,  grab  the  money." 

The  confidence  split  probably  isn't  ir- 
reparable. Economist  Thredgold,  for  one, 
predicts  improvement  by  next  year,  as 
layoffs  at  big-name  companies  ease  and 
steady  payroll  increases  return.  Until 
then,  though,  angst-ridden  workers  may 
delay  big-ticket  purchases  and  keep  do- 
mestic demand  in  check.  That  could  limit 
economic  growth  in  the  second  half  to 
its  current  modest  rate  of  3%  a  year. 

Even  some  workers  who  are  winners 
in  this  slack  hiring  environment  aren't 
gobbling  up  the  spoils  as  hungrily  as 
before.  Reider,  for  one,  can't  bear  to 
miss  two  Penn  State  games  in  a  row. 
He'll  forgo  overtime  to  catch  the  Sept. 
11  clash  with  Southern  California.  Some 
things  are  more  important  than  money. 

By  Kathleen  Madigan  in  New  York,  with 
Keith  L.  Alexander  in  Pittsburgh,  Geoffrey 
Smith  in  Boston,  and  bureau  reports 


MARKET  I 


HY  THIS  BOND  RALLY 
1ST  WON'T  QUIT 


At  growth,  low  inflation:  Rates  could  drop  even  further 


predicting  interest  rates  is  always 
■/a  tricky  game,  but  rarely  have 
forecasters  been  caught  off 
•d  as  badly  as  by  this  summer's 
I  rally.  After  yields  on  30-year  Trea- 
ts hit  7%  last  spring,  most  analysts 
ght  the  party  was  over.  "Frankly,  I 
ght  the  long  bond  was  headed  back 
t"  admits  H.  Erich  Heineman,  chief 
omist  at  the  investment  banking 

of  Ladenburg,  Thalmann  &  Co.  "I 
r  imagined  it  would  crack  6%." 
it  during  the  first  week  of  Septem- 
bonds  didn't  even  pause  for  breath 
ates  fell  to  5.86%  on  Sept.  8. 
,  bond-market  watchers  are 
amining  their  data  and  ask- 
;hemselves:  How  low  can  they 

The  answer,  many  say,  is 

the  bond  rally  isn't  over  yet. 
j-term  rates  could  fall  to  5.5% 
ass,  and  if  economic  growth 
s  slow  for  the  rest  of  1993, 
long  bond  might  even  drop 
w  5%  next  year. 
R  prone.  Such  predictions 
fueling  a  headlong  rush  into 
narkets.  "Speculative  fever  is 
ing  a  lot  of  money  to  pour 

long-term  bonds,"  ob- 
es  John  E.  Silvia,  chief 
omist  at  Chicago's  Kemper 
ncial  Services  Inc.  "All  it  will 

is  another  cut  in  rates  by  the 


Bundesbank  or  another  weak  employ- 
ment report  to  keep  the  rally  going." 

Of  course,  the  now-chastened  fore- 
casters could  be  wrong  again.  A  sudden 
spurt  of  growth  could  quickly  send  rates 
up.  But  the  economic  trends  point  to 
continuing  downward  pressure  on  yields. 
Growth  remains  sluggish  throughout 
the  industrial  world,  U.  S.  inflation  has 
slowed  to  3%  or  less,  and  the  federal 
budget  deficit  is  shrinking. 

While  30-year  Treasury  bonds  have 
seen  the  biggest  decline  in  rates,  the 
bond  rally  has  spread  to  medium-  to 
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long-term  issues  as  well.  Yields  on  10- 
year  Treasuries — which  play  a  key  role 
in  setting  mortgage  rates — have  fallen 
from  6.9%  last  November  to  5.2%  on 
Sept.  8,  the  lowest  rate  in  26  years.  Since 
late  May,  yields  on  the  10-year  note  have 
fallen  nearly  a  full  percentage  point, 
only  slightly  less  than  the  drop  in  the  30- 
year  rate  over  the  same  period. 
anemic  growth.  The  surprising  slow- 
down in  U.  S.  growth  is  the  main  reason 
rates  have  plummeted.  The  U.  S.  econo- 
my grew  at  an  anemic  rate  of  1.8%  in 
the  second  quarter,  short  of  the  2%  to 
3%  range  expected  by  forecasters.  And 
there's  little  strength  in  the  Japanese 
and  European  economies,  either.  Indeed, 
Germany's  10-year  bond  rates  have 
dropped  60  basis  points  since  June  alone, 
providing  strong  encouragement  for  the 
U.  S.  bond  rally. 

Inflation,  too,  is  proving  to  be  less  of  a 
menace  than  many  feared.  After  run- 
ning at  a  4%  clip  during  the  first  four 
months  of  1993,  U.  S.  inflation  has 
slowed  to  less  than  1%  since  May. 
Worries  of  a  new  inflationary 
surge  were  eased  by  passage  of 
President  Clinton's  deficit-reduc- 
tion plan,  and  by  a  Sept.  1  Admin- 
istration forecast  showing  small- 
er- than-expected  future  deficits. 

As  many  analysts  now  see  it, 
long  rates  almost  certainly  will 
keep  falling  if  the  economy  mus- 
ters less  than  the  3%  growth  rate 
expected  for  the  second  half  and 
inflation  stays  below  3%.  David 
Wyss,  research  director  for 
DRl/McGraw-Hill,  thinks 
W  current  economic  conditions 
justify  a  30-year  bond  rate  some- 
where between  5.75%  and  5.5%. 
He  argues  that  the  historic  gap 
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between  inflation  and  long  rates  has 
been  around  two  percentage  points.  That 
suggests  that  if  the  economy  stays  weak 
and  inflation  slows  further,  "you  could 
see  a  4.5%  rate  for  the  10-year  and  5% 
for  the  long  bond,"  says  Wyss. 

Another  factor  pushing  down  long 
rates:  the  Treasury  Dept.'s  decision  to 
trim  borrowing  costs  by  shortening  the 
maturity  of  its  debt.  The  Treasury  has 


cut  back  its  sales  of  30-year  bonds  from 
$36  billion  a  year  to  $22  billion,  creating 
demand  for  30-year  bonds  that  outstrips 
supply,  driving  rates  down.  Despite  fall- 
ing yields,  many  pension  plans  and  other 
investors  see  no  other  way  to  lock  in 
decent  returns  at  a  time  when  bank  CDs' 
pay  less  than  3%.  "We're  seeing  a  buy- 
ers' panic,"  says  Donald  H.  Straszheim, 
Merrill  Lynch  &  Co.'s  chief  economist. 


"People  are  willing  to  pay  a  scarw 

premium." 

Buyer  panics,  of  course,  often  rev  A 
direction.  If  rates  begin  to  rise,  bflj 
buyers  will  face  a  rude  shock.  Given  I 
experts'  recent  track  record  as  cry*, 
ball  gazers,  the  risk  may  be  bigger  tjj- 
many  investors  realize.  But  for  nowtt 
might  be  one  worth  taking. 

By  Owen  Ullmann  in  Washing!*, 


PEOPLE  I 


IS  PAT  CHOATE  PLAYING 
FAST  AND  LOOSE  WITH 


His  new  book,  written  with  Perot,  draws  jeers  from  fellow  economists 


Sometimes  economists 
take  flying  leaps — and 
fall  flat  on  their  faces. 
There  was  Arthur  Laffer 
and  his  famous  curve-on- 
a-napkin.  He  persuaded 
the  Reagan  Administration  that  tax  cuts 
would  balloon  receipts  and  lower  the 
budget  deficit.  Instead,  his  theory  helped 
swell  Washington's  red  ink  to  record  lev- 
els. Or  consider  Raveendra  N.  Batra, 
who  topped  the  best-seller  lists  in  1987 
with  a  book  entitled  The  Great  Depres- 
sion of  1990.  Three  years  later, 
the  economy  was  only  wheezing, 
but  Batra's  reputation  was  in 
real  trouble. 

Now  comes  Pat  Choate,  whose 
collaborative  effort  with  Ross 
Perot,  Save  Your  Job,  Save  Our 
Nation,  has  propelled  him  into 
bookstores  everywhere  and  onto 
the  Larry  King  Lire  television 
show  for  a  Sept.  7  interview 
alongside  Perot.  "My  analysis  is 
straightforward,"  Choate  tells 
BUSINESS  week.  "The  Mexicans 
are  pursuing  a  low-wage  strate- 
gy for  pulling  U.  S.  jobs  south  of 
the  border." 

It's  compelling  talk — the  sort 
that  President  Clinton  can't  ig- 
nore as  he  pursues  passage  of 
the  North  American  Free  Trade 
Agreement.  But  Choate's  broad- 
side against  NAFTA  isn't  doing  much  for 
his  reputation  among  economists. 

Some  of  Choate's  peers  charge  that 
his  charts,  graphs,  and  economic  analy- 
sis take  startling  liberties  with  the  facts. 
"Having  done  serious  work  in  the  past, 
he  had  to  know  what  he  was  doing  here 
was  totally  one-sided,  just  a  polemic," 
fumes  Gary  C.  Hufbauer  of  the  Institute 
for  International  Economics,  who  backs 
NAFTA.  Says  economist  Jagdish  Bhag- 
wati  of  Columbia  University,  who  is 


more  ambivalent  about  the  trade  pact:  "I 
think  he's  gone  around  the  bend." 

Call  it  a  flair  for  drama.  Choate,  52, 
long  has  enjoyed  a  reputation  as  a  feisty 
but  brilliant  analyst  with  a  talent  for 
transforming  dense  issues 
into  hot  national  topics.  In 
1990,  Choate  was  dismissed 
as  vice-president  for  policy 
analysis  at  TRW  Inc.,  shortly 
before  the  release  of  Agents 
of  In  fluence,  his  stinging  cri- 
tique  of  Americans  who 


WHrNAFTA-*«JST  BE 
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ROSS 
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CRITICS  SAY  CHOATE  WILDLY  EXAGGERATES  THE  JOB  THREAT 


leave  top  government  jobs  to  lobby  for 
Japanese  companies.  The  book  was  a  big 
seller.  But  Choate  claims  TRW  dumped 
him  under  pressure  from  Japanese  cli- 
ents unhappy  with  his  call  for  U.  S.  eco- 
nomic patriotism — a  charge  TRW  denies. 

Agents  of  Influence  caused  a  stir  in 
Washington,  but  no  one  questioned 
Choate's  facts.  Not  so  for  his  nafta 
book.  He  asserts,  for  instance,  that  the 
pact  places  5.9  million  U.  S.  jobs  "at 
risk"  of  being  moved  to  Mexico  by  U.  S. 


companies  seeking  lower  wage  cofi, 
Hufbauer  says  Choate  merely  identify 
from  Census  Bureau  data  U.  S.  inA 
tries  where  wages  account  for  ml 
than  20%  of  the  value  of  output,  a 
then  declared  these  industries  to  bel 
"at  risk." 

unapologetic.  That  list  includes  hm 
skill  industries  such  as  aerospace  ft 
telecommunications,  sectors  where  ein< 
the  most  pessimistic  studies  predict  tjrtt 
NAFTA  will  actually  produce  more  TJM 
jobs.  Says  Thea  Lee  of  the  labor-bacB 
Economic  Policy  Institute,  a  NAFTA  M 
"We  project  500,000  jobs  will  be  lostB 
far  fewer  than  in  Choak< 
estimate. 

Choate  is  unapologetic.ESl 
don't  care  what  their  am 
nomic  models  predict,"  m 
says.  "It  will  happen."  M 
head  of  economic  deveS 
ment  for  the  low-wage  stapi 
of  Oklahoma  and  Tennesasp 
Choate  claims  that  he  rjB 
finely  lured  companies  fijoi 
states  such  as  Massachusall 
and  Michigan,  using  simfl 
strategies. 
The  debate  doesn't  end  thsA 
Choate's  book  cites  testimira 
from  former  Labor  Secret™ 
Lynn  M.  Martin  and  a  repral 
from  the  Congressional  Budst; 
Office  that  NAFTA  will  thiW 
more  than  150,000  people  outp 
jobs.  Trouble  is,  both  Martin  ad: 
the  CBO  contended  that  thaj 
losses  would  be  more  than  offfti 
by  job  gains  from  expandd) 
trade — a  point  Choate  conpa 
niently  ignores.  He  argues  ttti 
job  losses  from  NAFTA  will  ocjr ! 
soon  after  passage,  while  pj 
new  jobs  will  take  longer  to  Cr4 
ate.  "That's  one  or  two  generate 
of  lives  wrecked  in  the  meantime,"  e 
contends. 

His  tactics  may  backfire:  The  b(k 
has  energized  nafta  supporters  ct- 
raged  at  his  use  of  data.  But  Cho£i, 
now  a  true  Perotnista,  may  not  care  1 1 
they're  upset — or  even  that  he  ny 
share  Laffer's  fate  within  the  proh- 
sion.  As  Laffer  discovered,  there's  II 
ways  the  lecture  circuit. 

By  Douglas  Harbrecht  in  Washing  n 
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Introducing  J.  Murphy.  Available  at  Johnston  &  Murphy  Shops  and  other  fine  stores. 

For  the  location  nearest  you,  to  receive  a  catalogue,  or  to  order,  call  1-300-34^-^230,  ext.  1020. 
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HEALTH  RISKS 


I 


OR  LASTING  BAD  RAFT 


PORK,  SWEAT, 
AND  TEARS 


A  new  study  is  scaring  Americans  about  the  fat  in  Chinese  food 


Tony  and  Carrie  Chang  usually 
draw  a  big  holiday  crowd  at  their 
Imperial  Hunan  Chinese  restau- 
rant in  Manhattan.  But  business  at  the 
family-owned  eaterie  was  downright 
lousy  over  the  Labor  Day  weekend.  The 
reason,  the  Changs  discovered  by  query- 
ing previously  loyal  customers:  a  heavily 
publicized  study  by  the  Center  for  Sci- 
ence in  the  Public  Interest,  a  research 
group  in  Washington,  D.  C,  concluding 
that  Chinese  food  is  often  just  as  fatty, 
salt-laden,  and  high  in  calories  as  a  Big 
Mac  with  a  large  order  of  fries. 

The  question  now  worrying  Chinese 
food  purveyors:  Is  the  furor  over  the 
new  study  a  tempest  in  a  teapot,  or  has 
Chinese  food  earned  a  permanent  bad 
rap?  The  study  dealt  only  with  take-out 
food,  but  sales  of  everything  from  Con- 
Agra Inc.'s  La  Choy  and  Chun  King 
brands  to  General  Mills  Inc.'s  China 
Coast  restaurant  chain  may  be  affected. 
serious  eaters.  Americans  take  such 
dietary  news  seriously.  Beef  consump- 
tion, for  example,  dropped  by  4.5%  dur- 
ing the  1980s  as  the  public  became  more 
aware  of  its  health  risks.  On  the  plus 
side,  the  wine  industry  credits  a  28% 
increase  in  red-wine  sales  last  year  to  a 
1991  60  Minutes  episode  suggesting  that 
red  wine  helps  prevent  heart  disease. 

Just  how  bad  can  Chinese  food  be? 
"The  results  shocked  even  us,"  says  nu- 


tritionist Jayne  Hurley,  who  headed  the 
research  team.  For  instance,  the  study 
found  that  a  typical  take-out  serving  of 
Kung  Pao  Chicken,  a  spicy  diced-chicken 
dish,  has  about  the  same  fat  content  (76 
grams)  as  four  McDonald's  Quarter 
Pounders  (table).  Orange  Crispy  Beef, 
another  popular  take- 
out dish,  has  more 
calories  than  four  or- 
ders of  McDonald's 
french  fries. 

That  was  big  news 
to  many  Chinese-food 
eaters.  A  Food  Mar- 
keting Institute  sur- 
vey— taken  before 
the  Science  in  the 
Public  Interest 
study — showed  that 
some  52%  of  Ameri- 
cans considered  Chi- 
nese food  healthier 
than  fast  food. 

Nonetheless,  corpo- 
rate Chinese-food 
makers  aren't  ner- 
vous yet.  ConAgra 
says  it  isn't  planning 
to  drop  or  reconfi- 
gure any  of  the  fatti- 
er items  in  its  frozen 
Chinese  lineup.  "Let's 
face  it,  an  egg  roll 
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A  Big  Mac  and  fries  have  900  cal- 
ories and  68  grams  of  faf.  Here's  how 
a  carton  of  Chinese  food  compares 

GRAMS 

THE  HEALTHY:  CALORIES  OF  FAT 


STIR-FRIED  VEGGIES 
HUNAN  TOFU 
SZECHUAN  SHRIMP 
SHRIMP  &  GARLIC  SAUCE 
CHICKEN  CHOW  MEIN  I 
THE  NOT-SO-HEALTHY: 


BEEF  WITH  BROCCOLI 
MOO  SHU  PORK 
HOUSE  FRIED  RICE 
SWEET  AND  SOUR  PORK 
KUNG  PAO  CHICKEN 


^  Tfer  7*r 

DATA  (ENTER  FOR  SCIENCE  IN  THE  PUBLIC  INTEREST 


that  isn't  fattening  wouldn't  be  an  <l 
roll,"  says  a  spokeswoman.  And  Gemal 
Mills,  which  operates  eight  China  Co?t 
restaurants,  says  that  its  Chinese  foo« 
good  for  you.  "The  study  is  very  r» 
leading  to  the  public,"  says  Tel 
Cheng,  China  Coast's  director  of  mm 
planning,  citing  unknowns  such  as  e 
cuts  of  chicken  examined  by  the  & 
searchers.  "It  absolutely  doesn't  matB 
to  us."  China  Coast  is  sticking  vw 
plans  to  open  30  new  outlets  by  ng 
May. 

By  then,  figures  Martin  Yan,  a  c 
and  Chinese  cookbook  author  wh 
Yan  Can  Cook  show  runs  on  PBS 
tions  around  the  world,  the  scare 
have  passed.  Americans,  Yan  predi 
will  simply  "learn  how  to  eat  Chin 
food  properly."  That,  he  says,  means 
dering  the  healthier  dishes — and  eat 
them  the  right  way. 
"Cholesterol  bomb."  Most  Americ 
it  turns  out,  eat  Chinese  food  all  wroi 
The  dishes  most  people  like  best,  acccl 
ing  to  the  study,  are  the  least  healjj 
ones:  moo  shoo  pork,  sweet-and-s^ 
dishes,  and  beef  with  broccoli.  "Looks 
older  Chinese,"  says  Carrie  Chaij 
"They're  not  fat."  Native  Chinese  ? 
Chinese-Americans  eat  four  times 
much  rice  with  their  meals  and  tend 
to  eat  much  of  the  rich  sauce  that  cor| 
with  beef,  chicken,  and  vegetable  dish! 
The  typical  American  diner  often  dunjl 
an  entire  entree — sauce  and  all — on 
of  a  mound  of  rice.  "The  rice  soaks  I 
the  sauce,  and  you've  got  yourself  a  cji 
lesterol  bomb,"  says  researcher  Hurlp 
What's  a  healthy  eater  to  do?  Hury 
suggests  opting  for  steamed  dishes,  p 
average  dinner-sis^ 
portion  of  shrimp  b:1 
garlic  sauce  is  a  gel 
choice,  with  945  czm 
ries  and  27  grams  f 
fat.  The  same  port| 
of  stir-fried  vegei- 
bles,  with  746  calors 
and  19  grams  of  If, 
is  another  good  ♦ 
tion.  If  you  must  il 
sweet-and-sour  po 
avoid  too  much  sau'. 

The  Changs  predt 
the  bad  public, 
about  Chinese  fci 
will  blow  over.  Me| 
while,  another  set  [f 
restaurateurs  hi 
better  start  worryii 
The  Center  for  & 
ence  says  its  net 
study  will  focus  p 
Italian  food.  Piza 
eaters,  repent. 

By  Julie  Tilsner  i 
New  York 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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inding  a  job  with  a  future,  one  that  is  related  to  their  edit- 
ion, that's  the  ultimate  test  college  graduates  face  today.  A 
)od  education  isn't  enough.  Students  need  both  the  theory 
id  the  practical  application  of  that  theory  which  are  necessary 
an  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  education 
at  prepares  students  to  meet  the  demands  of  American  busi- 
isses.  Taught  by  instructors  with  real-world  experience.  So 
aduates  will  be  better  prepared  to  handle  the  jobs  tomorrows 
chnological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today,  ITT  Tech,  part  of  ITT's  Financial  &  Business  Services 
group,  is  one  ot  the  leading  private  career-focused  programs 
in  the  U.S.  Teaching  entry  level  skills  for  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 
fields.  It's  good  to  

know  our  invest-  "(TlfTI  Were  adding  more 
ment  is  working.    JL.  J-  JL  than  just  our  name. 
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CHANGING,  BUT  NOT 
HAPPY  ABOUT  IT 

Thanks  to  corporate  downsiz- 
ing, global  competition,  and 
pressure  from  women  and 
minorities  for  more  influence 
in  the  workplace,  American 
executives  see  their  environ- 
ment changing  faster.  But  they 
aren't  sure  their  companies  can 
keep  up.  Below,  the  number  of 
400  executives  surveyed  in  July 
who  said: 

►  Change  in  their        VQ  % 
companies  is  rapid        /  / 
or  extremely  rapid 

►  They  have  a  conser-  ZQ% 
vative  or  reluctant         0  L 
approach  to  change 


►  The  pace  of  change 
will  accelerate 


61 


0/ 
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►  Their  companies  are  A  ~l  % 
very  capable  of  coping  "/ 
with  change 


44' 


►  Their  companies 
have  formal  structures 
to  handle  change 

►  Large  corporations  QO% 
are  best  equipped  to  OZ 
manage  change 

►  They  could  not  name  O  C  % 
a  company  good  at  Lj 
managing  change 


ai  ■ 
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►  General  Electric  is 
the  best  company  at 
managing  change       -most  named 

DATA  PR0UDF00T  CHANGE  MANAGEMENT  COMPANY 
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DUPONT  TAKES  A  HIT 
IN  THE  BENLATE  BATTLE 


►  In  the  first  jury  verdict  on 
Benlate,  DuPont's  once-popu- 
lar fungicide,  23  Arkansas 
farmers  won  a  $10.65  million 
judgment.  DuPont  says  the 
Sept.  3  decision  may  have  lit- 
tle impact  on  nearly  500  other 
suits  by  farmers  who  claim 
Benlate  caused  crop  damage 
because  the  Arkansas  case  in- 
volved tainted  Benlate,  which 
was  recalled  in  1989.  But  Ar- 
kansas lawyers  say  the  judg- 
ment undercuts  DuPont's 
credibility,  and  that  they  es- 
tablished during  the  trial  that 
even  pure  Benlate  can  break 
down  into  harmful  chemicals. 
DuPont  plans  to  appeal. 


BIG  BLUE'S  PRICEY 
NEW  THINKPADS 


►  Love  PC  bells  and  whistles? 
IBM  has  a  notebook  computer 
for  you.  On  Sept.  8,  Big  Blue 
rolled  out  new  models  of  its 
popular  ThinkPad  line,  loaded 
with  expensive  features. 
There's  the  750C,  with  a  built- 
in  speaker,  microphone,  and 
audio  and  graphics  chips.  At- 
tach it  to  a  portable  docking 
station  with  more  speakers 
and  a  CD-ROM  drive,  and  you 
get  full-motion  video  and  ste- 
reo sound.  With  the  750P,  a 
keyboard  notebook  that  con- 
verts to  a  pen  tablet,  IBM  is 
pushing  handwriting  recogni- 
tion. Brace  yourself  for  stick- 
er shock:  The  750P  starts  at 
$3,749;  the  750C  at  $4,699. 


RUPERT  MURDOCH 
PREPARES  TO  LOG  ON 


►  Old-time  media  meets  the 
information  superhighway: 
Rupert  Murdoch's  global 
News  Corp.  empire  will  buy 
Delphi  Internet  Services.  It's 
a  small  deal  by  Murdoch  stan- 
dards (page  50)  but  a  signifi- 
cant one:  With  100,000  sub- 
scribers, Cambridge  (Mass.)- 
based  Delphi  is  the  fifth- 
largest  on-line  information 
network  serving  home  com- 
puters. News  Corp.  plans  to 
use  the  network  to  distribute 
electronic  versions  of  its  print 
properties,  such  as  TV  Guide 


MAYBE  A  NICE  FRAMED  PORTRAIT,  INSTEAD 


If  only  we  got  more  letters  like 
this.  Video  Data'  Services,  a 
franchisor  in  Pittsford,  N.  Y.,  re- 
cently wrote  to  promote  the 
"quirky  occurrences"  that  have 
plagued  its  independent  video- 
graphers.  To  wit:  A  Cincinnati 
woman  asks  Video  Data  to 
transfer  some  old  home  movies 
of  her  husband  onto  video  for 
their  anniversary,  then  abruptly 
opts  "to  shoot  her  husband  in- 
stead . . .  with  a  gun!"  While  in  jail,  the  wife  recommends 
Data  to  a  visiting  friend,  who  transfers  a  film  to  tape  as  a 
for  her  mother.  Mom  watches  the  flick,  takes  "her  last  gas 
breath  and  [dies]  of  a  heart  attack." 

Um,  nice  pitch.  But  maybe  not  such  great  marketing, 
anyone  now  dare  transfer  a  movie  to  video?  "People  get 
emotional"  when  they  see  the  results,  says  Video  Data  P: 
dent  Stuart  Dizak.  The  heart  attack?  "The  ultimate  satis 
customer."  But  not  one  who  will  tell  her  friends. 


Yi, 


and  bestsellers  published  by 
HarperCollins.  In  addition,  the 
network  may  play  host  to  in- 
teractive discussion  groups 
focusing  on  popular  Fox 
Broadcasting  TV  shows. 


DEC'S  OPENING  ROUNDS 
IN  A  RISC  PRICE  WAR 


►  PC  chipmaker  Intel  has 
faced  competition  from  RISC 
(reduced-instruction  set  com- 
puting) microprocessors  since 
1989,  when  computer  makers 
began  positioning  RISC  chips 
as  rivals  to  Intel  processors. 
PC  makers  mostly  stuck  with 
Intel.  Now,  RISC  chipmakers 
will  try  to  compete  on  price. 


On  Sept.  10,  Digital  Eq 
ment  is   expected  to  si 
prices  on  its  Alpha  RISC  c 
and  release  new,  even  cheal 
versions.  By  pricing  its  PC 
sion  of  the  Alpha  chip  s 
50%  below  Intel's  chea 
Pentium  processor,  DEC  ho 
PC  makers  will  finally  s 
from  Intel.  So  far,  no  take 


A  CRACK  IN  THE  DOOI 
TO  VIETNAM  TRADE? 


►  President  Clinton  is  pi 
ning  to  only  partially  lift 
U.  S.  trade  embargo  agai 
Vietnam,  Administrat: 
sources  say.  Clinton's  Jul} 
decision  to  end  U.  S.  opp< 
tion  to  a  French-Japanese 
fort  to  clear  Hanoi's  $140  r 
lion   in   arrears  with 
International  Monetary  Fx 
triggered  talk  that  the  U  I 
would  lift  the  ban  by  Sept.  I 
That's  the  deadline  for  C  I 
ton  to  renew  sanctions.  Mi§ 
ful  of  opposition  from  ve 
ans'  groups  and  families 
missing  servicemen,  Clintor 
now  expected  to  ease  the 
bargo  only  enough  to  pen 
U.  S.  companies  to  join  in  pi 
ects  funded  by  the  Wo 
Bank  and  similar  institutio  - 
U.  S.  consumer-product  m 
ers,  telecommunications  cc 
panies,  and  others  will  rem 
shut  out  of  Vietnam. 
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Faster  than  you  can  find  Fullerton, 
we  can  find  out  when  your  package  got  to  Fullerton. 


In  a  matter  of  seconds,  our  Computerized 

Tracking  and  Tracing  system  can 
tell  us  the  delivery  status  of 
your  Express  Mail®  package. 

That's  because  its  bar 
code  is  electronically  scanned  at 
different  points  along  its 
overnight  journey.  This  data  is 
in  transmitted  directly  to  our  central  computer. 

This  advanced  sys- 
i  lets  us  update  you 
hours  a  day,  every  day.  All  you  have  to  do  is  call 


3b53S80SbUS 


our  Customer  Service  Center  at  1-800-222-1811. 

Use  the  same  number  to  arrange  pickup  or  ask 
any  questions  about  Express  Mail. 

Finally,  to  fully  ease  your 
mind,  consider  the 
extraordinary  value  of 
overnight  Express  Mail 
from  the  United  States 
Postal  Service.  From  just 
$9.95,  365  days  a  year, 
we  track,  we  trace, 
we  deliver  for  you 


3  U  S  Postal  Service 


United  States  Postal  Service 
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"WE'D  LIKE  TO 
PUT  YOU  5,000  MILES 
CLOSER  TO  YOUR  NEXT 

FREE  TICKET.  AND 
WITH  NEW  MARRIOTT 


MILES  WE  CAN. 


Stay  with  us  and  watch  the  miles  build  up  on  American  Airlines®, 
British  Airways,  Continental,  Northwest,  TWA  and  USAir.  Add  5,000  miles 
for  every  5  stays— whether  you  fly  or  not.  To  join,  call  1-800-FOR-MILES. 

Harriott 


HOTELS •  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOC" 


You  must  be  a  member  of  a  frequent  flyer  program  to  play.  Earn  500  frequent  flyer  miles  for  every  stay.  Plus,  2.500  miles  after  every  fifth  stay,  for  a  total  of  5,000  miles 
for  e\  i  v  5  stays.  With  TWA  (international  hotels  only)  earn  up  to  7.500  miles  for  every  5 stays.  With  Continental,  earn  up  to  10.000  miles  for  every  5  stays.  Marriott 
Honored  Guest  Awards  points  will  not  be  awarded  for  Marriott  Miles  stays.  Marriott's  Courtyard.  Residence  Inn.  and  Fairfield  Inn  hotels  do  not  participate  in  Marriott 
Miles.  To  earn  frequent  flyer  miles  in  Marriott  Miles,  check- in  must  occur  between  May  1.  1993  and  June  30.  1994.  ©1993  Marriott  Corp. 
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HE  NEW  KIDS  IN  CONGRESS 
mO  COULD  BLOCK  NAFTA 


E  the  North  American  Free  Trade  Agreement  is  to  be 
approved,  it  needs  the  backing  of  representatives  such 
is  Dan  Miller  (R-Fla.).  The  first-termer  from  Bradenton 

an  executive  for  19  years  and.  as  an  avowed  free  trader, 
ks  the  pact  offers  "a  lot  of  pluses."  Yet  Miller  says  he's 
nly  on  the  fence"  as  far  as  NAFTA  is  concerned.  A  key  rea- 
why:  During  the  August  recess,  he  sat  through  10  town 
tings  at  which  only  a  handful  of  constituents  endorsed  the 
:.  But  dozens  objected,  citing  potential  job  losses  and  oth- 
amage  to  the  U.  S.  economy.  "I  find  very  little  support  for 
TA  and  strong  opposition,"  he  says.  "It's 
zing  how  passionate  these  people  are." 
lith  the  majority  of  House  Democrats 
Dsed  to  NAFTA,  any  weakening  of  Re- 
lican  support  puts  the  pact  in  jeopardy. 

veterans  remain  overwhelmingly  sup- 
ive.  But  enough  of  the  party's  48  House 
hmen  are  balking,  which  imperils  the 
ership's  goal  of  delivering  120  of  the  175 
se  Republicans.  An  informal  poll  of  GOP 
hmen  by  Representative  John  L.  Mica 
"la.)  found  that  11  oppose  the  pact  or 

against  it,  14  are  undecided,  and  19  of- 
3ome  degree  of  support. 
ANGERED  VEGGIES?  Why  the  waffling? 
ie  GOP  newcomers  represent  districts 

could  suffer  economically  if  the  treaty 
itified.  "It's  jobs,"  says  Mica,  "meat  and 
itoes."  Or,  to  be  more  precise,  tomatoes  and  sweet  corn, 
'd  be  devastated  because  our  folks  could  not  compete 
i  Mexican  farmers,"  he  says. 

hen  there's  Ross  Perot,  who  has  made  defeat  of  NAFTA  a 
onal  crusade.  Many  first-term  Republicans  were  elected  by 
•ow  margins  in  districts  where  the  Texas  billionaire  got 
e  than  20%  of  the  1992  Presidential  vote.  Some  credit  Per- 
sta  support  for  their  victories.  Now,  they're  feeling  the 
i  of  the  anti-NAFTA  brushfire  fanned  by  Perot  and  his 
,ed  We  Stand  America  organization.  Miller  was  particular- 


MILLER:  "FIRMLY  ON  THE  FENCE 


ly  impressed  when  a  Perot  follower  at  a  citizens'  forum  in 
Englewood,  Fla.,  buttressed  his  attack  by  reading  from  the 
1,100-page  agreement.  "These  are  conservative,  mostly  Repub- 
lican businesspeople,"  Miller  says.  "There  is  no  way  to  tell 
them  they  won't  be  hurt"  by  NAFTA. 

"sensible."  The  GOP  freshmen's  growing  ambivalence  has 
NAFTA  supporters  nervous.  "They  are  a  very  important  bloc  of 
votes,"  says  House  Republican  Conference  Chairman  Richard 
K.  Armey  (Tex.).  "We  are  going  to  work  with  them  to  put  this 
orchestrated,  vocal  resistance  into  focus."  Worried  Clinton- 
ites  are  counting  on  the  GOP  leadership  to 
bring  wayward  freshmen  back  into  line. 
But,  as  Armey  notes:  "It's  sensible  for 
them  to  be  cautious.  If  you're  talking  about 
a  close  congressional  race,  [Perot  backers] 
could  conceivably  swing  the  balance." 

Perot's  troops  are  doing  their  best  to 
keep  the  wavering  Republicans  as  uncom- 
fortable as  possible.  They  have  distributed 
copies  of  Perot's  latest  book,  Save  Your 
Job,  Save  Our  Nation,  an  attack  on  NAFTA 
co-authored  with  economist  Pat  Choate 
(page  40),  to  every  congressional  office. 
And  Perotnistas  have  shown  up  in  force 
at  lawmakers'  issues  forums  from  Idaho  to 
Florida.  "The  freshmen  listen  very  closely 
to  their  constituents,"  says  Perot  spokes- 
woman Sharon  Holman,  "and  the  message 


they're  getting  is  clearly  against  NAFTA.' 

Many  of  the  freshmen  say  they  are  waiting  to  hear  from 
supporters  of  the  treaty  before  finally  committing  themselves. 
But,  too  often,  all  they  hear  is  silence.  "Does  the  Chamber  of 
Commerce  support  this?"  asks  Miller.  If  nafta's  business 
backers  wait  much  longer  to  mount  an  effective  counterattack, 
the  solid  GOP  support  that  nafta  needs  in  the  House  may  be 
gone— and  with  it  any  prospect  for  approval  of  the  market- 
opening  agreement. 

By  Richard  S.  Dunham 
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ack  F.  Kemp  remains  most  Republi- 
can conservatives'  first  choice  for 
s  1996  Presidential  nomination.  But 
,ny  of  the  former  Housing  &  Urban 
velopment  Secretary's  backers  have 
an  frustrated  as  Kemp  has  taken  a 
dcseat  as  a  GOP  spokesman  to  a  po- 
ltial  rival  in  1996,  Senate  Minority 
ader  Bob  Dole  (R-Kan.).  Now  Kemp 
letting  ready  to  raise  his  visibility, 
is  fall,  he  will  set  up  a  new  political- 
ion  committee  that  will  raise  funds 
help  him  campaign  for  Republican 
aise  and  Senate  candidates  next 
ar.  In  the  process,  Kemp  will  pile 
IOUs  that  he  can  collect  if  he  runs 


for  the  White  House.  So  far,  Kemp 
says,  100  candidates  have  asked  him  to 
appear  at  fund-raisers.  But  the  former 
Representative  from  New  York  State  is 
keeping  mum  about  his  long-term 
plans.  "I  won't  talk  about  '96  until  after 
'94,"  he  says. 

REGULATORS  

The  White  House  appears  to  be  step- 
ping up  its  languid  pace  in  filling 
vacancies  at  key  financial  regulatory 
agencies.  Two  women  have  emerged 
as  the  leading  contenders  for  a  spot 
on  the  Securities  &  Exchange  Com- 
mission. Martha  L.  Cochran,  the  top 
securities  counsel  for  the  Senate  Bank- 
ing Committee,  has  the  backing  of  Sen- 


ator Christopher  J.  Dodd  (D-Conn.),  a 
close  friend  of  SEC  Chairman  Arthur 
Levitt  Jr.  But  she  has  competition 
from  University  of  Maryland  law  pro- 
fessor Ellyn  L.  Brown,  a  former  Mary- 
land securities  commissioner.  Mean- 
while, sitting  SEC  Commissioner  Mary 
L.  Schapiro  has  been  approached  by 
the  White  House  about  a  new  post  as 
chair  of  the  Commodity  Futures  Trad- 
ing Commission.  The  appointment  of 
Schapiro,  an  sec  veteran  and  a  for- 
mer general  counsel  of  the  Futures  In- 
dustry Assn.,  could  lead  to  greater 
cooperation  between  the  SEC,  which 
regulates  stock  and  bond  markets,  and 
the  cftc,  which  oversees  options  and 
futures  trading. 
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THE  ROARING 
SUBMINIS 


A  new  breed  of  tiny  cars  defies  Europe's  slump 


When  top  brass  from  Sweden's 
Volvo  visited  executives  of 
France's  Renault  before  their 
Sept.  6  merger,  one  of  the  most  popular 
sessions  of  the  day  featured  test  drives 
of  Renault  models.  The  French  looked 
on  in  surprise  as  Volvo  executives  scam- 
pered past  fancy  sedans,  such  as  the 
Safrane,  and  headed  straight  for  Re- 
nault's bottom-of-the-line  Twingo  mini- 
car.  "There  was  a  mad  rush  to  get  to  the 
Twingo,"  recalls  one  participant. 

Now  Renault  and  other  auto  makers 
are  hoping  the  rush  to  small  cars  will  be 
the  trend  that  helps  end  their  worst 
slump  since  World  War  II.  Since  its 
March  launch,  the  $9,700  Twingo  has 
carved  out  a  6.2%  market  share  in 
France.  Italy's  Fiat  launched  the  Punto, 
a  new  small  model  with  a  price  tag  be- 
tween $9,000  and  $15,000,  at  the  Frank- 
furt Motor  Show.  The  show  also  fea- 
tured plenty  of  prototypes.  Volkswagen 


has  its  new  small  Chico.  Ford  showed  a 
concept  car  with  a  two-stroke  engine. 
(i.M-Opel  lias  plans  for  an  "O-car"  that 
would  be  smaller  than  its  subcompact 
Corsa  model.  Even  luxury  carmaker 
Mercedes-Benz  unveiled  a  prototype  of  a 
small  car  currently  dubbed  Vision  A  93, 
while  archrival  BMW  showed  the  second- 
generation  design  of  its  small  El  electric 
model.  The  BMW  and  Mercedes  minis 
would  sell  at  around  $18,000. 
microscopic.  The  allure  of  these 
mighty  midgets  is  apparent.  Europeans 
looking  for  fuel  efficiency  and  easy  ma- 
neuvering on  small  city  streets  already 
buy  about  4  million  cars  of  subcompact 
size  and  below — about  a  third  of  West- 
ern Europe's  market.  And  though  most 
models  have  never  been  quite  this  micro- 
scopic, European  carmakers  have  a  tra- 
dition of  building  good-quality  small 
cars,  such  as  the  Renault  5.  Fears  about 
pollution  reinforce  the  trend. 


As  a  result,  sales  of  the  low-prk 
subminis,  called  A-class  cars  locally, 
resisting  Europe's  sharp  economic  dov 
turn  far  better  than  bigger  models.  La 
don-based  consultants  DRl/McGraw-r 
forecast  submini  sales  will  fall  2.7%  t 
year,  a  fraction  of  the  16%  drop  expecl 
for  European  auto  markets  as  a  whc 
"There's  a  segment  developing  bel 
the  [subcompacts],"  says  Ford- Wei 
board  member  Rainer  Strang.  "We 
feel  it  very  clearly."  Marketers  have  o 
er  motives  for  pushing  this  new  cate; 
ry:  The  cheapest  minis  could  also 
come  best-selling  starter  cars  in  East* 
Europe.  And  in  the  West,  they  coi 
reinforce  brand  loyalty  to  Europe 
nameplates  and  keep  market  share  (j 
of  the  hands  of  the  Japanese. 

To  build  this  new  market,  the  miri  i, 
designers  are  providing  car  buyers  w 
a  surprising  amount  of  space  as  wells 
features  that  constitute  astounding  v[ 
ue  for  the  price.  The  Twingo,  for  exa 
pie,  has  a  tilted  transverse  engine  tit 
occupies  minuscule  space,  giving  1p 
passenger  compartment  a  lot  of  rooUj 
Another  attraction:  The  Twingo's  ba 
seat  slides  forward  and  backward,  lj 
conventional  front  seats,  creating  pier 
of  leg  room.  And  the  Twingo's  designs 
went  wild  with  bright,  contrasting  cok 
in  dashboard  controls,  upholstery,  a 
exterior.  The  result  is  a  car  that  may  ij 
roar  by  at  93  miles  per  hour  on  if 
highway,  but  that  still  offers  plenty  f 
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appeal — and  can  travel  62  miles  on 

at  2  gallons  of  gas. 

ut  manufacturers  also  realize  they 

can't  ride  smoothly  to  recovery  in  a 
t  of  itsy-bitsy  autos  with  perky 
tes.  For  starters,  design  and  tooling 
a  new  model  can  quickly  top  $2  bil- 

in  costs,  a  big  outlay  when  auto 
'its  are  under  such  pressure.  Besides, 
gins  on  small  cars  traditionally  are 
larrow  as  the  back  seat  of  a  vw 
tie.  "It  is  very  difficult  to  make  mon- 
rith  A-class  cars,  "  says  Karl  Ludvig- 

president  of  London-based  consul- 

Ludvigsen  Associates.  That's  why 
ers  such  as  General  Motors,  Ford, 
cedes,  and  BMW  have  yet  to  give 
j  projects  the  final  go-ahead  for  full 
luction. 

'  boost.  There  are  ways  to  turn  a 
it  in  this  category.  Both  GM  and  vw 
trying  to  develop  superlean  produc- 

processes  that  will  squeeze  out 
s.  Fiat  has  moved  production  of  its 
juecento  to  Poland.  A  third  of  Re- 
t's  Twingo  capacity  is  in  Spain,  a 
ir-cost  manufacturing  site  compared 

France.  Renault  also  has  a  no-frills 
keting  strategy  for  the  Twingo, 
:h  features  just  one  engine  size  and 
rs  only  two  options:  air-conditioning 
a  sun  roof.  That  relative  austerity 
,  investments  down  to  $654  million 
trimmed  15%  off  production  costs, 
le  Twingo's  success  has  unveiled  an- 
r  customer  trend  with  big  implica- 
?.  "It's  not  just  impecunious  young 
>le  buying  it,"  says  DRl/McGraw-Hill 
f  analyst  John  Lawson.  "There  has 
i  a  tremendous  take-up  by  well- 
ed, middle-aged  people  who  want 
ething  with  good  environmental  cre- 
■ials."  That  seemed  to  spell  opportu- 
for  Mercedes-Benz'  new  chief  exec- 
e,  Helmut  Werner.  Within  four 
ths  of  moving  into  the  top  job,  he 
eled  out  the  small-but-pricey  Vision 
>3  prototype,  with  air-conditioning, 
skid  brakes,  electric  seat  adjust- 
t,  and  air  bags  as  standard  items.  A 
o-diesel  engine  boasts  fuel  consump- 
of  about  1  gallon  per  62  miles, 
erner  already  is  talking  about  pro- 
ng 200,000  Vision  A  93s  annually  in 
1  years'  time.  Such  a  move  would 
cally  change  Mercedes'  culture, 
iting  present  total  output  by  a  third 
making  the  company  a  volume  pro- 
;r  over  at  least  part  of  its  range, 
'its  could  be  elusive:  Mercedes  is 
ting  to  close  a  30%'  cost  gap  with  the 
uiese. 

at  the  German  auto  maker  may  have 
hoice.  Says  Werner:  "The  market  at 
top  of  the  high  series  is  getting  slim- 
1 ."  In  Europe's  era  of  diminishing  ex- 
ations,  that  realization  is  driving 
»  makers  to  think  small. 
/  John  Templeman  in  Frankfurt,  with 
uu  reports 


JAPAN'S  CARMAKERS 
GO  IN  FOR  A  PIT  STOP 


The  opening  day  of  the  Frankfurt 
Motor  Show  was  a  subdued  af- 
fair for  the  Japanese.  European 
Community  negotiators  had  just  per- 
suaded the  Japanese  to  slash  their  auto 
exports  to  Europe  by  an  additional 
9.1%  this  year,  to  980,000  vehicles.  The 
cut  came  on  top  of  a  9.4%  drop  the 
Japanese  had  already  agreed  to  in 
April.  "Our  necks  are  being  squeezed 
tighter,"  says  a  glum-faced  Takeomi 
Miyoshi,  executive  vice-president  at 
Honda  Motor  Europe.  "This  is  a  fragile 
and  dangerous  time." 

Like  their  European  rivals,  the  Japa- 
nese are  definitely  feeling  the  effects 
of  a  disastrous  auto  market.  Total 
sales  in  the  EC  should  drop  15.9%  this 


A  NISSAN  PLANT  IN  BRITAIN:  CUTTING  PRODUCTION  AND  AGREEING 
TO  SMALLER  QUOTAS  MAY  BE  SMART  IN  EUROPE'S  DOWN  MARKET 


year,  to  11.73  million  cars.  And  the 
pressure  from  Europe's  carmakers  for 
tighter  restrictions  on  Japanese  im- 
ports is  bound  to  continue.  On  Sept.  8, 
Peugeot  Chief  Executive  Jacques  Cal- 
vet  attacked  EC  negotiators  for  not 
winning  big  enough  concessions  in 
their  latest  talks  with  the  Japanese, 
saying  the  accord  should  be  renegotiat- 
ed or  Japanese  market  share  frozen. 

Even  the  Japanese  plants  in  Europe, 
which  are  exempt  from  the  restric- 
tions, are  operating  below  forecasts. 
Nissan,  the  biggest  Japanese  player 
with  a  3.7%  market  share,  won't  make 
its  targeted  270,000  units  this  year  at 
Sunderland,  its  British  facility,  which 
has  a  capacity  of  300,000.  At  its  new 
Burnaston  plant,  also  in  Britain, 
Toyota  says  it  probably  won't  meet  tar- 
geted production  of  100,000  units  of 
the  midsize  Carina  E  in  1994.  More 
plant  construction  is  unlikely.  "Now  is 


not  the  time  to  invest  in  new  [Europe- 
an] factories,"  says  Nissan  Motor  Co. 
President  Yoshifumi  Tsuji.  "People  tell 
me  the  decline  is  bottoming  out,  but 
I'm  not  convinced."  So  the  Japanese 
are  turning  to  growth  markets  else- 
where. "Right  now  the  focus  is  on 
Asia,"  says  Toyota  Motor  Europe 
Chairman  Eiichi  Kumabe. 
tailored  design.  Despite  the  prob- 
lems, plenty  of  Europeans  still  want 
Japanese  cars.  This  year,  the  Japanese 
could  win  12.8%'  of  the  market,  up  from 
11.3%  in  1992.  That's  creeping  beyond 
the  10%  share  the  Japanese  feel  is  now 
politically  acceptable  in  Europe.  The 
Japanese  are  also  boosting  imports 
from  Japanese  plants  in  other  coun- 
tries that  are  not  in- 
cluded in  the  EC  re- 
strictions. Next 
year,  Honda  will 
ship  10,000  Civic 
Coupes  made  in 
Ohio  to  Europe. 

And  even  in  the 
middle  of  Europe's 
car  slump,  the  Japa- 
nese plan  to  attract 
more  European  buy- 
ers by  broadening 
the  model  mix.  Most 
Japanese  sales  in 
Europe  are  concen- 
trated now  in  the 
midsize  range.  Yet 
Honda,  to  cite  one 
example,  may  devel- 
op a  small  car  for 
Europe.  And  on  the 
other  end,  Mazda  just  introduced  its 
luxury  Xedos  9,  with  a  2.5-liter  engine 
that  makes  it  more  powerful  than  the 
626  sedan's  2-liter  engine. 

The  Japanese  are  sharpening  their 
understanding  of  Europeans'  differing 
tastes  by  setting  up  local  design  stu- 
dios, mostly  in  Germany.  Toyota  has 
figured  out  that  red  cars  sell  well  in 
Britain,  but  Belgian  motorists  prefer 
other  colors.  Like  Nissan's  Primera,  de- 
signed with  Europe  in  mind,  Honda's 
British-built  Accord  is  narrower  and 
sportier  than  the  latest  American  Ac- 
cord. The  Japanese  are  beefing  up 
their  sales  networks,  including  those  in 
Poland,  Hungary,  and  Russia. 

This  go-slow  approach  could  put  the 
Japanese  in  an  even  better  position. 
"It's  a  philosophy  of  moderation,"  says 
Toyota's  Kumabe.  No  one  is  mistaking 
this  moderation  for  surrender. 

By  Karen  Lowry  Miller  in  Frankfurt 
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MURDOCH  MAY  HITCH  A  PRIZE 
TO  HIS  STAR  TV 


His  bid  for  a  leading  station  intensifies  the  Asian  media  scramble 


R 


,upert  Murdoch  has  had  a  busy 
summer.  After  being  blocked  in 
an  attempt  last  July  to  buy  a  22% 
share  of  Hong  Kong's  biggest  TV  sta- 
tion, Television  Broadcasts  Ltd.  (TVB),  his 
News  Corp.  turned  around  that  same 
month  and  bought  Asia's  leading  satel- 
lite-TV network,  Star  TV.  Now,  if  regula- 
tors don't  stop  him,  he  could  be  on  the 
verge  of  getting  tvb  after  all. 

Murdoch's  feverish  maneuvers  are 
part  of  the  new  rush  among  the  world's 
largest  media  powers  to  grab  pieces  of 
the  massive  Asian  market.  Fighting  it 
out  are  News  Corp.,  Time  Warner, 
Turner  Broadcasting  System,  Capital 
Cities/ABC,  Dow  Jones,  and  GE.  They're 
all  seeking  to  become  powers  in  China, 
Taiwan,  and  Southeast  Asia,  where  de- 
mand for  more  interesting  news  and  en- 
tertainment has  led  to  the  proliferation 
of  illegal  cable-TV  hookups 
and  satellite  dishes.  Local 
access  to  foreign  program- 
ming may  displease  gov- 
ernment officials  in  Beijing 
and  other  authoritarian 
Asian  capitals,  says  tvb 
Assistant  General  Manag- 
er Alfred  Ng,  but  "they 
cannot  stop  it:  first,  be- 
cause of  the  technology, 
and  second,  because  the 
people  are  demanding  it." 

As  in  other  parts  of  the 
world,  Murdoch  is  focusing 
on  television — and  TVB  is  a 
major  prize.  This  year,  ad- 
vertising revenues  will  hit 
$225  million  in  Hong  Kong 
alone,  says  Kirk  Sweeny, 
research  director  at  Shear- 
son  Lehman  Brothers  Inc. 
Hong  Kong.  TVB's  signal, 
which  China  stopped  jam- 
ming last  year,  reaches  20 
million  households  in 
Guangdong  province. 
star  rival.  The  addition 
would  complement  Star  TV, 
which  Murdoch  bought 
from  billionaire  Li  Ka- 
shing  for  $525  million.  Star 
beams  MTV  Asia,  BBC 
World  Service,  and  other 
programming  to  11.3  mil- 
lion households,  tvb  also 
would  give  Murdoch  a  link 


to  the  fast-growing  Chinese  film  indus- 
try via  its  largest  shareholder,  Sir  Run 
Run  Shaw,  who  runs  the  world's  leading 
Chinese  film  studio,  Shaw  Brothers  Ltd., 
which  cranks  out  scores  of  potboilers. 

Murdoch  may  soon  drop  his  Asian 
newspaper  holding  to  devote  more  ener- 
gy to  television.  To  gain  share  of  tvb  he 
will  likely  trade  his  50%'  stake  in  The 
South  China  Morning  Post  to  Robert 
Kuok,  chairman  of  Hong  Kong-based 
Kerry  Group,  which  controls  36%  of  TVB. 
Murdoch  paid  $230  million  for  the  Post 
in  1986,  and  it  has  been  a  cash  cow  for 
News  Corp.,  earning  aftertax  profits  of 
$76  million  last  year.  But  analysts  say 
the  newspaper's  growth  potential  is  low. 

Kuok  may  see  things  differently.  He 
is  close  to  Beijing's  leaders,  who  have 
appointed  him  to  an  advisory  panel  on 
Hong  Kong-China  relations.  Kuok  has 
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.„        STAR  REAMS 

3*t»     MTV  ASIA 
AND  OTHER 
<g5  PROGRAMMING 
TO  1 1.3  MILLION 
HOUSEHOLDS 


MEDIA  HEAVYWEIGHTS  ZERO  IH  OH  ASIA 


NEWS  CORP.  Has  acquired  Star  TV,  Asia's  leading  satellite  network,  and 
may  get  a  stake  in  TVB,  Hong  Kong's  biggest  TV  station 


TURNER  BROADCASTING  Its  CNN  is  joining  a  consortium  to  take  on  Star 
TV,  and  it's  spending  $15  million  to  set  up  Asian  production 


TIME  WARNER  Hopes  to  produce  Chinese-language  programming,  and 
its  HBO  will  be  on  cable  in  eight  Asian  countries  by  yearend 


CAPITAL  CITIES/ ABC  Its  ESPN  sports  network  will  be  part  of  group  set- 
ting up  a  satellite  network  to  rival  Star  TV 


extensive  real  estate  holdings  in  Ch  I 
and  owning  the  Post  would  increase  | 
clout  with  policymakers.  Press-watcl  I 
in  Hong  Kong  v/orry  that  the  Post  it 
tone  down  its  often  sharp  criticism! 
Beijing  once  it  has  a  Chinese  boss. 

Murdoch's  TV  moves  are  jostling  I 
other  Western  giants.  In  July,  Turn! 
Cable  News  Network  announced  p]| 
to  join  a  "loose  consortium"  with  Tl 
Warner's  Home  Box  Office,  Capital  I 
ies'  ESPN,  the  Discovery  Channel,  I 
TVB  to  form  what  it  calls  a  "prog:  I 
neighborhood."  The  group  plans  to  s  I 
a  rival  to  Star  TV  after  the  1994  lau  I 
of  a  Chinese  communications  satellite  I 
June,  Turner  also  announced  its  plail 
spend  up  to  $15  million  this  year  setil 
up  production  facilities  in  Singapore,  I 
kyo,  or  Hong  Kong.  New  English- 1 
guage  news  and  information  progr| 
ming  should  be  running  by  early  19! 

Time  Warner  Inc.  also  is  on  the  m 
Warner  Brothers  is  looking  for  an  A 
partner  for  Chinese-language  pro: 
ming.  Time  Warner's  HBO  is  now  on| 
ble  systems  in  Singapore,  Thailand 
nei,  and  the  Philippines.  By  yearen 
will  add  Taiwan,  with  Indonesia,  M 
sia,  and  Hong  Kong  to  follow. 
Jones  and  GE  are  pushing  into  the 
field  of  business  broadc| 
ing.  Dow  Jones  plan 
linkup  in  November 
an  Indonesian  satelli 
beam  Asia  Business  N 
a  joint-venture  project 
Singapore  Broadcas 
and  Hong  Kong-ba 
Business  News  Netw 
GE's  CNBC  hopes  to  bn 
cast  business  news  f: 
Hong  Kong. 

Other  Asians  are  joi 
the  fray.  Hong  Kong 
glomerate  Wharf  (H 
ings)  Ltd.  is  less  than 
months  away  from  lau 
ing  Hong  Kong's  first 
ble  system.  Wharf 
that  by  1996  it  will  h| 
95%  of  the  territory's 
million  households  wi: 
Wharf  has  its  own  pro* 
tion  studio  and  is  mo\ 
to  install  cable  in  Chin 
As  Western-style  tel 
sion  spreads  across  A 
the  huge  new  mar 
promises  billions  to  tl 
who  can  capture  part  o 
Murdoch  is  now  in 
lead,  but  he  will  need 
keep  fending  off  the  W 
ern  and  Asian  rivals  trj 
to  catch  him. 

By  Dave  Lindorff  in  H 
Kong 
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THE  NEW  OL400e: 
NO  LASER  PRINTER 
MEASURES  UP  TO 
OUR  FEATURES  AND 
DOWN  TO  OUR  SIZE 


( Diagram  not  actual  size,  out  you  get  the  idea,  its  a  small  printer. )  ■ 
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OKIDATA  Reg.  T.M.  M.D.  OKI  Electric  Industry  Company.  Ltd.  I 
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THE  OKIDATA  OL400e  LED  PAGE  PRINTER  INTRODUCES  A  NEW  FORM  OF  BUSINESS 
ECONOMICS.  SPEND  LESS.  GET  MORE.  Not  only  is  it  small,  but  the  OL400e  is  loaded  with 
features  that  you'd  normally  find  only  in  larger,  higher-priced  laser  printers  and  has  more  features  thar 
you'd  have  to  settle  for  in  ordinary  inkjet  printers. 
Okidata's  solid-stat<>  printhead  delivers  laser  perfect  sharpness  with  LED  reliability.  Reliability  backed  with  a  five 
year  printhead  warranty,  the  lengthiest  in  th;-  industry.  Under  the  OL400e's  compact  14.2"  x  12.6"  case  is  a  built-in  100  sheet  paper  tray 
You  can  print  transparencies,  cards,  labels,  and  envelopes,  and  collate  them,  too.  The  OL400e's  microfine  toner  gives  every  printed 
character  a  smoother,  cleaner  edge.  And  you  can  choose  your  favorite  smooth  characters  from  44  internal  fonts- 
all  this  at  an  industry  standard  4  pages  per  minutt 

The  Okidata  OL400e  is  not  only  PC-compatible,  it's  wallet-compatible.  So  if  you've  put  off 
buying  a  printer,  and  have  a  square  foot  or  so  to  spare,  telephone  1-800-OKI  -TEAM,  EXT.  282  for  the 
dealer  nearest  you.  And  find  out  how  much  more  you  can  get  by  spending  less.  17  1 
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ANADIANS  AND  KIM  CAMPBELL: 
DYE  HER,  HATE  HER  POLICIES 


rhe  general  election  called  on  Sept.  8  by  Canadian  Prime 
Minister  Kim  Campbell  is  shaping  up  to  be  a  very  close 
fight  between  her  Conservative  Party  and  the  opposition 
erals.  In  fact,  one  of  Canada's  leading  pollsters,  Angus 
d,  predicts  it's  "very  likely"  that  neither  party  will  win  a 
ority  in  the  Oct.  25  vote,  leading  to  a  fragile  minority  or 
lition  government. 

lince  she  took  office  on  June  25,  Campbell,  46,  has  boosted 
fortunes  of  the  Tories,  who  trailed  the  Liberals  by  more 

n  25%  in  the  polls  under  her  unpopular  predecessor,  Brian 

Ironey.  Canadians  find  the  witty,  irreverent  Campbell,  who 

n  jokes  about  putting  on  weight 

>ffice,  a  refreshing  contrast  with 
stuffy  Mulroney.  In  fact,  she  is 

sonally  far  more  popular  than  Lib- 

I  leader  Jean  Chretien,  59,  a  30- 

r  veteran  of  Parliament.  But  the 

erals  still  lead  the  Tories,  40%  to 

>,  in  the  most  recent  Gallup  Cana- 

1)11. 

'he  problem  is  that  regardless 
t  much  Canadians  like  Campbell, 
Y  are  fed  up  with  the  Tories'  eco- 
lic  record  and  polices.  Opposition 
:he  newly  minted  North  Ameri- 

Free  Trade  Agreement,  which 

Tories  pushed  through  Parlia- 


CAMPBELL:  PRO-NAFTA,  BUT  OPPOSITION  RUNS  2-1 


it  last  June,  is  running  2  to  1.  Canadians  also  want  some- 
[g  done  about  an  11.6%  unemployment  rate.  But  Campbell's 
ance  Minister,  Gilles  Loiselle,  recently  warned  that  be- 
se  of  Canada's  $25  billion  deficit,  "we  cannot  take  money 
haven't  got  to  create  jobs." 

favorite.  In  contrast,  the  Liberals'  platform  is  far  more  in 
e  with  the  public  mood.  Chretien,  who  thunders  that  the 
5.  has  been  treating  Canada  as  if  it  were  "the  51st  state," 
rs  to  renegotiate  NAFTA  on  terms  more  favorable  to  Cana- 
l  industry.  Chretien  promises  a  more  activist  economic 
cy,  including  a  multibillion-dollar  infrastructure  program  to 


create  jobs.  He  also  blasts  the  Bank  of  Canada  for  being  ob- 
sessed with  controlling  inflation,  which  is  running  at  1.6%. 

This  platform,  and  a  yearning  for  change  after  nine  years 
of  Conservative  rule,  make  Chretien  the  favorite  for  now.  If 
that  lead  holds  up,  the  Conservatives'  drive  to  make  the 
country  more  competitive  internationally  could  be  sharply 
undercut.  Already,  investors'  concerns  about  an  expansionary 
monetary  policy,  stepped-up  spending,  and  other  possible  con- 
sequences of  a  Liberal  victory  have  helped  drive  the  Canadian 
dollar  to  a  six-year  low  of  75.3<?  vs.  the  American  greenback. 
While  business  leaders  doubt  that  Chretien  would  pull  out  of 
NAFTA,  they  believe  a  Liberal-led 
government  would  likely  produce  a 
lot  more  trade  friction  with  the  U.  S. 
standoff?  Analysts  are  also  worried 
that  a  strong  showing  by  the  Bloc 
Quebecois,  which  champions  indepen- 
dence for  the  French-speaking  prov- 
ince of  Quebec,  could  make  Canada 
an  ungovernable  mess.  The  Bloc, 
which  is  running  candidates  in  a  na- 
tional election  for  the  first  time, 
could  win  at  least  half  of  Quebec's  75 
parliamentary  seats.  Also,  with  the 
ultraconservative  Reform  Party  of 
Canada  likely  to  make  gains  in  the 
west,  neither  of  the  main  parties 
may  be  able  to  win  a  majority  in  the  295-seat  Commons. 
Moreover,  the  Bloc's  constant  lobbying  for  a  breakup  of  Can- 
ada "would  make  it  very  difficult  for  a  government  to  rule," 
worries  University  of  Ottawa  political  scientist  John  Trent. 

For  Campbell  to  pull  a  win  out  of  this  muddle,  analysts  say, 
she  has  to  focus  the  campaign  on  personalities  and  dance 
lightly  over  the  issues.  That  will  not  be  easy  given  the  anxie- 
ty about  Canada's  jobless  recovery.  But  then  again,  a  country 
that  has  become  notorious  for  the  blandness  of  its  leaders  may 
decide  that  the  colorful  Campbell  is  worth  keeping  around. 

By  William  C.  Symonds  in  Toronto 


OBALWRAPUPI 


ILESTONE  IN  SOUTH  AFRICA 

■he  ruling  white  National  Party's  de- 
i  cision  to  share  power  with  black 
oups  through  a  Transitional  Execu- 
te Council  is  a  breakthrough  in  the 
ig-stalled  constitutional  talks.  It  will 
ely  lead  the  African  National  Con- 
ess,  the  largest  black  party,  to  call 
r  a  lifting  of  most  sanctions  against 
■uth  Africa  within  a  few  weeks.  Only 
e  ineffective  arms  and  oil  embargoes 
e  likely  to  be  continued.  The  TEC, 
lich  will  probably  be  installed  by  No- 
mber,  is  intended  to  keep  any  group 
)m  using  the  police  or  other  state 
stitutions  to  influence  the  outcome 
general  elections  now  planned  for 


Apr.  27,  1994.  It  will  include  represen- 
tatives of  each  of  the  20-plus  parties 
negotiating  a  new  constitution. 

But  jubilation  is  tempered  by  its  re- 
jection by  important  groups,  including 
Mangosuthu  Buthelezi's  Inkatha  Free- 
dom Party,  which  governs  the  Kwa- 
Zulu  homeland,  as  well  as  the  govern- 
ments of  the  nominally  independent 
Bophuthatswana  and  Ciskei  homelands. 
Since  22%  of  South  Africa's  39  million 
people  reside  in  these  areas,  their  con- 
tinued resistance  to  the  negotiating 
process  and  their  increasing  hostility  to 
the  ANC  is  becoming  a  serious  threat  to 
the  transition  to  democratic  rule. 
Right-wing  white  groups  are  also  a 
troublesome,  if  lesser,  problem. 


TOKYO'S  REALITY  CHECK 


After  months  of  insisting  that  recov- 
ery wasn't  far  off,  government 
agencies  and  key  leaders  are  conceding 
that  Japan's  economy  is  still  in  trouble. 
Prime  Minister  Morihiro  Hosokawa  re- 
cently expressed  concern  that  the  econ- 
omy is  "slipping  backwards."  And  mo- 
mentum seems  to  be  building  for  some 
sort  of  stimulus  package.  Speculation  is 
growing  that  the  Bank  of  Japan  will 
soon  cut  its  official  discount  rate  some 
0.5%,  to  2%.  And  the  chief  cabinet  sec- 
retary's recent  comment  that  Tokyo  is 
looking  at  "immediate  macroeconomic 
polices"  is  seen  as  a  sign  that  fiscal 
remedies  may  be  not  far  off,  either. 


IATIONAL  OUTLOOK 
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THE  FIGHT 

OF  HIS  LIFE 

MICHAEL  WALSH'S  BATTLE  AGAINST  CANCER 


54  BUSINESS  WEEK/SEPTEMBER  20,  1993 


COVER  fl 
i 


Stacy  S.  Dick,  senior  vice-president  for  strategy  at 
Tenneco  Inc.,  mainly  remembers  the  silence.  It  was  so 
different  from  the  charged  bustle  that  had  accompa- 
nied Tenneco  Chief  Executive  Michael  H.  Walsh  when 
he  arrived  17  months  earlier  to  turn  the  misdirected 
company  around.  On  Jan.  20,  Walsh  bluntly  told  the  world  that 
he  had  been  diagnosed  with  an  inoperable  form  of  brain  can- 
cer. The  stunned  office  fell  into  stillness. 

Dick's  mother  had  died  of  cancer  when  he  was  a  child,  so 
perhaps  the  shock  was  especially  poignant  for  him.  It  took  a 
few  days  before  he  slowly  began  to  accept  what  had  happened. 
The  first  time  they  spoke  after  the  announcement,  Dick  decid- 
ed not  to  raise  the  subject  unless  Walsh  raised  it  first.  The 
conversation  ran  through  business  as  usual  until  Walsh  tried  to 
put  his  halting  lieutenant  at  ease.  "Everything's  O.K.,"  the  boss 
said  simply.  "Don't  worry  about  it." 

Eight  months  later,  it's  hard  not  to.  Walsh,  51,  has  clearly 
been  battered  by  his  cancer  and  its  treatments.  His  shock  of 
thick  brown  hair  is  gone,  except  for  a  wispy  fringe  at  ear  lev- 
el. He  walks  unsteadily,  with  a  pronounced  limp  in  his  left  leg. 
In  conversation,  he  gestures  animatedly  with  his  right  hand 
while  the  left  lies  still  in  his  lap. 

But  get  past  outward  appearances,  and  Walsh's  confidence 
and  candor  remain  startlingly  intact.  With  the  same  intensity 
that  propelled  him  from  the  U.  S.  Attorney's  Office  in  San  Die- 
go to  the  world  of  corporate  turnarounds,  the  hard-edged,  "no- 
excuses"  executive  is  now  manag- 
ing the  fight  of  his  life.  Walsh's 
unrelenting  optimism  has  also 
served  to  calm  a  $13  billion  con- 
glomerate smack  in  the  middle  of  a 
wrenching  reorganization.  "A  situa- 
tion like  this  has  to  be  the  hardest 
thing  a  person  can  go  through," 
Walsh  remarks  in  his  raspy  voice. 
"You  wouldn't  wish  it  on  your  worst 
enemy." 

IN  the  spotlight.  Few  top  execu- 
tives will  ever  face  such  a  life- 
threatening  trauma,  and  those  who 
do  typically  shun  the  spotlight.  Reg- 
inald Lewis,  chairman  of  closely  ^^^^^^^^^^^^^^ 
held  TLC  Beatrice  International 

Holdings  Inc.,  died  of  brain  cancer  only  a  day  after  the  world 
learned  of  his  disease— and  coinciclentally  a  day  before  Walsh's 
announcement.  Time  Warner  Chairman  Steven  J.  Ross  an- 
nounced he  had  prostate  cancer  in  1991,  but  the  company 
routinely  downplayed  the  seriousness  of  his  condition  until  the 
disease  overtook  him  a  year  later. 

Walsh  doesn't  relish  the  publicity  he's  gotten,  either.  But  he 
decided  early  on  to  stay  at  Tenneco's  helm  and  manage  the  sit- 
uation with  brutal  honesty.  The  question  is  whether  the  can- 
do  culture  he's  instilling  at  Tenneco  can  handle  both  the  trau- 
ma of  a  restructuring  and  the  tragic  implications  of  his  disease. 
Says  prominent  management  psychologist  Harry  Levinson: 
"There  has  to  be  all  kinds  of  anger,  depression,  fear,  worry. 
Ideally,  one  needs  to  deal  with  these  with  more  than  a  stiff  up- 
per lip." 

For  Walsh,  cancer  is  just  another  turnaround  situation. 
"Human  beings  manage  their  way  through  these  things,"  he 
says,  "and  it's  not  miraculous,  or  it's  not  all  miraculous.  It's 
about  90%  discipline  and  sweat."  Given  that  the  median  survi- 
val rate  for  someone  with  his  type  of  tumor  is  five  to  six 
years,  Walsh  doesn't  deny  that  there  could  be  "a  very  unpleas- 
ant outcome  to  this."  But  his  attitude  is  simple:  You  have  to 
get  on  with  it.  It  helps  that  Walsh's  doctors  have  lately  given 
him  some  hope:  They  say  the  tumor  appears  to  have  stopped 
growing  and  may  be  breaking  up.  Walsh  isn't  trumpeting  the 
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Walsh  presses  the  flesh 
at  a  meeting  with  securities 
analysts  in  New  York 


Daughter  Kim  looks  on 
as  Walsh  gets  a  hug  of 
support  from  a  friend 


news,  since  he  knows  the  disease  can 
take  sudden  and  unpredictable  turns. 
But  it's  good  news,  nonetheless. 

In  any  event,  Walsh  never  seriously 
considered  stepping  down  from  a  job  he 
loves  and  one  that  he  paints  in  grandi- 
ose terms  as  a  chance  to  prove  Ameri- 
ca's industrial  might.  The  board  never 
questioned  his  decision,  and  with  the 
solid  locking  of  his  doctors,  he  has  con- 
tinued to  shepherd  the  restructuring  he 
began  two  years  ago.  In  March,  only 
weeks  out  of  exhausting  radiation  treat- 
ments, he  orchestrated  a  $1.1  billion  eq- 
uity offering  to  help  pay  for  the  make- 
over of  Case  Corp.,  Tenneco's  long- 
troubled  farm-machinery  maker.  And 
along  with  trusted  President  and  heir 
apparent  Dana  G.  Mead  (page  64),  he  is 
pushing  quality  and  cost-cutting  pro- 
grams that  added  $215  million  to  operat- 
ing profits  in  1992  and  an  additional  $112 
million  through  June  30  of  this  year. 
GRUELING  SCHEDULE.  But  those  close  to 
him  have  had  a  much  harder  time  with 
his  decision  to  stay  at  his  post.  Initially, 
Joan  Walsh  struggled  quietly  with  fears 
that  the  cancer  treatments  might  take 
their  toll  on  her  husband  of  26  years.  In 
the  retelling,  the  force  of  her  feelings 
surprises  her.  "I  was  outraged  he  was 
going  to  the  office,"  she  says  now.  "As  a 
matter  of  fact,  I  was  furious.  I'd  forgot- 
ten all  that." 

She  also  knew,  though,  that  her  hus- 
band could  do  nothing  else.  His  attempts 
to  handle  both  his  own  recovery  and 
that  of  his  company  have  been  pure 


Mike  Walsh.  Calibrated,  methodical,  he 
managed  the  crisis  exactly  as  he  would 
any  business  situation.  There  was  no 
room  for  undue  emotion.  The  hurdles 
were  met  with  rational  dispatch.  Push- 
ing ahead,  he  notes,  "is  not  such  a  coura- 
geous thing  or  so  terribly  meritorious. 
But,  practically  speaking,  if  you  don't, 
what  the  hell  do  you  do?" 

The  cancer  itself  crept  up  on  Walsh 
just  as  he  was  hoping  to  lighten  a  gruel- 
ing schedule  at  Tenneco.  By  the  end  of 
last  year,  the  company  turnaround  was 
gaining  momentum  and  Walsh's  confi- 
dence was  growing.  But  one  day  last 
fall,  as  he  walked  around 
a  jogging  trail  near  his 
Houston  home,  an  eerie 
sound  stopped  him  short: 
Although  he  hadn't  really 
noticed,  his  left  foot  was 
dragging  in  the  dirt. 
When  he  looked  down, 
scuff  marks  confirmed 
that  he'd  been  limping. 

At  first,  Walsh  attrib- 
uted the  problem  to  back 
surgery  he'd  had  in  Feb- 
ruary, 1992,  for  a  rup- 
tured disk.  As  the  weeks 
went  by  with  no  im- 
provement, it  was  in- 
creasingly clear  that 
something  else  was 
wrong.  There  were  no 
headaches,  no  vision 
problems— none  of  the 
symptoms   that  would 


have  pointed  to  a  brain  tumor.  So  d 
tors  tested  Walsh  for  everything  fr 
Lou  Gehrig's  disease  to  multiple  sclen 
before  i  heir  suspicions  slow  h  i  urned 
cancer.  After  a  brain  scan  and  biopsy 
Jan.  13,  they  told  Walsh  it  was  80%  li 
ly  that  the  tumor  was  malignant, 
more  sophisticated  tests  were  needed, 
the  six  painful  days  of  waiting  that  1 
lowed,  Walsh  clung  to  the  hope  that 
would  beat  the  odds. 

Planning  for  all  contingencies,  he  a 
started  to  chart  how  he  would  discli 
the  news,  whatever  the  outcome.  W 
his  head  partly  shaved,  he  never  cons 
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At  the  morning  session, 
Walsh  was  feisty  as  ever  but 
physically  limited 


1  hiding  the  matter.  ("What  would  I 
'The  barber  slipped?"'  he  laughs.) 
called  the  chairs  of  the  board  com- 
ees,  seeking  their  advice  on  disclo- 
I  And  he  alerted  key  staff  members 
hey  could  prepare  alternate  press 
ases  over  the  weekend  and  plan 
munications  for  employees, 
eanwhile,  Walsh  and  his  wife  start- 
•alling  friends  nationwide,  choosing 
gnates  in  each  city  to 
fy  other  friends.  "We 
ft  had  one  day  to  our- 
is,"  says  Joan,  who  corn- 
's those  first  weeks  to 
irrealistic  play.  "Mike 
terminded  the  whole 
I.  He  said,  'This  is  what 


we  have  to  do,  and  how  we  have  to 
do  it.' " 

When  Walsh  made  a  heartfelt  video- 
tape for  employees  two  days  after  the 
announcement,  he  spoke  for  22  minutes 
without  a  script.  It  was  Vince  Lombardi 
urging  his  team  to  victory.  "Sure,  there's 
some  small  risk  that  you  become  some- 
what fatigued,"  Walsh  said  after  a  frank 
assessment  <>l  lus  illness.  "But  I'll  tell 


Continuing  life  as 
usual:  In  Houston  with 
his  family;  at  the  ranch 
with  his  wife,  Joan; 
working  out  with  a 
personal  trainer 


you,  working  80  hours  a  week  for  the 
last  18  months,  I'm  somewhat  accus- 
tomed to  fatigue  as  I  know  all  of  you 
are. . . .  The  kind  of  momentum  we've 

built,  we  will  and  we  must  sustain  

Keep  up  the  good  work.  Don't  look  right 
or  left.  We're  going  on."  Tenneco's  Brit- 
ish chemical  unit  decided  not  to  show 
the  tape  to  its  employees,  deeming  the 
speech  too  emotional. 
DOSE  OF  HUMOR.  The  first  month  of  in- 
tensive radiation  was  grueling,  but 
Walsh  insisted  on  attending  critical 
meetings.  With  his  chemo  pump  slung 
over  his  shoulder,  he  quickly  broke  the 
ice  at  the  monthly  operating  review  of 
his  six  division  chiefs  on  Jan.  27.  "O.K., 
guys,  you  all  realize  I'm  having  short- 
term  memory  problems,"  he  joked. 
"Would  you  all  introduce  yourselves?" 

Walsh  handled  his  hair  loss  with  a 
similar  dose  of  humor.  "We  went  three 
weeks  with  no  hair  loss,  and  we  were  so 
cocky,"  says  Joan.  "Then  one  morning, 
he  woke  up  and  there  it  was,  all  over 
the  pillow."  Walsh  wore  a  wig  for  a  few 
national  TV  appearances  and  a  board 
meeting,  but  soon  scrapped  the  hated 
hairpiece.  Tenneco  Director  John  B.  Mc- 
Coy, CEO  of  Banc  One  Corp.,  remembers 
teasing  Walsh  that  he  could  certainly 
afford  a  better  wig,  considering  his 
$975,000  annual  salary.  Walsh's  response: 
"He  ripped  his  hair  off  and  threw  it  at 
me,"  laughs  McCoy. 

Walsh  says  he  has  learned  to  pace 
himself  and  to  focus  his  energies  on 
tasks  where  he  brings  "added  value,  as 


BUSINESS  WEEK/SEPTEMBER  20,  1993  57 


OK.  The  presentation  looks  great. 
On  a  napkin. 

But  you  can't  pass  that  around  a  boardroom. 

Now  you're  stuck. 

You  can't  draw.  You  can't  paint. 

And  faking  a  heart  attack  is  out  of  the  question. 

Introducing  WordPerfect0  Presentations  for 
Windows.  The  most  comprehensive  software  of 
its  kind.  With  it  creating  impressive  presenta- 
tions with  overheads,  slides,  3-D  charting,  sound, 
and  video  clips  is  a  cinch.  Even  if  the  last  picture 
you  drew  was  in  summer  camp.  And  no  other 
major  presentations  package  comes  with  more 
clip  art  images  or  lets  you  scan  and  customize 
your  own.  Just  think,  you  may  never  need  to  take 
another  sick  day  again.  For  a  free  test  drive  kit 
call  (800)  526-5048. 

When  it's  got  to  be  perfect, 

it's  got  to  be  WordPerfect  Presentations. 


For  a  limited  time, 

get  a  Logitech  ScanMan  32 

(a  $199  value)  at 

no  extra  charge 

in  specially  marked 

packages  of  WordPerfect 

Presentations  2.0 

for  Windows. 


iKNT-Vnoxs 


WordPerfect  Presentations 


FOR  WINDOWS 


opposed  to  unnecessarily  and  impulsive- 
ly sticking  my  nose  in."  He's  delegating 
more  to  Mead  and  the  rest  of  the  senior 
team  he  assembled  well  before  discover- 
ing his  illness.  Several  had  worked  with 
Walsh  at  either  Union  Pacific  Railroad 
Co.  or  Cummins  Engine  Co.  Joan  sees  a 
change  at  home,  too.  Walsh  used  to  in- 
sist on  being  part  of  nearly  every  house- 
hold decision,  from  choosing  carpet  col- 
ors to  buying  antiques.  Now,  she  says, 
"he  wants  to  focus  on  the  important 
parts  of  the  business  and  his  health. 
What  does  he  care  what  color  carpet 
we've  got?" 

Company  managers  have  taken  their 
cues  from  Walsh.  They  quickly  aban- 
doned any  efforts  to  treat  him 
with  undue  tenderness  after  he 


1 


morial  section  is  only  10  minutes  from 
the  office.)  But  his  phone  and  fax  ma- 
chine are  always,  busy,  colleagues  say, 
and  he  leads  the  senior  staff  meetings 
each  Monday. 

Walsh's  recent  appearance  in  front  of 
a  group  of  analysts  and  investors  at  • 
New  York's  Waldorf  Astoria  hotel  high- 
lights how  his  life  has  changed.  At  a 
rehearsal  for  the  meeting  the  night  be- 
fore, Walsh  was  as  feisty  as  ever.  Run- 
ning through  the  l()-minute  slide  presen- 
tation, he  pointed  out  an  annoying 
shadow  at  the  edge  of  the  screen.  He 
questioned  the  colors  used  in  the  slides 
and  complained  bluntly  about  the  speech 
that  he  was  supposed  to  deliver.  "The 


showed  his  annoyance  with  those  who 
would  open  doors  for  him  or  carry  his 
briefcase.  They  maintain  that  despite 
their  boss's  physical  limitations,  Tenneco 
hasn't  missed  a  beat  in  its  restructuring 
effort.  In  sickness  as  in  health,  Walsh  is 
unrelenting  in  his  demand  for  bottom- 
line  results.  Morgan  Stanley  &  Co.  ana- 
lyst John  J.  Mackin  expects  Tenneco's 
operating  profits  to  climb  41%  this  year, 
to  $1.2  billion,  despite  a  slight  drop  in 
revenues  to  $13  billion. 
BUSY  FAX.  Although  Walsh  remains  a 
strong  presence  at  the  office,  he  has 
had  to  scale  back  somewhat.  Bouts  of  fa- 
tigue are  the  main  side  effect  from  a 
regimen  that  now  includes  chemotherapy 
pills  and  lO-minu'e  intravenous  treat- 
ments twice  a  month.  That  means  he 
travels  far  less  and  works  at  home 
more.  (His  house  in  Houston's  lush  Me- 


mined  to  compensate  for  that.  A  fjf 
mer  high-school  football  star  who  I 
tended  Stanford  University  on  an  athM 
ic  scholarship,  he  has  always  been! 
fitness  fanatic.  While  he  hasn't  bej 
running,  skiing,  or  horseback  riding  lai 
ly,  he  swims,  lifts  weights  with  a  trainB 
and  rides  a  stationary  bike  at  a  cli 
near  his  home  four  times  a  week.  Till 
right  back  to  where  I  was  within  a  mjf 
imum  of  six  months,"  he  says  confidel 
ly.  "I'm  absolutely  committed  to  skiingi 
Christmastime"  at  his  home  in  Ste« 
boat  Springs,  Colo. 

That's  typical  Walsh.  His  life  has  bM 
defined  by  the  singular  wealth  of  self-H 
surance  common  to  turnaround  specj 

Glory  days:  Walsh  as  an 
All-State  football  player  in 
high  school,  speaking  as  an 
activist  in  the  citizens'  group, 
Common  Cause,  and  as  chie^ 
executive  of  Union  Pacific 
during  a  visit  to  a  Nebraska 
railroad  yard 


problem  is,  it's  boring  as  hell,"  he  said. 

But  when  he  stood  at  the  podium  to 
practice  his  delivery,  he  had  to  pull  a 
chaii-  behind  himself  for  support.  And 
when  he  left  that  evening  to  take  his  24- 
year-old  daughter  Kim  to  dinner,  she 
tenderly  took  his  arm  to  lead  him  from 
the  room.  During  the  next  morning's 
session  with  the  analysts,  none  ventured 
a  question  about  his  health,  although  he 
had  prepared  his  answer— a  crisp  "fine, 
how  are  you?"  In  whispers,  they  queried 
a  reporter  later:  "How's  he  doing?"  Not- 
ed one  institutional  investor  sadly:  "He's 
really  a  much  diminished  figure." 

The  tumor  has  left  Walsh  with  some 
weakness  in  his  left  side.  But  he's  deter- 


ists.  As  far  back 
grade  school,  frieiM 
and  acquaintan 
remember  him  8 
supremely  confidel 
even  cocky.  He  w 
never  shy  with 
opinions. 

He  was  the  th 
of  four  children  b< 
to  Betty  and  T 
Walsh.  His  fath 
a  stern,  imposi 
man,  grew  up  in 
hardscrabble  to 
of  Butte,  Mont.,  i 
eventually  made 
career  of  mam 
ing  movie  theate 
Mike  was  a  fi 
though  not  brilliant,  student.  But  he  v 
a  natural  leader,  becoming  student-bc 
president  and  an  All-State  football  pi 
er  at  Lincoln  High  in  Portland,  Ore. 
Stanford,  he  suffered  his  first  real  dis 
pointment:  A  boyhood  dream  to  pi 
pro  football  was  cut  short  after  repeal 
operations  for  dislocated  shoulde 
Then,  in  his  junior  year,  his  father  d 
of  cancer— colon  cancer,  Walsh  is  qu 
to  point  out.  "Obviously,  that  would  b< 
hard  blow  for  any  kid,"  he  acknowled< 
plainly. 

After  Stanford,  Walsh  hit  the  f; 
track  early.  He  was  chosen  for  the  fi 
class  of  White  House  Fellows  in  19' 
While  in  Washington,  he  started  datij 


he 
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This  is  a  line. 

To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier. 


To  others,  it  is  a  point  where  the  past  is  abandoned  in  favor  of  the  future. 


The  new  Toyota  Supra.  It's  taken  everything  sports  cars  were  before 

and  crossed  the  line. 


Wind  in  the  face.  Steering  with 

e  throttle.  Shift  levers  that  had 

be  persuaded  into         --""7  . 

s~ — — ~ — _r 
rst.  More  power  \ 

an  brakes.  Heaters  that  only 

arked  when  the  sun  shined. 

Sports  Cars.  For  decades  drivers 

•inkled  their  suits  and  burned  their 

oes  to  experience  the  irony  of  how 

many  shortcomings  added  up  to 

much  driving  pleasure.  But  now 

ere's  a  new  kind  of  sports  car 

rdicated  to  the  proposition  that 


performance  and  civilized  driving  do 
not  have  to  be  mutually  exclusive. 

The  revolutionary 
new  Toyota  Supra. 
The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 
weight  ratio.  Its  3.0-liter,  24-valve 
inline-6  with  twin-sequential 
turbochargers  delivers  320  horsepower 
(220  horsepower  in  the  normally 
aspirated  model).  And,  mated  to  a  6- 
speed  transmission,  propels  the  Turbo 
from  zero  to  sixty  in  4-6  seconds.* 


Double  wishbone  suspension,  4- 
wheel/4-channel  Anti-lock  Brake 
System  (ABS)  with  ventilated  discs 
and  dual  air  bags**  help  make  Supra 
as  reassuring  to  drive  as  it  is  fast. 

Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driving. 
And  that's  why  crossing  the  line 
wasn't  just  an  end.  It  was  a  beginning. 
Call  1-800-GO-TOYOTA  for  a  brochure 
and  location  of  your  nearest  dealer. 

"I  love  what  you  do  forme" 
® TOYOTA 


'93  Toyota  Motor  Sales,  U.S.A.,  inc  Buckle  Up!  Do  it  for  those  who  love  you.  *Car  and  Driver,  March  1993.  **Always  use  your  seatbelt.  Driver-  and  passenger-side  air  bags  are  a  supplemental  restraint  system. 


Joan  Royter,  who  was  an  assistant  dean 
of  foreign  students  at  American  Univer- 
sity. He  went  on  to  Yale  University  Law 
School,  and  after  graduating  in  1969,  he 
landed  a  job  as  a  public  defender  in  San 
Diego.  There,  he  worked  with  John 
Gardner  to  help  found  the  citizens1  ac- 
tion group  Common  Cause. 

When  he  was  named  U.S.  Attorney 
for  the  Southern  District  of  California  in 
1977,  Walsh  set  out  to  reform  an  office 
that  was  losing  about  a  third  of  its  cas- 
es. His  public  pronouncements  that  he 
would  recruit  only  the  best  and  bright- 
est struck  some  veteran  assistants  as 
arrogant  and  high-handed.  But  Walsh's 
team  improved  the  conviction  rate  and 
tackled  more  complex  cases  involving 
organized  and  white-collar  crime. 

When  Walsh  was  recruited  by  Indi- 
ana-based Cummins  in  1980,  at  the  ripe 
age  of  37,  friends  thought  he  was  crazy 


the  country,  Walsh  drove  home  the  mes- 
sage that  the  railroad  must  change.  To 
cut  costs  and  boost  efficiency,  he  central- 
ized 10  regional  dispatching  centers  into 
one  sophisticated  command  post.  He  sur- 
veyed customers  for  the  first  time  and 
initiated  far-reaching  quality  programs! 
By  the  time  Walsh  left  for  Tenneco  in 
September,  1991,  productivity  and  net 
income  had  doubled.  Return  on  assets 
had  jumped  to  6.7%. 

In  Houston,  he  discovered  a  company 
in  far  worse  shape  than  he  had  been 
led  to  believe.  Earnings  and  cash  flow 
were  falling  short  of  targets  in  nearly 
every  unit.  Case  was  awash  in  inventory 
and  furiously  discounting  to  jam  prod- 
ucts down  dealers'  throats.  Tenneco's 
debt  was  a  crippling  70%  of  capital. 
Worse  yet,  few  executives  showed  much 
urgency  to  solve  the  problems.  In  the 
midst  of  this  gloomy  introduction  to  the 


TENNECO'S  MENAGERIE  Of  BUSINESSES 

TOTAL  1993*  SALES:  $1 3  BILLION  TOTAL  1993*  OPERATING  EARNINGS:  $1 .2  BILLION 

CASE  CORP.  At  29%  of  sales,  Tenneco's  biggest  unit— and  problem.  This  maker  of  farm 
and  construction  machinery  took  $920  million  restructuring  charge  in  1992.  Slashing  ca- 
pacity, jobs,  product  lines.  Reduced  discounting.  Should  turn  small  operating  profit  in  1993. 

TENNECO  GAS  (17%)  One  of  largest  U.S.  natural-gas  pipeline  companies.  Solidly  profit- 
able but  highly  regulated.  Cutting  costs  while  seeking  new  nonregulated  projects.  Also  ex- 
panding ventures  in  electric  generation  while  financing  oil  and  gas  exploration. 

NEWPORT  NEWS  SHIPBUILDING  (17%)  Backlog  still  big  at  $4.1  billion,  but  defense 
cuts  hurting.  Cut  4,000  jobs  while  streamlining  operations.  Pursuing  Navy's  Sealift  pro- 
gram and  expanding  to  commercial  building  and  repair. 

PACKAGING  CORP.  Of  AMERICA  (16%)  Hit  hard  by  eroding  linerboard  prices.  Re- 
ducing plant  down  time  and  scrap  to  cut  costs. 

TENNECO  AUTO  (14%)  Walker  mufflers,  Monroe  shocks.  Solidly  profitable. 
ALBRIGHT  &  WILSON  (7%)  Chemicals.  Market  slow  in  Europe.  Cutting  costs  aggressively. 

'Estimates  DATA:  MORGAN  STANLEY,  COMPANY  REPORTS.  BUSINESS  WEEK 


to  leave  behind  a  prestigious  legal  ca- 
reer, a  potential  future  in  politics,  and  an 
old  Spanish  house  with  a  180-degree 
view  of  the  ocean.  Joan,  meantime,  had 
to  give  up  her  career:  She  had  become 
dean  of  the  international  center  at  the 
University  of  California-San  Diego. 
BACK  ON  TRACK.  Both  welcomed  a 
change,  however,  and  Mike  saw  the  cor- 
porate world  as  a  new  challenge.  He 
quickly  learned  the  ropes  at  Cummins 
and  moved  rapidly  through  jobs  in  man- 
ufacturing, marketing,  and  international 
operations.  By  1984,  he  was  an  executive 
vice-president  and  was  named  to  the 
board  of  directors. 

But  it  wa;  at  Union  Pacific  Railroad 
in  Omaha  that  Walsh  hit  his  stride  as  a 
corporate  leader.  Although  the  railroad 
posted  record  earnings  in  1985— the  year 
before  he  arrived  as  CEO— its  return  on 
assets  was  a  dismal  4.8%.  In  dozens  of 
"town  meetings"  with  employees  across 


company,  Walsh  telephoned  Joan  to  say 
he  was  thinking  of  backing  out.  "I  was 
totally  discouraged,"  he  recalls. 

Walsh  put  a  fix-it  strategy  to  work 
immediately.  He  halved  the  long-sacred 
dividend  and  sold  $700  million  worth  of 
assets  by  the  end  of  199L  Then,  he  orga- 
nized an  effort  to  sift  through  Tenneco's 
manufacturing  processes  unit-by-unit  to 
eliminate  quality  problems  and  ineffi- 
ciencies that  bloated  costs.  He  axed 
10,(100  jobs  in  199U  and  cut  expenses  by 
$250  million. 

But  his  biggest  push  has  been  to  in- 
still a  new  corporate  culture  at  Tenneco. 
Called  "no-excuses  management,"  it  re- 
quires that  executives  meet  targets  de- 
spite outside  economic  forces.  Progress 
against  plan  is  reviewed  weekly  and 
monthly.  "We  still  talk  better  than  we 
play,"  Walsh  says.  Progress  has  been 
made,  however.  And  Walsh  is  deter- 
mined he  will  not  let  his  personal  misfor- 


li 


tune  interrupt  Tenneco's  momentm.  I 
So  far,  the  rest  of  Tenneco's  manajHI 
seem  to  have  joined  Walsh  in  this?e-l 
solve  to  push  forward.  In  intervals.  J 
they  talk  freely  about  the  continec  i 
challenge  Tenneco  faces,  though  tjpyi 
politely  keep  their  feelings  to  themselies  <t 
when  the  topic  turns  to  Walsh's  futfe.l 
Not  surprisingly,  Mead  is  especially^,  i 
willing  to  dwell  on  the  odd  positioijjtfc  I 
finds  himself  in.  He  doesn't  duck  qte  i 
tions  about  his  status  as  heir  apparjit.  w 
But  he  doesn't  like  to  talk  about  it«  J 
ther.  "The  succession  thing  will  nel 
care  of  itself,"  he  says  simply. 
"ruthlessly  rational."  Some  orttl 
izational  experts  wonder  whether  sup  I 
business-as-usual  approach  is  sustp  j 
able.  They  commend  Walsh  for  deaf 


with  the  issue  openly  but  worry 
the  psychological  impact  may  dem 
more  attention  than  Tenneco  is  givin 
"Most  people  pretend  that  if  you 
deal  with  [what's  out  in  the  open],  tl 
enough,"  says  Ian  I.  Mitroff,  directo 
the  University  of  Southern  Califorr 
Center  for  Crisis  Management.  "But 
the  emotions  of  an  organization, 
only  see  the  tip  of  the  iceberg."  R; 
H.  Kilmann,  professor  of  organizaK 
and  management  at  the  University! 
Pittsburgh's  business  school,  agrees* 
suggests  that  companies  facing  a  ciB 
like  Tenneco's  need  forums,  formaB 
informal,  where  people  can  talk  aim 
the  problem.  "This  is  a  topic  wh 
there  often  can  be  high  levels  of  den 

Walsh  and  his  lieutenants  scoff  at 
suggestion  they're  in  denial.  And  the. 
made  no  plans  to  bring  in  outside  C( 
selors.  Walsh  doesn't  pretend  that 
employees  don't  have  feelings  about 
disease.  But  he  thinks  the  issue  car 
handled  internally  through  clear 
munication.  Says  Arthur  H.  House,  \ 
president  of  corporate  affairs:  "He  1 
estly  believes  that  most  people 
think  they  know  how  organizations 
run  are  wrong." 

As  far  as  counseling  for  hims 
Walsh  hasn't  pursued  any,  although! 
has  confided  in  a  broad  network 
friends  and  family.  Likewise,  Walsh 
never  reached  for  answers  in  spirituj 
or  religion.  "He  really  gets  his  stren 
from  his  family,  from  what  he's  doi: 
says  Joan,  who  shares  his  feelings.  £ 
college  buddy  T.  Robert  Burke,  a 
Francisco  attorney:  "He's  though 
about  it  but  also  determined.  He's 
most  ruthlessly  rational." 

Walsh  does  spend  more  time  now 
laxing  with  Joan  and  visiting  with 
three  grown  children.  "We  go  to  mo' 
and  go  out  to  dinner  a  lot  more,"  J 
says.  And  the  couple  spends  ev 
weekend  at  their  85-acre  ranch  in  1 
Round  Top,  Tex.  They  read,  lister^ 


lie 
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"There's  no  way  I  can  ever  give  the  galleries  as  much 
as  theyVe  given  me,"  w,n\«/m,r 


Few  athletes  have  forged  as  enduring 
or  intimate  a  bond  with  sports  fans  as 
Arnold  Palmer.  The  sight  of  his  slashing 
swing  on  black-and-white  television 
screens  in  the  late  fifties,  when  he  won  the 
first  of  his  four  Masters  Championships, 
helped  launch  the  modern  game.  Some 
thirty  years  later,  his  commitment  to  the 
Senior  Tour  transformed  an  intriguing 
notion  into  a  major  force. 

The  key  to  Arnold's  charisma  has 
always  been  his  unique  accessibility. 
His  open,  determined  face  shares  every 
up  and  down  of  a  crucial  round.  "A  lot 
of  athletes  go  about  their  business,  and 
don't  relate  to  people,"  says  Palmer, 
"but  I  like  having  the  folks 
with  me."  And  his  army  of 
followers  knows  it. 

Rolex  Oyster  Perpetual  Day-Date  Chron 
Write  for  brochure  Rolex  Watch  USA 


As  Lee  Trevino  once  pointed  out, 
"Arnie  has  more  people  watching  him 
pack  the  trunk  of  his  car  than  we  have 
watching  us  on  the  golf  course." 

Like  other  great  champions, 
Palmer  is  a  fierce  competitor  who 
earned  his  reputation  with  remarkable 
performances  under  great  pressure. 
Not  surprisingly,  he  has  chosen 
a  timepiece  that  made  its  »?, 
name  in  the  same  way.  \^U/ 


Rolex . 


ROLEX 


4L_li 


leter  in  18kt  gold  with  diamond  dial  and  concealed-clasp  Trtdor  President  bracelet 
Inc..  Dept  101,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N  Y:  10022-5383 
Rolex.  #.  Oyster  Perpetual.  Day-Date,  Tridor  and  President  are  trademarks 
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music,  cut  roses.  "It  sounds  so  trite." 
Joan  says  apologetically.  "'You  smell  the 
roses  more."  Well,  you  do." 

Joan  definitely  sees  a  gentler  side  to 
Mike  since  his  illness.  She  recalls  a  re- 
cent trip  to  Washington  where,  on  a 
postdinner  walk  near  their  hotel,  they 
encountered  panhandlers  on  virtually 
every  corner.  Walsh  stopped  at  each 
one,  often  engaging  in  conversation  and 


pulling  out  his  money  clip.  "All  of  a  sud- 
den it  dawned  on  me.  this  is  the  new 
Mike,"  Joan  laughs. 

And  the  future?  "Listen,  we're  not 
stupid."  she  says.  "Some  people  make 
it.  Some  people  don't.  There  are  no  con-, 
tracts."  For  the  time  being,  she's  just  fo- 
cusing on  Mike's  getting  through  this 
year's  treatments.  As  for  the  company, 
the  board  of  directors  has  complete  ac- 


1 


cess  to  Walsh's  medical  records. 
will  know  if  things  go  in  the  wrong  i- 
rection,"  comments  audit  commit  e 
Chairman  Peter  T.  Flawn.  Walsh  t'igu-s 
that  the  future  will  take  care  of  itself kI 
have  a  feeling  there  are  a  lot  of  chapts 
yet  to  be  written,"  he  reflects.  Ri<t 
now,  it's  just  a  matter  of  getting  n 
with  it. 

By  Wendy  Zellner  in  Hous% 


TENNECO'S  NO.  2  COULDN'T  HAVE  ASKED  FOR  A  TOUGHER  JOB 


■  f  Dana  G.  Mead  were  superstitious, 
H  he  might  have  thought  twice  about 
H  coming  to  Tenneco  Inc.  On  one  vis- 
it to  Houston  as  the  company  courted 
him,  Mead  arrived  at  Chief  Executive 
Mike  Walsh's  house  just  as  his  long- 
time friend  was  leaving  in  an  ambu- 
lance to  undergo  surgery  for  a  rup- 
tured disk.  Walsh  prevailed  upon  Mead 
to  take  the  No.  2  job,  but  even  before 
his  first  press  interviews.  Mead  was 
handed  a  note  saying  a  company  gas 
line  had  blowm  out  in  Tennessee  and 
burned  down  four  houses.  "That  was 
my  introduction  to  the  gas  business," 
he  laughs. 

Tenneco's  president  can  joke  about 
all  that  now,  but  there's  nothing  funny 
about  the  position  he's  in.  While  Mead. 
57,  was  handpicked  as  Walsh's  heir  ap- 
parent. Walsh's  cancer  casts  that  stat- 
us in  an  unfortunate  newr  light.  Mead 
deals  with  the  situation  by  simply  ac- 
cepting it  for  what  it  is.  "Obviously." 
he  says,  "everybody's  praying  this 
thing  is  going  to  work  out." 

Tenneco's  employees,  directors,  and 
investors  are  just  glad  Mead  is  there. 
The  former  U.  S.  Army  colonel's  calm 
manner  and  clear  competency  have 
gone  a  long  way  to  soothe  their  fears 
about  what  would  happen  if  Walsh 
failed  to  beat  the  odds.  Would  Tenneco 
be  seriously  wounded  without  Mike 
Walsh?  Says  one  major  institutional 
investor:  "If  he  had  not  brought  in 
someone  I  think  is  sensational,  the  an- 
swer would  be  a  big  yes." 

Outw^ard  appearances  aside,  the 
stocky,  silver-haired  Mead  has  much 
in  common  with  his  leaner,  more  in- 
tense boss.  Like  Walsh,  he's  a  former 
White  House  Fellow  and  star  athlete. 
He  was  All-State  in  three  sports  at 
his  high  school  in  Wood  River,  111. 
Mead  also  knows  plenty  about  restruc- 
turings. A  14-year  vet  of  International 
Paper  Co.,  he  helped  that  S14  billion 
behemoth  modernize  manufacturing 
and  expand  in  Europe.  He  rose  to  ex- 
ecutive vice-president  and  was  a  front- 
runner  to  succeed  ceo  John  Georges. 


"Obviously, " 
says  President 
Mead,  "every- 
body's praying 
this  thing  is 
going  to 
work  out" 


But  when  Walsh 
called  in  late  1991. 
Mead  was  ready 
for  a  change.  They 
had  been  friends 
for  years  thanks  to 
their  White  House 
ties,  and  when 
they  first  dis- 
cussed the  Tenne- 
^^^^^^^^^^m  co  job,  "we  had  a 
terrific  meeting  of 
the  minds  on  nearly  everything,  from 
the  way  you  raise  your  children  to  the 
way  you  run  your  business,"  says 
Mead.  He  had  been  approached  about 
CEO  jobs  at  smaller  companies  but  was 
drawn  by  the  Tenneco  challenge  and  a 
chance  to  work  with  Walsh. 

Mead's  career  has  taken  more  than 
a  few  turns.  After  graduating  from 
West  Point  in  1957  with  an  engineering 
degree,  he  served  tours  in  West  Ger- 
many and  Vietnam.  While  still  in  the 
Army,  he  earned  a  doctorate  in  politi- 
cal science  and  economics  from  Massa- 
chusetts Institute  of  Technology.  In 
1968,  he  helped  write  part  of  the  con- 
troversial Pentagon  Papers.  He  served 
as  deputy  director  of  the  Domestic 


Council  under  President  Nixon  anl 
then  became  a  West  Point  professoj 
"He  had  a  great  sense  of  humor  anl 
didn't  take  himself  as  seriously  as  sorrl 
military  officers,"  recalls  former  Nixcl 
staffer  John  Ehrlichman. 

A  sense  of  humor  has  certainla 
helped  at  Tenneco,  where  Mead  is  no 
working  longer  hours  due  to  Walsh, 
illness.  He  was  already  swamped  wit- 
responsibility  for  day-to-day  operation! 
As  architect  of  Case  Corp.'s  transfo  j 
mation.  he  spent  months  last  year  in  1 
blacked-out  "war  room"  in  Case's  Rl 
cine  (Wis.t  offices.  Now,  he  spencj 
more  time  with  headquarters  staff  anl 
handles  other  duties  Walsh  used  t| 
shoulder.  In  April,  Mead  led  most  <  j 
the  72  "road  shows"  Tenneco  used  tl 
sell  its  Sl.l  billion  stock  offering. 

His  jammed  schedule  has  left  littlfl 
time  for  visits  to  his  home  in  Santi 
Fe,  N.  M.,  or  his  farm  in  Vermont.  Bij 
he's  enthralled  with  his  new  job,  r<| 
gardless  of  the  strange  circumstance 
"I  doubt  if  there's  another  corporat 
president  in  America  that's  got  a  be 
ter  job  than  I've  got,"  he  says.  Any 
body  want  to  swap? 

By  Wendy  Zellner  in  Housto  j 
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"For  Today's 

Mutual  Fund  Investors, 

This  Is  Simply  A 
Better  Way  To  Invest 


/~"\  Mutual/^  Fund 

OneSource 


-Charles  Schwab,  Chairman 


no-transaction-fee  mutual  funds  available 
from  these  well-known  companies: 

INVESCO,  Twentieth  Century,  Janus,  Benham, 
Neuberger  &  Berman,  Strong,  Dreyfus,  SteinRoe,  Founders, 
Montgomery,  Yacktman,  Lexington,  Baron,  Rushmore, 
IAI,  Evergreen,  Oakmark,  Cappiello-Rushmore, 
Cohen  &  Steers,  Skyline,  United  Services, 
Berger*  Kaufmann* 


Introducing  one  source  for  selected 
no-load,  no-transaction-fee  mutual  funds. 

Schwabs  Mutual  Fund  OneSource  " 
service  just  may  be  the  best  thing  that's 
ever  happened  for  mutual  fund  investors. 
Now,  no  matter  what  your  investment 
objective,  from  aggressive  growth  to  cap- 
ital preservation,  you  can  choose  from 
200  well-known  mutual  funds  with  proven 


track  records  and  pay  no  loads  or  transaction 
fees.  And  you  can  do  it  all  with  one  phone  call. 

Plus,  no  matter  how  many  funds 
you  own,  you'll  receive  a  single,  easy-to- 
understand  statement. 

To  find  out  more  about  Schwab's 
Mutual  Fund  OneSource^  stop  by  one 
of  our  190  local  offices  or  call  us  today 
at  1-800-2  NO-LOAD  ext.  19. 


Charles  Schwab 

Helping  Investors  Help  Themselves1 


Ve  will  provide  you  with  a  free  prospectus  tor  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

'These  funds  charge  12b-l  fees  in  excess  of  0.25%.  Available  funds  may  change.  Transaction  fees  may  apply  if  you  make  5  or  more  short-term  redemptions 
sales  of  funds  held  6  months  or  less)  within  12  months.  Schwab  may  charge  a  fee  for  certain  accounts.  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  S1PC/NYSE. 
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THE  McKINSEY 
MYSTIQUE 

ITS  STYLE  AND  INFLUENCE  MAKE  IT  A  BREED  APART 


American  Express.  IBM.  Westing- 
house.  They're  three  of  Ameri- 
ca's corporate  titans— and  all 
three  have  new  chief  executives  at  the 
helm.  All  three  chiefs,  in  turn,  share 
something  on  their  resumes:  they've 
worked  for  the  world's  most  prestigious 
management  consulting  firm,  McKinsey 
&  Co. 

McKinsey  consultants  have  been  mov- 
ing into  executive  suites  ever  since 


James  0.  McKinsey  left  the  firm  he 
founded  in  1926  to  head  retailer  Mar- 
shall Field  &  Co.  But  in  the  past  year, 
the  McKinsey  Mafia,  as  some  call  it,  has 
really  scaled  the  heights.  Besides  IBM's 
Louis  V.  Gerstner  Jr.,  there's  Harvey 
Golub,  who  won  the  top  job  at  American 
Express  Co.  in  February,  Michael  H. 
Jordan,  who  took  over  at  Westinghouse 
Electric  Corp.  in  June,  and  Philip  Pur- 


I5E  McKINSEY 
I!AgB00K   - 

titles  of  chairman,  c  '«f  forir/ 
of7Ve<  °r  president.  The  vast  tt*l 
herr-  run  their  own  compa"165^ 


th 


'ere 


D„.    Qre  dozens  who  sit  atop  ' 
^corporations.  Here  ore  a*J 
of  M  m°re  prominent  chiefto.n^ 

McKinsey's  alumni  book. 


MICHAEL  U  A.NSL.E 

C  l  hv's  Holdings 
50tt/l968-71 
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Airman  &  EO 


North 
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r.ncV.  GERSTNER  JR. 

LOW  * n&CEO 

lBAtnsey  1965-78 


sey  1969  7  6 


cell,  CEO  of  the  recently  spun-off  D 
Witter  unit  of  Sears,  Roebuck  &  Co 
Measured  by  the  number  of  alu 
who  have  captured  corner  offi< 
McKinsey  is  by  far  the  most  influen 
consulting  firm  in  the  world.  I 
McKinsey-bred  chairmen,  CEOs, 
presidents  also  vastly  outnumber  th 
schooled  at  the  corporations  vaunted 
turning  out  top-management  matei 


Ashland  Oil 

McKinsey  1967<S8 


HARVEY  GOLUB 

^airman  &CEo 

McK-y  1967.74 /197? 
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uding  General  Electric,  IBM,  and 
cter  &  Gamble.  The  firm's  prodig- 
offspring  run  companies  in  a  broad 
iy  of  industries,  from  jeans  maker 

1  Strauss  to  cable-TV  operator  Tele- 
lmunications,  software  producer  Lo- 
Development,  battery  maker  Dura- 
International,     auction  house 

leby's,  and  giant  Northeast  Utilities. 
[cKinsey  alums,  moreover,  wield  con- 
rable  power  and  influence  in  scores 
ither  companies  where  they  aren't 
dogs.  A  dozen  or  more  of  the  firm's 
onsultants  populate  the  senior  ranks 
uch  brand-name  companies  as  Citi- 
k,  General  Electric,  and  PepsiCo, 
(insey-trained  executives  hold  key 
at  J.  P.  Morgan,  Raychem,  Merrill 
ch,  Times  Mirror,  First  Boston,  Sal- 
>n  Brothers,  and  the  World  Bank. 

2  big  knock  on  consultants  is  that  if 
can't  do  it,  you  consult,"  says  Jeffrey 
^killing,  a  former  McKinsey  senior 
,ner  who  is  co-chairman  of  $6  billion 
on  Gas  Services  Group.  "If  a  large 
ip  of  us  can  be  successful  as  execu- 
s,  it's  a  powerful  signal  that  that's 
the  case." 

ut  just  why  are  they  successful- 
why  now?  What  is  it  about  these 
Cinsey  types  that  makes  them  so  at- 
tive  to  U.  S.  corporations?  For  start- 
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j0^Presid*nt 
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ers,  you  don't  get  to  be  an  ex-McKinsey- 
ite  without  first  having  survived  one  of 
the  most  ferocious  selection  processes 
imaginable:  The  firm  combs  through 
more  than  50,000  resumes  a  year  to  hire 
about  550  new  consultants. 

Then  there's  the  intensive  training 
those  select  ones  receive  and  the  expo- 
sure they  get  on  the  job  to  a  broad 
range  of  companies  and  issues.  "It's  a 
cram  course  in  business  experience," 
says  Paul  W.  Chellgren,  an  alumnus  who 
is  president  of  Ashland  Oil  Inc.  "It  was  a 
compressed  opportunity  to  see  a  lot  of 
companies,  industries,  and  problems  in  a 
short  period  of  time.  You  got  your  BS, 
your  MBA,  and  your  mck." 
powerful  web.  Nor  should  one  discount 
the  value  of  the  McKinsey  old  boys'  net- 
work (which  has  a  few  old  girls,  too— 
women  represent  less  than  5%  of  the 
firm's  465  principals  and  directors).  Eve- 
ry erstwhile  McKinseyite  has  a  powerful 
global  web  of  3,500  fellow  alumni  to  call 
on,  or  be  called  on  by  (page  74).  They 
routinely  hire  one  another  and  call  on 
the  consulting  services  of  their  alma 
mater  firm.  And  because  McKinsey's  as- 
signments usually  involve  major  issues 
of  strategy  and  organization,  consultants 
rub  shoulders  with  senior  managers  and 
directors  at  client  companies. 


MICHAEL  H.  JORDAN 

Chairman  &  CEO 
Westinghouse  Electric 

McKinsey  1964-74 


JIM  P.  MANZI 

Chairman  &  CEO 
Lotus  Development 

McKinsey  1979-83 


Even  more  important  than  the  selec- 
tion, the  education,  and  the  connections, 
though,  is  what  might  be  called  the 
McKinsey  Method.  It's  a  cool,  analytical 
approach  to  management  that  challenges 
assumptions  and  rejects  wishful  thinking. 
"You  learn  what  I  call  ruthless  logic," 
says  Westinghouse's  Jordan,  who 
worked  for  McKinsey  from  1964  to  1974. 
"You  cut  through  emotions  and  people's 
opinions  and  get  down  to  the  facts.  That 
discipline  has  been  the  foundation  for 
my  ability  to  work  through  complicated 
situations." 

Of  course,  McKinsey's  partners  are 
hardly  infallible.  It  was  McKinsey,  for 
example,  that  advised  General  Motors 
Corp.  on  its  disastrous  mid-1980s  reor- 
ganization. The  consultant  restructured 
the  massive  company  from  five  into  two 
carmaking  groups  that,  critics  say,  re- 
sulted in  even  greater  inefficiencies  and 
failed  to  cut  costs  or  improve  productiv- 
ity. And  there  are  no  doubt  scores  of 
other  assignments  that  didn't  result  in 
improved  corporate  performance— though 
determining  whether  the  problem  was 
bad  advice  or  bad  execution  is  well  nigh 
impossible. 

Nor  has  every  alum  been  a  success 
when  making  the  move  from  consultant 
to  executive.  In  December,  for  exam- 
ple, William  E.  Johnson  resigned  as  chief 
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executive  of  Scientific-Atlanta  Inc.  af- 
ter a  dispute  with  the  hoard  of  direc- 
tors. Although  the  ex-McKinsey  consul- 
tant had  successfully  restructured  the 
electronics  concern,  he  clashed  with  the 
board  over  his  tough  management  style. 

Some  critics,  moreover,  believe  McK- 
insey's meteoric  growth  in  recent  years 
has  made  it  a  bureaucratic,  unwieldy 
organization  that  too  frequently  dishes 
out  homogenized  advice.  But  dozens  of 
interviews  with  clients,  competitors,  and 
former  McKinseyites  suggest  that  its 


With  their  fact-based,  problem-solv- 
ing style,  those  schooled  in  McKinsey 
methods  are  known  for  bringing  a  dry- 
eyed  willingness  to  question  traditions, 
set  new  strategies,  and  take  the  often 
painful  steps  necessary  to  help  compa- 
nies change  with  the  times.  "Strategic 
thinking  is  in  great  demand,  and  if 
McKinsey  has  a  niche,  it's  strategy," 
says  Gerard  Roche,  chairman  of  Hei- 
drick  &  Struggles  Inc.,  who  did  the  ex- 
ecutive searches  for  the  CEOs  at  West- 
inghouse  and  IBM. 


"It  was  the  supremacy  of  the  idea  t 
was  important,  whether  it  came  fr 
the  youngest  associate  or  the  most  >M 
ior  partner.  The  task  was  to  comeH 
with  the  right  answer." 

That  was  certainly  the  experience 
Karl  R.  Wyss,  chairman  of  Lear  Sie«i 
Inc.,  who  did  a  seven-year  stint  at  | 
firm.  Wyss  took  over  Lear  Siegler  fl 
years  after  the  conglomerate  was  tafl 
private  by  Ted  Forstmann  &  PartnerB 
1987.  For  years,  managers  believed  tm 
had  been  making  money  in  a  significp 


role  as  the  premier  pur- 
veyor of  management  ad- 
vice remains  intact.  And 
its  financial  performance 
over  the  past  five  years 
provides  further  evidence 
of  its  success  in  the  mar- 
ketplace. McKinsey's  rev- 
enues have  more  than 
doubled  since  1987,  climb- 
ing to  $1.2  billion  from 
$510  million,  clearly  out- 
pacing the  industry's 
growth  rate.  "It's  a  first-class  firm  and 
everybody's  longtime  paragon  of  a  high- 
quality  company,"  comments  David  G. 
Robinson,  chief  executive  of  CSC/Index 
Inc.,  the  Cambridge-based  consulting 
firm  that  pioneered  tht  hot  concept  of 
reengineering. 


UNDER 
GLU 
McKII 
HAS  Ol 
18  OFFICES 


What  sets  McKinsey 
apart,  even  some  rivals 
concede,  is  that  the  firm 
continually  assembles  the 
very  best  people,  is  more 
likely  to  work  at  the 
highest  levels  of  manage- 
ment, and  demands  a 
near-religious  devotion  to 
the  job.  And  with  60%  of 
its  revenues  coming  from 
outside  the  U.  S.,  McKin- 
sey consultants  view 
problems  in  particularly  global  terms. 

Many  alums  say  their  McKinsey  years 
were  among  the  most  formative  of  their 
careers.  "McKinsey  had  a  culture  that 
fostered  rigorous  debate  over  the  right 
answer  without  that  debate  resulting  in 
personal  criticism,"  says  IBM's  Gerstner. 


product  line,  recalls  Wyss.  Wrong, 
only  did  we  find  we  were  losing  a 
die,  but  we  had  lost  half  of  the  sharl 
the  market  in  the  past  five  years  w 
out  management  knowledge." 
NO  ASSUMPTIONS.  Wyss  relocated 
plant  to  take  advantage  of  cheaper  k 
and  reengineered  the  product  to 
manufacturing  costs.  It  was  a  typ 
McKinsey  approach:  Take  nothing 
assumption,  gather  all  relevant  fa 
draw  conclusions,  and  make  recomn 
dations.    "My   McKinsey  experie 
taught  me  that  many  managers  w 
with  partial  or  wrong  information, 
they  compete  on  success  factors  t 
are  no  longer  true  anymore,"  he  saj 
Of  course,  McKinsey's  most  profo 
impact  on  business  comes  in  its  offi 
role  as  corporate  doctor  to  at  least 
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Introducing  a  new 
family  of  value-packed 
PCs,  and  a  new 
3-year  warranty  on  every 

Digital  PC. 

The  brand-new,  value-priced  DECpc™  LPv  and 
DECpc  LPx  PCs  have  what  it  takes  to  help  you 
make  a  big  splash.  At  prices  that  won't  leave 
you  high  and  dry.  And  like  all  our  PCs,  they're 
covered  by  a  new  three-year  warranty*  backed 
by  Digital,  not  some  third  party.  The  DECpc  LPv  is 
just  what  you're  looking  for  in  budget-conscious 
i486  performance,  with  second-generation 
Windows™  acceleration  packed  into  a  basic,  low- 
profile  package.  And  the  feature-filled  DECpc  LPx 
offers  choices  of  i486  processors  and  graphics 
performance  based  on  VESA-VL  bus  Windows 
acceleration  —  plus  plenty  of  room  for  future 
expansion.  So  go  with  the  flow.  Digital  PCs  can 
rapidly  change  your  idea  of  value. 


The  DECpc  LPv. 
Outstanding  value  in  a 
low-profile  package 


25  MHz  i486SX: 

$1,349 


Hie  DECpc  LPx. 
Value-priced  perf<  >rmance 
and  expandability 


Price  includes  monitor,  MS-DOS®  6.0  and  Windows  3. 1 

Call  1-800-210-8319 

Please  reference  BKAwhen  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 
■  call  your  local  Digital  dealer  or  value-added  reseller. 


:  magine  PC  values  so  exhilarating 
1  they  leave  you  breathless. 


digital 


0  Digital  Equipment  Corporation,  1 993.  Digital,  DECpc  and  the  DIGITAL  Logo  are  trademarks  of  Digital  Equipment  Corporation,  i486  and  the  Intel  Inside  Logo  are  trademarks  o 

Intel  Corporation.  MS-DOS  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Digital  believes  that  the  information  in  this  advertisement  is  accun 

as  of  its  publication  date.  Digital  is  not  responsible  for  any  errors.  Not  all  products  available  worldwide. 
*  3-year  limited  hardware  warranty.  Certain  restrictions  and  exclusions  apply.  Wairanty  service  on  DECpc  notebooks  is  retum-to-factoiy.  Monitors,  batteries  and  peripherals 

covered  by  a  1 -year  limited  warranty.  .  :M/Kk,% 


i  Logo  are  trademarks  of 

advertisement  is  accurate 
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of  the  500  largest  U.  S.  corpora- 
tions, as  well  as  many  of  the 
most  elite  foreign  giants.  When 
CBS  Inc.  wanted  a  strategic  re- 
view of  its  structure,  operations, 
and  finances  in  1991,  it  turned 
to  McKinsey.  When  PepsiCo's 
Frito-Lay  Inc.  wanted  a  study  of 
its  long-term  strategy,  McKinsey 
served  up  solutions  that  led  to 
the  dismissal  of  nearly  a  third  of 
Frito-Lay's  corporate  headquar- 
ters staff. 

At  Eastman  Kodak  &  Co.  ear- 
lier this  year,  McKinsey  came  up 
with  a  raft  of  recommendations 
for  Chairman  Kay  R.  Whitmore, 
including  the  sale  of  its  chemi- 
cal unit.  The  consultants  present- 
ed their  ideas  directly  to  the 
board  just  as  it  was  having 
doubts  about  Whitmore's  abilities 
to  aggressively  follow  up.  At  ITT 
Corp.,  McKinsey  won  out  over 
two  other  firms  for  an  assign- 
ment to  analyze  the  conglomer- 
ate's nine  corporate  and  division- 
al headquarters  by  the  end  of 
this  month.  Estimated  cost  of  the 
study:  about  $3  million.  Expected 
savings:  $90  million  from  greater 
efficiencies  and  layoffs. 

For  all  its  influence  and  perva- 
sive presence,  McKinsey  has  re- 
cently suffered  a  few  bruises  to 
its  reputation.  Mass  defections 
of  the  kind  McKinsey  has  rarely 
known  have  begun  troubling  the 
firm  lately.  Last  year,  a  New 
York-based  partner  defected  to 
rival  A.T.  Kearney  Inc.  to  head 
that  consulting  firm's  financial- 
services  practice.  He  took  with 
him  16  McKinsey  consultants. 
The  firm's  Italian  office,  in  partic- 
ular, has  been  riven  by  defec- 
tions. In  late  1989,  Gian  Filippo 
Cuneo,  one  of  the  hottest  McKin- 
sey partners,  left  to  set  up  his 
own  firm,  taking  15  colleagues 
with  him.  Last  January,  Giorgio  Rossi 
Cairo,  another  top  Italian  partner, 
walked  out  with  14  professionals  to  go 
directly  into  competition  with  his  alma 
mater  and  Cuneo. 

CULTURE  CLASH.  More  importantly,  over 
the  past  decade,  the  fastest-growing  area 
of  consulting  has  been  in  information 
technology,  where  corporations  have 
been  making  their  biggest  capital  in- 
vestments. McKinsey,  as  a  general  man- 
agement-consulting firm,  attempted  to 
play  catchup  through— uncharacteristi- 
cally—acquisition.  It  bought  Information 
Consulting  Group  in  late  1989  from  Brit- 
ish-based Saatchi  &  Saatchi  Advertis- 
ing International.  But  more  than  half  of 
the  19  partner-level  technology  experts 


THE  McKINSEY  WORLDVIEW 

Many  of  McKinsey's  partners  are  pioneering  new 
views  on  management,  organization,  and  strategy 


Provides  a  new 
framework  for  the  2,1  st 
century  corporation.  . 
Advocates  a  flatter,  more 
horizontal,  and  cross- 
functional  structure  over 
the  traditional  vertical, 
hierarchical  organization 


Research  into  successful 
teams  led  to  guidelines 
for  making  them  effective 
and  productive.  A  key 
finding:  Provide  specific 
performance  challenges 
critical  to  the  company's 
overall  goals.  / 

McKinsey's  version  of 
reengineering,  today's 
hottest  management 
concept,  urges  a  radical 
rethinking  of  the  core 
processes  that  deliver 
value  to  customers.  The 
goal:  To  gain  major,  rather 
than  incremental,  improve- 
ments in  performance. 

• 

Strategic  alliances  among 
companies  in  different 
countries  is  hardly  new. 
But  McKinsey  is  writing  the 
rules  for  what  makes  for 
successful  joint  ventures. 
One  finding:  Alliances  are 
most  effective  for  moving 
into  related  businesses  or 
new  geographic  markets. 

DATA:  COMPANY  REPORTS 
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it  acquired  in  the  deal  have  since  walked 
out,  including  ICG's  president,  Gresham 
T.  Brebach,  who  left  for  Digital  Equip- 
ment Corp.  earlier  this  year.  Of  the  orig- 
inal 245  ICG  staffers,  only  94  have 
stayed. 

Although  the  acquisition  was  cham- 
pioned by  Fred  W.  Gluck,  who  has  guid- 
ed the  firm  since  1988,  it  nevertheless 
ran  afoul  of  McKinsey's  intense,  domi- 
nant culture.  Under  Brooklyn-born 
Gluck,  McKinsey  has  made  successful 
forays  into  new  territories,  opening  18 
new  offices,  all  but  two  outside  the  U.  S. 
He  also  launched  an  elaborate  internal 
network  for  making  better  use  of  the 
intelligence  McKinsey  consultants  gath- 
er on  assignments  around  the  world. 


Gluck,  58,  will  step  down  I 
managing  director  next  J I 
when,  many  insiders  belie  I 
McKinsey  may  well  elect  I 
first  non-American  partnerB 
head  the  firm.  Among  the  frm 
runners:  Christian  CaspaiT 
Scandinavia,  Lukas  Miihlem 
in  Switzerland,  Norman  San 
in  London,  and  Herb  Henzle 
Germany.  Gluck  and  other  p 
ners  declined  to  be  intervie 
for  this  article. 
grand  old  man.  Whoever  a 
the  top  job,  the  challenge 
be  to  preserve  McKinsey's  p 
nership  system  while 
promoting  growth.  With  r< 
nues  up  14%  last  year,  McKir 
outbills  every  other  manage] 
advice-giving  firm  in  the  w 
except  Andersen  Consulting 
cording  to  Consultants  News 
industry  newsletter.  Yet  Mc 
sey's  revenues  per  professi 
total  $387,000.  That's  more 
triple  Andersen's  average, 
cause  so  much  of  McKins 
consulting  is  at  the  top  leve! 
management,  where  assignm 
are  more  lucrative. 

The  tone  of  the  place  has  1 
been  set  by  Marvin  Bower, 
legendary  spiritual  leader  of 
firm.  As  managing  director  f 
1950  to  1967,  he  developed  m 
of  McKinsey's  key  policies. 
Harvard-trained  lawyer  broi 
the  professional  standards 
top-flight  law  firm  to  man 
ment  consulting,  insisting 
the  client  always  come  first, 
calling  the  state  of  the  indu 
when  he  joined  McKinse 
1933,  Bower  says  that  "at 
time,  management  consu 
wasn't  even  called  that.  It 
called  management  engineeri 
Golub  at  American  Expi 
calls  Bower,  now  90,  "one  of 
finest  leaders  in  American  business  e 
He  led  that  firm  according  to  a  se 
values,  and  it  was  the  principle  of  u 
values  to  help  shape  and  guide  an  or;  jjj] 
ization  that  was  probably  the  most  M 
portant  thing  I  took  away." 

Those  values  continue  to  unite  i 
firm's  58  offices  around  the  world, 
run  by  a  Master-of-the-Universe 
who  combines  business  acumen  wit? 
cial  charm  or  political  savvy.  In  CI 
land.  Managing  Director  Jim  Ben: 
was  educated  at  Cornell  Univen 
earned  his  law  degree  from  Har\ 
University,  and  married  a  Stuttgart 
let  dancer.  In  Diisseldorf,  senior  p 
ner  Herbert  Henzler  is  so  politically 
nected  that  some  McKinsey  a, 
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Introducing  the  I 
only  3-year  PC  warranty 
with  30,000  reasons  to 
kick  back  and  relax. 

Welcome  to  PC  Peace  of  Mind.  " 
With  every  Digital  PC,  you  now  get  three 
years  of  high-quality  Digital  support, 
including  a  year  of  on-site  service* 
And  it's  the  industry's  only  "first  party" 
three-year  warranty  —  backed  by 
30,000  Digital  service  people  worldwide. 

But  that's  only  the  start.  You're  also 
getting  leading-edge  PC  performance. 

Quality  Digital  manufacturing. 
And  the  full  services  and  broad  product 
range  of  a  world-class  PC  supplier. 
Compare  our  performance,  price,  and 
support.  You'll  find  that  you  can't  do 
better  than  a  Digital  PC— the 
one  with  Peace  of  Mind  built  right  in. 


I jital  Equipment  Corporation,  1 993.  Digital,  OECpc  and  the  DIGITAL  Logo  are  trademarks  of  Digital  Equipment  Corporation.  Digital  believes  that  the  information  in  this  advertisement  is 
curate  as  of  its  publication  date.  Digital  is  not  responsible  for  any  errors.  Not  all  products  available  worldwide. 
ioar  limited  hardware  warranty.  Certain  restrictions  and  exclusions  apply.  Warranty  service  on  DECpc  notebooks  is  retum-to-factory.  Monitors,  batteries  and  peripherals  covered  by 
-year  limited"  warranty. 


Ill 
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believe  he  could  some  day  become  Chan- 
cellor of  Germany. 

To  become  a  McKinseyite,  one  must 
pass  through  a  fine  screen.  Some  275 
to  .300  of  the  firm's  542  hires  last  year 
were  recently  minted  MBAs  from  such 
top  schools  as  Harvard,  Wharton,  North- 
western, and  Stanford.  To  get  the  very 
best,  McKinsey  routinely  dangles  the 
highest  starting-pay  packages  in  MBA 
recruiting  of  any  management  consulting 
firm,  investment  Dank,  or  corporation. 

The  interview  process  is  grueling  and 
intense.  In  a  series  of  sessions,  candi- 


end  up  as  directors.  The  financial  re- 
wards for  survivors  are  generous:  Direc- 
tors earn  as  much  as  $2  million  a  year 
in  salary  and  bonus,  and  all  partners 
receive  equity  in  the  firm. 

McKinsey  training  is  comprehensive 
and  constant.  In  the  first  year,  every 
associate  is  put  through  a  two-week 
introductory  training  program  that 
provides  the  basic  McKinsey  tools  for 
problem-solving  and  analysis.  There  are 
also  communications-skills  workshops, 
team-leadership  training  seminars,  and 
client-relationship  workshops  through- 


tensive  information  network.  A  Km 
edge  Resource  Directory  provides  an 
line  guide  to  which  consultant  kn 
what— whether  that  person  is  base<i 
Prague  or  Taipei.  And  a  special  < 
base  sorts  and  stores  the  knowle 
gained  by  consultants  from  their 
jects  around  the  globe. 
long  days.  The  most  valuable  train 
of  course,  is  on  the  job.  "At  McKin 
you're  trained  to  be  a  CEO,"  says  C.  I 
ert  Kidder,  chairman  and  CEO  of  D 
cell  International.  "You  always 
smart  people  challenging  you.  And 


ANNUAL  PAY 
Associates:  up  to  $225,00(81 
Principals:  up  to  $700,00((| 
Directors:  up  to  $2  miilio 


EASTMAN  KODAK  Hired  at 
board's  request,  presented 
strategic  study  of  options 
for  restructuring  and  urged 
sell-off  of  company's  chem- 
ical operations. 


CURREI 

ITT  Analyzing  over-head 
at  nine  corporate  and  divi- 
sional headquarters.  Ex- 
pects savings  of  $90  million 
from  greater  efficiencies 
and  layoffs. 


IT  OR  RECENT  ASSIGNMENTS 


FRIT0-LAY  Study  of  long-term 
strategy  led  to  dismissal  of 
nearly  one-third  of  corpor- 
ate headquarters  staff  and 
a  reorganization  of  the 
company. 


RJR  NABISCO  Analysis  of 
how  consumer-products 
company  could  better  use 
information  technology  to 
reshape  its  business. 


dates  are  asked  to  analyze  and  provide 
solutions  off-the-cuff  to  brief  business 
problems  outlined  by  McKinsey  consul- 
tants. On  McKinsey's  candidate-evalua- 
tion forms,  they're  assessed  on  every- 
thing from  their  "ability  to  synthesize" 
and  solve  problems  with  "clear,  logical 
reasoning"  to  their  "personal  presence" 
and  "potential  client  impact."  Each  candi- 
date is  rated  on  a  scale  of  1  to  10.  One 
to  five  is  death,  meaning  the  candidate, 
in  the  firm's  words,  "lacks  McKinsey's 
intrinsic  qualities." 

UP  OR  OUT.  For  those  with  the  right 
stuff,  McKinsey  offers  a  business  career 
that  may  well  be  unique  today:  an  or- 
derly progression  with  preset  steps  from 
associate  to  principal  and,  finally,  direc- 
tor over  a  12-year  period.  Along  the 
way,  the  firm  is  constantly  winnowing 
staff  into  an  ever  more  exclusive  club, 
paring  down  the  numbers  of  people  who 
make  it  to  director  or  senior  partner. 

All  along,  it's  up  or  out:  If  you're  not 
promotable  to  the  next  level,  you're 
gently  asked  to  leave  the  firm.  Only  one 
in  five  associates  becomes  a  principal,  or 
junior  partner,  in  the  first  six  years. 
Only  half  of  those  who  become  principals 


out  an  associate's  first  five  years. 

Besides  educating,  the  training  pro- 
grams offer  a  prime  opportunity  to  do  a 
little  global  networking.  "In  any  class, 
you'll  sit  next  to  an  Italian,  a  German, 
an  American,  and  a  Spaniard,"  says  Rog- 
er Parry,  an  alum  at  Aegis  Group  PLC  in 
London,  who  was  with  McKinsey  from 
1985  to  1988.  "So  if  you're  later  sitting  in 
an  office  in  London  and  want  to  know 
what's  going  on  in  Caracas,  you  simply 
call  up  the  office  and  inevitably  talk  to 
someone  you  met  in  a  training  session  or 
an  assignment." 

At  McKinsey,  international  experienc- 
es are  not  just  left  to  random  socializing. 
Global  teams  of  consultants  are  com- 
monly assembled  for  corporate  assign- 
ments. Nearly  two  dozen  of  McKinsey's 
Cleveland-based  consultants,  for  instance, 
spent  from  4  to  18  months  working  on 
project  teams  in  a  dozen  different  na- 
tions, from  Australia  to  Britain.  Another 
10  consultants  in  Cleveland  are  natives 
of  other  countries,  including  the  former 
Soviet  Union  and  El  Salvador. 

Wherever  they  are  stationed,  the 
firm's  professionals  continually  tap  into 
the  expertise  of  colleagues  via  an  ex- 


very  young  age,  you're  trying  to  \ 
vince  older,  more  experienced  peopl 
change  their  companies  even  though 
don't  know  as  much  about  the  busir 
as  they  do." 

Employees  put  in  12-  to  14-hour  d 
and  are  expected  to  sometimes  w 
weekends  and  occasionally  even  thro 
the  night.  "It  shouldn't  surprise  anyb 
that  McKinsey  has  so  many  yo 
bright  people,  because  if  they  wer> 
young  they  wouldn't  be  able  to  do 
work,"  says  William  B.  Ellis,  a  fori 
partner  who  is  now  chairman  of  No 
east  Utilities.  "It  was  very,  very  hi 
running." 

Most  of  those  long  hours  are  sp 
in  teams  where  the  heavy  lifting  is  d 
by  young,  inexperienced  associates  g 
ed  by  a  principal  and  a  director  res{ 
sible  for  the  overall  quality  of  the  ass 
ment.  Increasingly,  McKinsey  consults 
work  directly  in  teams  side  by  side  v 
corporate  managers  and  executives. 

In  the  current  assignment  for  ITT, 
example,  a  pair  of  McKinsey  consults 
has  been  placed  in  a  team  with  sii 
seven  ITT  managers  at  each  of  the  c 
pany's  nine  corporate  and  divisic 
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The  NEW  Bose'  Lifestyle1  5  music  system:  Music  center  with  built-in  CD  player  and  AM/FM  stereo  radio,  Direct/Reflecting'  cube 
speakers,  hideaway  Acoustimass'  bass  module  (not  shown),  remote  control  that  works  around  corners  and  through  walls. 


The  press  thought  our  Lifestyle®  music  system  was 
"exemplary/5  "ahead  of  the  pack/5  and  "ingenious." 

Take  one  home  and  tell  us  what  you  think. 


When  the  Bose5  Lifestyle'  music  system  was 
introduced,  it  quickly  established  new  standards  for 
home  stereo. 

Popular  Science  gave  it  the  prestigious  award  you 
see  here.  Hans  Fantel  of  The  New  York  Times 

described  the  sound  as  "exemplary." 
The  Boston  Herald  proclaimed  it 
"ahead  of  the  pack."  And  summariz- 
'"  ing  a  five  page  article,  Stereo 
Review  called  it  "ingenious." 

Clearly,  this  kind  of  recognition  would  please 
anyone.  But  at  Bose,  our  commitment  to  research 
and  our  passion  for  excellence  led  our  engineers  to 
take  it  all  somewhat  differently.  They  were  not 
nearly  as  flattered  as  they  were  challenged. 


The  result?  The  new  Lifestyle*  5  music  system. 
Smaller.  More  affordable.  Even  easier  to  use.  With 
every  bit  of  the  lifelike  sound  you 
expect  from  Bose.  hOIT18  3 

rrznevi— — 

To  hear  the  Lifestyle'  5  system       iff RQflflP 

yourself,  visit  your  local  Bose   music-  

system 

dealer.  And  while  you're  there,  enter  to 

win  a  free  Bose  car  stereo  -  and  the  sporty  new  car 

it's  built  into.  For  more  information,  call  toll-free: 

1-800-444-BOSE  (2673)  Ext.268 


Better  sound  through  research  * 

<D  1993  Bose  Corporation.  Covered  by  patent  rights  issued  and/or  pending.  JN  94434-1 


headquarters.  "It  combines  the  best  of 
all  worlds."  says  Robert  A.  Bowman, 
chief  financial  officer  of  ITT.  "McKinsey  is 
there  to  challenge  the  status  quo  with 
"what  if  questions,  and  the  employees 
are  there  to  counteract  that  with  the 
real  world  and  the  inside  lore  of  the 
company." 

Xo  doubt.  McKinsey's  consultants  are 
being  greeted  with  some  skepticism— as 


most  of  their  brethren  are.  But  at  a 
time  of  rapid  change,  when  competitive 
pressures  appear  to  have  reached  a  new 
high,  more  companies  than  ever  appear 
willing  to  let  outsiders  in  for  a  cold, 
hard  look  at  the  way  they  do  business. 

As  observers  watch  the  goings-on  at 
IBM,  Westinghouse.  American  Express, 
and  other  giant  corporations  now  headed 
by  McKinsey's  alums,  they  can  expect 


that— and  more.  Westinghouse's  Joi| 
for  one.  hints  strongly  that  he  will 
new  people  into  the  company.  "It's  I 
|  strictly  from  the  inside,"  Jordan  M 
"Like  a  lot  of  old-line  companies,  I 
probably  need  some  new  blood." 

Don't  be  surprised  if  some  of  I 
new  blood  is  Type  M.  for  McKinseJ 

By  John  A.  Byrne  in  New  York,  | 
bureau  reports 


THE  ALUMNI  CLUB  TO  END  ALL  ALUMNI  CLUBS 


Whether  they  stay  for  just  a 
couple  of  years  or  more 
than  a  decade,  nobody  ever 
really  leaves  McKinsey  &  Co.  It's  just 
one  of  those  places,  ex-McKinseyites 
say.  that  leaves  an  indelible  imprint 
on  people  and  their  careers.  Enduring 
friendships  are  commonly  forged.  Busi- 
ness values  are  etched.  And  above  all. 
the  connections  last  forever. 

That's  no  accident.  McKinsey  nur- 
tures its  network  of  high-powered 
alumni  in  ways  that  the  finest  univer- 
sities would  be  hard-pressed  to  dupli- 
cate. Indeed,  many  alums  and  compet- 


The  backbone  of  the  McKinsey  net- 
work is  the  firm's  alumni  directory.  It 
lists  the  work  and  home  addresses  and 
phone  numbers  for  3.500  ex-McKinsey- 
ites  and  is  more  up-to-date  than  the 
alumni  rosters  at  Princeton  or  Har- 
vard. It's  "an  invaluable  resource,"  says 
Peter  A.  Kreisky.  a  McKinsey  alum 
now  a  vice-president  at  Mercer  Man- 
agement Consulting  Inc.  He  often  quer- 
ies alums  before  starting  a  project  in 
an  unfamiliar  industry.  "I  know  less 
than  25%  of  the  people  in  the  directo- 
ry, but  80%  to  90%  will  pick  up  their 
phone  or  respond  to  a  letter,"  he  says. 


that  mention  the  firm  or  its  allui 
McKinsey  plays  down  the  comn 
cial  value  of  the  network,  but  it  ol 
ously  plays  an  important  role  in  ke 
ing  the  firm  ahead  of  its  competiu 
"McKinsey  gets  a  very  large  portioi 
business  from  its  alumni,"  says  con 
tant  Kreisky.  In  fact,  the  system  wo 
so  well  that  other  firms,  including 
thur  D.  Little  Inc..  have  begun  mim 
ing  it.  Last  year.  Little  began  financ 
reunions  for  former  employees. 

The  alumni  network  is  hardly  a 
of  embittered  casualties  of  the  ft 
up-or-out  policy.  "McKinsey  doe 


NETWORKING 
McKINS 
STYLE 


1 McKinsey  consul- 
tants work  closely 
with  senior  managers  ■ 
of  important  client 
companies 


ie  gratetui  alums 
may  hire  McKinsey 
to  do  a  consulting  job 
or  two 


current  and  former 
McKinsey  consultants 
informally,  for  guidance 
or  crucial  contacts  in 
new  markets  or 
unfamiliar  industries 


BHJt  HN*SS«B 


itors  believe  that  a  good  deal  of 
McKinsey's  clout  in  the  marketplace 
derives  from  the  firm's  well-cultivat- 
ed alumni  network. 

Consider  the  careers  of  IBM's  Louis 
V.  Gerstner  Jr.  and  W  estinghouse  Elec- 
tric Corp.'s  Michael  H.  Jordan.  Both 
earned  their  stripes  at  McKinsey  in 
the  late  1960s  and  1970s.  Both  left*  the 
firm  to  work  for  McKinsey  clients. 
Gerstner  at  American  Express  and 
Jordan  at  PepsiCo.  Both  alums  not 
only  hired  their  old  firm  to  do  consult- 
ing studies  but  also  turned  to  McKin- 
sey for  executives.  "It's  still  a  bit  of  a 
fraternity."  says  Jordan,  who  worked  at 
the  firm  from  1964  to  1974.  "A  lot  of 
my  close  friends  are  people  I  worked 
with  at  McKinsev." 


Unlike  the  alumni  directories  that 
exist  for  other  companies,  such  as 
Procter  &  Gamble  Co..  McKinsey's 
isn't  an  underground  publication:  The 
firm  foots  the  bill.  In  addition,  it  spon- 
sors two  alumni  events  each  year  in 
New  York:  a  cocktail  party  at  the  Yale 
Club  on  the  first  Monday  in  December 
and  a  luncheon  at  the  Harvard  Club 
every  spring.  There  are  also  a  spate  of 
regional  and  local  alumni  gatherings. 
NO  hard  feelings.  Although  primarily 
intended  for  clients  and  current  staff, 
alums  also  receive  the  McKinsey  Quar- 
terly, a  journal  on  the  latest  thinking 
by  the  firm's  consultants,  and  Mc- 
Kinsey Press  Summary,  a  monthly  dis- 
tillation of  articles  written  by  McKin- 
sey consultants  and  press  clippings 


very  good  psychological  job  of  h  j 
dling  people."  says  James  M.  McC  pi 
mick.  president  of  First  Mannar 
Consulting  Group  and  an  alum.  "1 
know  it's  only  one  in  five  who  mi 
junior  partner,  so  you  don't  feel  t 
bad."  It  helps,  too.  that  McKinsey  p; 
ners  assist  colleagues  in  job  search 

When  an  alumnus  is  up  for  a  1 
position,  of  course,  a  couple  of  McK 
sey  references  often  go  a  long  way 
clinch  the  position— or  to  lose  it.  ~T 
network  works  throughout  your  bi 
ness  career."  says  one  ex-McKim 
man.  "If  you  get  on  the  wrong  side 
that,  it's  very  easy  for  McKinsey  p 
pie  to  damn  you  with  faint  praise." 

By  John  A.  Byrne  in  New  York,  u 
Gary  McWilliams  in  Boston 
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The  BallPoint®  2.0  Mouse:  This  mouse, 
enhanced  for  accuracy,  snaps  on  and  off  in  an 
instant,  and  needs  no  cords.  Our  newest 
version  adds  features  for  improved  tracking, 
and  refined  ergonomics. 


HE  FASTEST  BUSINESS  DECISION 


YOU'LL  EVER  MAKE 


•ntellite 


What  makes  it  fast  is  the  new  Intel 
48(TDX2  processor.  You  get  the 
wer  to  put  Windows'"  and  DOS  applications  through  their 
pes,  without  even  breaking  a  sweat. 
What  makes  it  a  business  decision  is  value. 
The  Satellite  Senes  packs  all  that  power  into  a  system  that 
ligh  on  functionality  and  surprisingly  low  on  pnee. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
ghter  displays;  a  BallPornf  Mouse  2.0  with  QuickPort'"  for  easy, 
;cise  control;  full-travel  keyboards,  and  Toshiba  MaxTime"' 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  penpherals,  pre- 
mstalled  MS-DOS'  6.0  and  Windows 
software,  and  die  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  than  what  you'd  expect  to  pay.  So  you 
can  travel  in  the  fast  lane  without  a  toll. 

The  Toshiba  T1950  Satellite  Series.  That's  an  easy  decision 
The  hard  part  is  deciding  how  many  to  get. 


14.5mm  industry- 
standard  PCMCIA 
2.01  compliant  slot: 

Accepts  a  credit  card-sized 
data/fax  modem, 
networking  adapter, 
hard  drive,  or  more. 


In  Touch  with  Tomorrow 

TOSHIBA 

For  a  dealer  near  you,  call  1  (300)  457-7777.  €>  1993  Toshiba  Amenca  Information  Systems,  Inc. 
All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies. 
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When  a  kid  strikes 
a  match,  fire 
strikes  back! 
Children  don't  realize 
that  a  simple  flame  can 
blaze  out  of  control  in 
mere  minutes.  That 
may  be  why  nearly 
twenty-five  percent  of 
the  fires  that  kill  young 
children  are  started  by 
children  themselves 
playing  with  fire. 

Don't  let  fire  strike 
your  family.  Always 
keep  matches  and 
lighters  far  out  of  the 
reach  of  children. 


A  message  from  your  local  fire  department,  this 
publication,  and  the  U.S.  Fire  Administration. 
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ANHEUSER-BUSCH  SAYS 
SKOAL  SALUD,  PROSIT 


As  U.S.  sales  growth  slows,  it's  in  hot  pursuit  of  markets  abroa 


I  t's  unlikely  the  citizens  of  the  small 
I  Czech  town  of  Ceske  Budejovic  have 
I  ever  received  such  attention.  Trees 
are  being  planted  along  main  avenues. 
And  a  new  cultural  center  recently 
opened.  Who's  footing  the  bill  for  these 
projects?  The  benefactor  is  none  other 
than  Anheuser-Busch  Cos.  It  wants  the 
support  of  the  people  of  Ceske  Budejov- 
ic in  its  battle  to  buy  a  stake  in  the  lo- 
cal brewery,  which  makes  Budweiser 
Budvar— no  relation  to  the  St.  Louis- 
based  giant. 

Why  such  passion  for  a  national 
treasure  that  produces  just  500,000  bar- 
rels a  year— the  equivalent  of  two  days' 
output  for  the  world's  biggest  brewer? 
There's  a  good  chance  the  government- 
owned  brewery  will  be  par- 
tially privatized  in  October. 
Busch  began  using  the  Bud- 
weiser name  in  the  19th 
century  to  give  its  beer  a 
European  cachet.  And  if 
Busch  ends  up  owning  a 
third  of  the  business,  as  it 
hopes,  then  it  can  finally 
settle  the  nasty  trademark 
battle  over  the  Czech  Bud- 
weiser brand  that  has 
blocked  the  brewing  behe- 
moth from  pushing  its  beer 
in  many  markets  around 
the  world. 

The  search  for  new  mar- 
kets has  never  been  as  im- 
portant to  Busch  as  it  is 
now.  Even  though  Busch 
controls  almost  43%  of  the 
U.  S.  beer  market,  its  do- 
mestic sales  growth  is  slow- 
ing dramatically.  Analyst 
Emanuel  Goldman  of  Paine- 
Webber  Inc.  estimates  that 
Busch's  profits  will  grow 
less  than  1%  this  year,  to 
$1  billion,  as  sales  rise  by  a 
mere  2%,  to  $11.6  billion 
(chart). 

PARCHED.  That's  forcing  the 
brewer  to  tap  into  thirstier 
regions  abroad.  Thanks  to  a 
beefed-up  marketing  cam- 
paign and  a  flurry  of  new 
licensing  agreements  with 


foreign  brewers,  Busch  is  hoping  t 
pand  Budweiser  sales  from  Russ 
Japan.  More  significantly,  Busch 
recognizes  that  Yankee  beers  won' 
everywhere  overseas.  So  it  is  t& 
equity  stakes  in  foreign  brewers  t 
pand  its  international  presence  {ti 
The  goal  is  to  transform  the  int 
tional  brewing  operation  into  the 
pany's  second-biggest  profit  m; 
ahead  of  its  food  business  that  incl 
Campbell  Taggart  baked  goods  an<  | 
gle  Snacks. 

Going  global  isn't  a  new  notic 
Busch.  But  until  recently,  the  co 
ny's  foreign  sales  push  had  been  la 
dependent  on  exports  and  a  handi 
licensing  agreements  that  allowed 
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companies  to  brew 
market  Budweiser.  But 
ceting  and  distribution 
3  varied  widely  over- 
,  And  Budweiser  had 
id  success.  "The  world 

not  waiting  for  an 
rican  beer,"  says  John 
ffirnell,  who  is  chair- 
of  Busch's  internation- 
lerations. 

jwadays,  there's  far 
;  urgency  to  succeed 
id.  Not  only  is  its  core 

beer  market  flat,  but 
company's  diversifica- 

strategy  is  faltering, 
•ating  profits  at  the 

unit  fell  21%  last  year,  to  $75  mil- 

And  while  the  entertainment  di- 
n,  which  includes  Sea  World  and 
h  Gardens,  saw  its  profits  rise  22%, 
)5  million,  that's  still  below  1990's 

ITING  CHANCE.  Busch  now  is  level- 
mormous  firepower  at  foreign  mar- 
This  year  alone,  the  company  will 
i  $100  million-47%  more  than  what 
ent  in  1992— on  marketing  Budwei- 
iverseas.  Busch  is  gambling  that  it 
tap  the  growing  popularity  of 
rican  culture  in  many  regions, 
thing  American  in  Asia  turns  to 
gold,"  insists  Keene  Addison, 
manager  of  a  Hong  Kong- 
based  chain  of  Chicago-style 
theme  restaurants,  Dan  Ry- 
an's. To  gain  additional  atten- 
tion, Busch  is  considering 
sponsoring  British  soccer  and 
Japanese  baseball  teams. 

The  centerpiece  of  Busch's 
international  foray,  however, 
is  the  partnerships  it's  form- 
ing with  foreign  breweries. 
Consider  its  close  business  ties 
with  Japan's  Kirin  Brewery 
Co.,  the  world's  fourth-largest 
brewer.  A  year  ago,  Kirin 
Chairman  Hideyo  Motoyama 
and  Busch  Chairman  August 
A.  Busch  III  met  in  Hawaii  to 
discuss  their  broad  strategies. 
In  the  end,  they  agreed  to 
form  a  joint  venture  to  mar- 
ket Budweiser  in  Japan,  which 
will  likely  be  an  uphill  fight. 
Beginning  this  month,  with 
Kirin's  help,  Busch  plans  to 
create  its  own  sales  force  to 
learn  the  tricky  distribution 
system  in  Japan.  There's  also 
speculation  that  Busch  may 
buy  a  stake  in  Kirin,  and  Ki- 
rin and  Busch  may  collaborate 
in  markets  elsewhere  in  Asia. 

Busch's  small  stake  in  Chi- 
na's Tsingtao  Brewery  also 
may  be  a  launching  pad  for 
bigger  things.  Beer  consump- 


WITH  SALES 
GROWTH  SLOWIHG... 
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...ANHEUSER-BUSCH 
LOOKS  ABROAD 

MEXICO  Acquires  1 7.7%  stake  in 
country's  largest  brewer,  Grupo 
Modelo.  Hopes  to  expand  owner- 
ship. Looking  for  broader  access  to 
Latin  America. 

CHINA  Acquires  5%  stake  in  Tsingtao 
Brewery  to  establish  beachhead  in 
growing  Chinese  market. 

JAPAN  Forms  joint  venture  with  Kirin 
to  market  and  distribute  Budweiser. 
Hopes  to  expand  links  to  Kirin  in 
other  Asian  markets. 


tion  in  China  rose  14%  last  year,  making 
it  the  fastest-growing  beer  market  in 
the  world.  Down  the  road,  Tsingtao  will 
likely  brew  Budweiser  locally  to  help 
its  U.  S.  partner  avoid  steep  duties  on 
imported  beers.  In  Mexico,  Busch  ac- 
quired a  17.7%  stake  in  Grupo  Modelo, 
which  brews  Corona,  for  $477  million. 
The  company  wants  to  expand  its  own- 
ership to  nearly  50%. 

Of  course,  the  company's  latest  for- 
eign push  won't  be  all  beer  and  skit- 
tles. Some  of  Busch's  new  foreign  part- 
ners could  grow  leery  of  the 
arrangement  if  Budweiser  sales  start 


taking  off  at  the  expense 
of  their  own  brews.  "Be- 
ing the  world's  biggest 
brewer  sometimes  fright- 
ens people  off,"  cautions 
Brian  F.  Baldock,  deputy 
chairman  of  Guinness  PLC, 
which  brews  Budweiser  in 
Ireland.  And  then  there's  a 
more  immediate  threat:  ar- 
chrival Miller  Brewing  Co. 
Miller  is  going  all  out  to 
establish  its  own  interna- 
tional presence.  Now  head- 
ed by  former  Busch  sen- 
ior marketing  executive 
John  N.  MacDonough,  Mill- 
er has  taken  a  20%  holding 
in  Canada's  largest  brewer,  Molson 
Breweries.  And  its  parent,  Philip  Morris 
Cos.,  has  bought  a  7.9%  stake  in  Mexi- 
co's No.  2  brewery,  FEMSA. 

Profits  from  Busch's  foreign  beer  op- 
eration are  expected  to  climb  20%  this 
year,  to  $30  million,  a  fraction  of  what 
the  entire  company  is  likely  to  make. 
But  it's  a  start.  And  who  knows?  If  the 
residents  of  Ceske  Budejovic  warm  to 
Busch,  there's  no  telling  how  far  that 
upstart  Budweiser  could  go. 

By  Richard  A.  Melcher  in  St.  Louis, 
with  Julie  Flynn  in  London,  Robert  Neff 
in  Tokyo,  and  bureau  reports 


STRATEGIES  I 


OPERATING  ROOM 
MISHAP 


A  "brilliant  idea"  led  to  Medical  Care  America.  So  what  happened? 


w 


'hen  Medical  Care  Interna- 
tional Inc.  merged  with  Criti- 
cal Care  America  Inc.  last 
September,  the  new  company  seemed 
tailor-made  for  the  increasingly  compet- 
itive health-care  market.  By  combining 
Medical  Care's  outpatient  surgery  cen- 
ters with  Critical  Care's  home-infusion 
business,  the  company  would  be  a  vir- 
tual hospital  without  walls.  That,  in  turn, 
would  allow  the  newly  rechristened  Med- 
ical Care  America  Inc.  to  profit  hand- 
somely from  the  rising  demand  for  low- 
cost  outpatient  services.  All  in  all,  it 
"was  an  incredibly  brilliant  idea,"  says 
Patrick  S.  Smith,  the  former  CEO  of  Crit- 
ical Care  who  served  for  a  while  as 
chairman  of  Medical  Care  America. 

As  it  turned  out,  though,  the  idea 
was  one  thing,  the  result  quite  another. 
Unable  to  keep  costs— and  prices— in 
check  and  slow  to  aggressively  market 
its  services,  Medical  Care  has  been  los- 
ing business  to  nimbler,  lower-priced  ri- 


vals. The  upshot:  Analyst  Erik  D. 
Wiberg  of  Hambrecht  &  Quist  Inc.  esti- 
mates Medical  Care's  1993  profits  could 
tumble  27%,  to  $51  million,  as  revenues 
rise  by  6%,  to  $643  million.  At  the  same 
time,  Medical  Care's  stock  price— 54M  at 
the  time  of  the  merger  on  Sept.  9, 
1992— has  slid  to  about  17.  And  a  group 
of  angry  shareholders  has  filed  a  lawsuit 
against  Medical  Care,  alleging  that  the 
companies  concealed  many  of  their  prob- 
lems to  make  sure  that  the  merger  went 
through.  Medical  Care  America  CEO  Don- 
ald E.  Steen  denies  the  charge. 

Many  of  the  company's  woes  stem 
from  its  Critical  Care  subsidiary,  which 
accounts  for  about  a  third  of  total  rev- 
enues. The  unit  supplies  outpatients  with 
the  equipment  and  training  necessary 
to  administer  their  own  intravenous 
drugs  or  nutrients  at  home.  During  the 
1980s,  Critical  Care,  based  in  Westbor- 
ough,  Mass.,  thrived  by  providing  com- 
plex treatments,  such  as  posttransplant 
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therapy  and  specialized 
blood  transfusions.  Cost 
wasn't  an  issue.  Alter 
all,  traditional  indemni- 
ty insurers  never 
seemed  to  question  the 
company's  prices. 

Now,  however,  the 
health  market  is  increas- 
ingly dominated  by  man- 
aged-care networks,  such 
as  health  maintenance 
organizations,  whose 
profit  margins  depend  on 
low  costs.  Not  surpris- 
ingly, many  HMOs  passed 
over  Critical  Care,  where 
analyst  John  R.  Runnin- 
gen  of  Robinson- 
Humphrey  Co.  says 
prices  were  as  much  as 
26%  higher  than  at  such 
rivals  as  Northbrook 
(Ill.)-based  Caremark 
Homecare  and  Home 
Nutritional  Services  Inc. 
in  Parsippany,  N.  J. 

Insiders  say  Smith, 
the  former  CEO,  was 
slow  to  grasp  the  in- 
creasingly competitive 
nature  of  the  industry. 
Smith  became  chairman 
of  the  new  company  af- 
ter the  merger.  But  last 
November,  the  board  re- 
moved him  after  the 
depth  of  Critical  Care's 
difficulties  became  ap- 
parent. Smith,  who  de- 
nies he  was  responsible 
for  Critical  Care's  prob- 
lems, remains  a  director. 

Just  how  badly  off 
Critical  Care  was  be- 
came painfully  apparent 
less  than  three  weeks  af- 
ter the  merger.  That's  when  Steen  an- 
nounced that  third-quarter  profits  be- 
fore merger-related  charges  would  be 
flat  at  $16.7  million,  far  below  the  30% 
rise  most  analysts  expected.  Steen 
blames  the  surprise  on  Critical  Care's 
poor  internal  reporting  and  slow  pay- 
ments from  insurers.  But  the  15  share- 
holders who  have  sued  Medical  Care 
charge  Critical  Care's  problems  were  so 
severe  that  managers  had  to  have 
known  about  them.  Analysts  don't  think 
the  suit  poses  a  long-term  problem  be- 
cause no  big  institutional  shareholders 
have  joined  the  legal  challenge. 

Despite  Medical  Care's  faltering  first 
year,  Steen  vows  a  resurgence.  And  few 
in  the  industry  are  about  to  count  him 
out.  An  accountant  who  founded  Medical 
Care  in  1981,  the  46-year-old  Steen  bat 
tied  back  after  another  disappointing 


MEDICAL  CARE'S  TURNAROUND  TREATMENT 

PRICING  Slashing  costs  at  its  Critical  Care  subsidiary  to  bring  pricing 
in  line  with  competitors.  Cutting  the  prices  on  home-infusion  services 
by  50%  this  year. 

MARKETING  Steps  up  marketing  of  home  infusion  directly  to  man- 
aged-care customers,  such  as  HMOs.  Roughly  25%  of  Critical  Care's 
marketing  staff  is  pursuing  managed-care  groups.  Also  created  a  10- 
person  staff  to  sell  its  surgical  services. 

SERVICES  Longer  term,  company  intends  to  expand  services  at  surgical 
centers.  Medical  Care  is  already  building  more  elaborate  recovery 
rooms  at  some  facilities  to  allow  for  more  complex  surgeries. 

DATA:  BUSINESS  WEEK 


merger  in  1984.  That  deal,  with  Surgi- 
care  Corp.,  was  also  supposed  to  pro- 
duce rapid  profit  growth.  Instead,  the 
company  racked  up  millions  in  losses  af- 
ter expanding  too  aggressively.  Steen 
ended  up  closing  money-losing  surgical 
centers  while  acquiring  more  profitable 
ones.  Prior  to  his  latest  merger,  Medical 
Care  was  back  on  top,  with  its  earnings 
up  40%,  to  $64  million,  in  1991. 

This  time  around,  Steen  is  focusing  on 
costs.  He  has  trimmed  Critical  Care's 
staff  by  20%,  or  100  jobs,  and  has  taken 
a  hard  look  at  costly  medical  gear.  Ear- 
lier this  year,  he  scrapped  a  state-of- 
the-art  pump  used  in  antibiotic  treat- 
ments and  replaced  it  with  a  far  simpler 
model  that  needed  less  servicing.  The 
result:  The  company  cut  its  costs  to  $3  a 
day  per  patient  for  this  procedure,  from 
$30,  without  affecting  the  quality  of  care. 


Ultimately,  Steen 
to  save  $20  milli 
$25  million  over  the 
two  years  with 
cost-cutting  efforts 
The  cuts  shoul 
able  Medical  Cai 
start  bringing  pric 
line  with  rivals'.  In 
Critical  Care  is  ah 
discounting  its  pric 
50%.  Still,  Medical 
will  need  more 
just  competitive  pi 
to  bring  in  pati 
That's  why  Steer  | 
beefed  up  its  effor 
market  Critical  C 
serriees  to  managec 
groups.  Critical 
wasn't  even  amon 
bidders  for  most 
aged-care  contract 
fall.  Now,  says  S 
"we  may  not  wi 
bid,  but  at  least 
beginning  to  show 
finalists."  These 
15%  of  the  comp 
business  comes 
managed-care  grou 
8%  a  year  ago. 

MORE  DEMAND.  St 

betting  that  mark 
could  also  boost  bu 
at  Medical  Care 
surgery  centers 
account  for  66%  o 
company's  revenues 
surgical  centers,  to 
being  squeezed  by 
aged-care  customer 
competitors.  Amon 
challengers:  hos 
that  are  opening  o 
tient  surgery  ward 
April,  he  created  ; 
person  staff  to  market  surgical  ser 
to  managed-care  groups.  In  the  ; 
the  company  relied  on  local  admini 
tors  to  promote  the  centers  in  1 
spare  time.  Longer  term,  Steen  hop 
expand  services  at  the  surgery  cen 
He  is  already  building  elaborate  r< 
ery  rooms  at  some  facilities  to  allo\ 
more  complex  and  expensive  operat 
such  as  hysterectomies. 

Most  analysts  believe  Steen  is  si 
getting  the  company  back  on  til 
They  also  point  out  that  demanc 
less-expensive  outpatient  services 
only  rise  after  the  Clinton  Admini; 
tion's  health-care  reform  package  i; 
veiled.  Still,  turnarounds  take  time. 
Steen  will  have  to  produce  more 
dence  to  convince  shareholders  that 
merger  was  indeed  such  a  brilliant 
By  Stephanie  Anderson  Forest  in  D 
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TEMPLE'S  NEW 
THYRISTOR 
AND  ONE 
THAT  IT  CAN 
REPLACE 


A  MONSTER  CHIP 

Demand  for  Harris  Corp.'s  electricity-saving  circuits  should  soar 


For  two  decades,  Victor  A.  K.  Tem- 
ple has  labored  in  relative  obscur- 
ity, pursuing  a  semiconductor  tech- 
nology so  arcane  and  unglamorous  that 
it  even  turns  off  most  silicon  engineers. 
No  wonder.  The  chips  that  fascinate  him 
are  far  from  the  cutting  edge  and  ac- 
count for  just  0.1%  of  all  chip  sales. 
Their  name— monster  power  ICS— is 
catchy  but  misleading.  They  aren't 
superstar  number-crunchers  but  inte- 
grated circuits  designed  to  modify, 
switch,  and  otherwise  handle  heavy-duty 
electrical  currents— up  to  1,200  volts— 
that  would  fry  ordinary  chips. 

Finally,  diligence  is  paying  off  for 
Temple,  who  heads  Harris  Corp.'s  Pow- 
er Research  &  Development  operation  in 
Latham,  N.Y.  The  radically  different 
power  chip  he  patented  last  year  has 
been  cited  by  R&u  Magazine's  panel  of 
experts  as  one  of  1993's  100  most  signif- 
icant new  products.  And  a  financial  div- 
idend seems  guaranteed,  too.  Market 
researcher  Dataquest  Inc.  is  predicting  a 
surge  in  demand  for  monster  chips,  from 
sales  of  roughly  $70  million  worldwide  in 
1992  to  $335  million  by  1997. 

That  increase  will  be  sparked  partly 
by  recent  energy-saving  rules  and  in- 
centives from  government  agencies.  By 
incorporating  power  chips  that  use  less 
electricity,  appliance  makers  are  already 
developing  more  efficient  air  condition- 
ers, refrigerators,  and  washers.  Factory 
equipment,  aircraft,  ships,  and  subma- 


rines may  benefit  next.  Electric  utilities 
count  on  power  chips  to  make  existing 
facilities  more  efficient  and  thus  help 
meet  growing  demand.  And  sales  of  the 
chips  could  soar  in  1998,  when  California 
will  require  that  2%  of  the  cars  sold 
there  be  pollution-free.  They'll  probably 
have  electric  motors,  and  Harris  thinks 
its  chips  will  help  produce  snappier  ac- 
celeration, longer  range,  and  faster  bat- 
tery recharges. 
SAVING  GRACE.  What 
these  uses  have  in 
common  are  electric 
motors.  The  Edison 
Electric  Institute  says 
the  U.  S.  has  1  billion 
motors,  which  gulp 
half  of  America's 
electricity.  Much  of 
that  is  wasted,  because 
most  motors  now  run 
at  one  speed.  The  solu- 
tion is  to  vary  the  mo- 
tor speeds  with  power 
chips.  Motors  that  run 
only  as  fast  as  they 
need  to  "can  reduce 
the  electric  bill  by  up 
to  40%,"  says  Daniel 
Artusi,  director  of 
power  products  at 
Motorola  Inc.'s  Semi- 
conductor Products 
Sector  in  Phoenix.  If 
all  single-speed  motors 
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THE  BROAD  APPEAL 
OF  Mas 

A  new  breed  of  chip  shows 
promise  in  the  transportation 
and  utility  industries: 


PLANES 


May  make  it  possible  to  re- 
place bulky  hydraulic  systems 
on  landing  gears  with  more 
compact  electronic  systems 


ELECTRIC  CARS 


May  boost  mileage 
Could  speed  up  and  pro 
long  battery  charges 


ELECTRIC  UTILITIES 


Could  instantly  reroute  pow 
er  to  avert  blackouts 

Double  the  capacity  of 
high-voltage  distribution  lines 

DATA:  HARRIS  CORP.,  U.S.  AIR  FORCE,  ELECTRIC  POWER 
RESEARCH  INSTITUTE 


were  variable-speed  mod 
he  adds,  "the  savings  wM 
be  equal  to  nearly  1°/J 
gross  domestic  product."  1 
The  design  that  accoiB 
for  most  current  monster  I 
sales  is  igbt  (insulated -J 
bipolar  transistor).  Althcfl 
the  chip  was  developed  infl 
U.  S.  in  the  1980s,  the  tl 
ket  has  been  dominatecB 
Toshiba  and  Hitachi  in  J;« 
and  Thomson  and  SiemerB 
Europe,    countries  wrB 
electricity  costs  are  so 
that  demand  for  energy-| 
cient  products  is  brisk. 
U.  S.  chipmakers  focused 
big-ticket  industrial  motl 
says  Harris'  Temple,  "the  I 
anese  used  IGBTs  to  go 
mass-market  things,  like- 
conditioners."  Their  pro| 
*'     tion  volumes  took  off, 

<  heir  power-chip  prices 

Then  late  last  year,  E.A 
introduced  a  new  power 
called  the  MOS-controlled 
ristor,  or  MCT.  It  will  put) 
U.  S.  back  on  top,  Templd 
serts,  because  of  its  his 
current-handling  capacity— more 
double  that  of  the  same  size  IGBT- 
half  the  electrical  loss.  A  different! 
proach  to  the  internal  structure  of] 
chip  accounts  for  these  gains.  The 
MCTs  don't  switch  on  and  off  as  fad 
IGBTs,  but  a  new  model  will,  Teil 
claims,  perhaps  by  yearend.  Switc| 
speed  is  crucial  for  precisely  regula 
variable-speed  motors. 

Motorola's  All 
retorts  that  the 
advantages  arenl 
big  as  Temple 
tains.  "We've  lo<| 
carefully  at  mct 
nology,"  he  says,  | 
decided  to  stick 
IGBT.  Still,  Harris! 
powerful  allies.  Oj 
the  Electric  Power 
search  Institute  in 
Alto,  Calif.,  which  [ 
research  for  the  u| 
industry.  EPKl  fig 
that  MCT  chips 
replace  practicallj 
ery  type  of  sv 
used  by  its  mer 
companies.  "All  oil 
power-saving  R&Dg 
grams  for  the 
five  years  are  bj 
on  these  devices," 
Harshad  Mehta, 
manager  of  power 
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Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 


YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY. 
BUCKLE  YOUR  SAFETY  BELT. 

For  more  information,  call  the  Airbag  &  Child  Satety  Hotline  800-424-9393 


A  Brilliant  Deduction 

Searching  for  a  way  to  round  out  a  flat  corporate  giving 
strategy?  Gifts  In  Kind  America  works  with  major 
companies  across  the  country  to  turn  inventory  — 
everything  from  clothing  to  office  supplies, 
computer  equipment  and  furniture  — into  certi- 
fied tax  deductions  of  up  to  twice  cost.  We  arrange 
distribution  to  millions  of  people  through 
thousands  of  worthy  non-profit  groups  nation- 
wide. We'll  help  you  discover  a  giving  strategy 
that  makes  you  feel  good  and  look  good  on 
ithe  bottom  line. 

In-kind  giving.  It's  the  perfect  solution. 

For  more  information, 
contact  Gifts  In  Kind  America  at 
W/  ^  703-836-2121. 

* 

GIFTS  IN  KM) 

AMERICA 

700  North  Fairfax  Street 

Suite  300 
Alexandria,  Virginia  22314 

©  Gifts  In  Kind  America,  Inc.  1992 


"America's  Fastest-Growing  and  Most  Cost'Effkient  Charity"  ...NonProfit  Times 


terns  technology.  Moreover,  he  saysl 
ultrahigh-power  MCTs— now  in  thi 
search  stage  at  Harris,  with  fu 
from  epri— will  simplify  the  convel 
of  high-tension  lines  from  a.c.  to 
which  lets  the  same  lines  carry 
as  much  power.  These  chips  could  I 
help  avert  blackouts  by  shifting  elel 
ity  from  one  regional  grid  to  anotll 

Even  the  U.S.  Air  Force  likes  1 
chips.  Jet  fighters  are  stuffed  wi  j 
much  electronics  that  heat  buildutl 
big  problem.  The  heat  can't  be  v<  I 
without  affecting  performance  an  I 
creasing  the  plane's  signature  on  I 
my  radar,  "so  it  is  dumped  into  the  1 
says  William  U.  Borger,  chief  of  I 
space  power  research  at  Wright  Pa 
son  Air  Force  Base  in  Dayton.  | 
drawback  is  that  "if  you  want  to 
the  electronics  cool  enough  to  lan 
plane,  you  often  come  in  with  hun 
of  pounds  of  fuel"  that  otherwise 
have  been  used  for  a  longer  flight, 
their  lower  heat  loss,  mct  chips  m£ 
leviate  that  problem. 
TOTAL  CONVERSION.  The  Air  Force 
another  advantage.  Using  small 
equipped  electric  motors  instead  c 
draulic  systems  to  power  such  t] 
as  landing  gears  and  wing  flaps 
help  trim  a  plane's  weight  by  up  to 
That  could  boost  the  speed  and  m 
verability  of  both  fighters  and  ci 
aircraft— which  explains  why  AlliedS 
Inc.'s  aerospace  division  has  "conv 
completely  to  MCT"  for  airplane  p 
systems,  says  chief  scientist  Robe 
Eckenfelder.  And  he  expects  the  < 
aerospace  market  to  follow  suit. 

What  the  chips  do  for  planes, 
may  also  do  for  electric  cars.  Vari 
speed  motors  under  the  hood  migh 
viate  the  need  for  heavy  transmiss 
mct  chips  could  also  replace  the  old 
id-state  controller  on  electric  motoi 
theory,  that  could  extend  the  car's  i 
by  saving  up  to  half  the  15%  of  an 
trie  car's  battery  power  that  is  lo 
heat  because  of  resistance  from  the 
troller.  John  R.  Wallace,  director  of 
trie  vehicle  development  at  Ford  IV 
Co.,  is  skeptical  about  how  big  the 
age  increase  might  be.  But  his  g 
recently  got  its  first  mct  chips.  Ai 
lab  tests,  he  says,  "they  appear  t 
what  they're  supposed  to  do."  If 
holds  up  in  vehicle  tests,  he  : 
"they'll  become  our  devices  of  choi 

Temple  isn't  resting  on  his  laun 
the  meantime.  He  notes  that  cui 
MCT  chips  are  suitable  for  only 
20%  of  the  markets  Harris  is  ey 
He  has  plenty  of  new  ideas  for  imj 
ing  his  baby's  power-handling  cat 
ities.  So  even  after  20  years,  Ten 
work  may  be  just  beginning. 

By  Otis  Port  in  New 
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"If  you  fly,  read  this  book . . . 


Truth  About 
"afety 


$0  We  Helped  Them  Open 
Some  New  Routes. 


/;/  today's  competitive  air  wars,  a  more  productive  around  force  can  help  an  airline  stay 

airborne.  So,  when  one  of  our  clients,  a  major  airline,  wanted  to  increase  the  productivity  of  their 

sales  reps  across  the  country,  cellular  service  was  a  natural. 

The  challenge  was  how  to  coordinate  the  service  for  their  reps  in  110  different  offices 

nationwide  without  giving  our  client  a  major  administrative 

headache.  We  worked  out  a  way  to  provide  them  the  cellular 

service  they  need — with  just  one  hill  and  one  point  of 

contact.  Plus  a  convenient  mon  thly  management  report. 

The  airline  selected  HellSi>uth  hecause  were  a  lot 

more  than  one  company.  Were  a  family  of  communications  companies.  Trom  paging,  cellular  and 

information  services  to  sophisticated  telecommunications  networks,  we  have  the  depth  of  resources 

required  to  meet  your  communications  challenges  today.  And  tomorrow. 

Thats  why  there's  one  airline  that  no  longer  thinks 

runways  are  the  only  place  for  its  business  to  take  off.  . 

I  1  r1      •    f  •  11  Telecommunications 

lnterstates  can  be  pretty  good,  too.  ror  information,  call  . 

r>  lie       1  •  ->s^n  ~ia  nn  r  Information  Services 

your  biellc<outn  representative  or  1-bUU-/ ZO-HELL.  .  , 

Mobile  C  ommunications 

Advertising  Services 
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velopments  to  Watc 


BY  PETER  COY 


•  OZONE  LAYER  WILL  LOVE 
SE  REFRIGERATORS 


A thermos  bottle  the 
size  of  a  refrigera- 
tor? That's  pretty  much 
what  Owens-Corning  Fi- 
berglas  Corp.  has  devel- 
oped to  help  makers  of 
refrigerators  and  freez- 
ers comply  with  federal 
requirements  to  trim  en- 
ergy consumption  and 
eliminate  chlorofluorocar- 
bons  by  1995.  CFCs  are 
used  to  blow  bubbles  in 
the  plastic  foam  that  in- 
sulates most  fridges. 
/ens-Corning's  new  insulation,  Aura,  consists  of  fiber- 
mats  sealed  in  steel  vacuum  panels.  The  Toledo  compa- 
ys  Aura  can  already  meet  the  toughest  targets  being  con- 
ed by  the  Energy  Dept.— a  50%  cut  in  energy  con- 
tion  by  1998  on  top  of  a  required  25%  reduction  this  year, 
allows  a  refrigerator's  walls  to  be  slimmed  down,  ex- 
ng  capacity  by  about  20%  and  leaving  more  room  for 
favorite  foot-long  sandwiches.  The  first  refrigerator  using 
hie  out  next  year.  And  since  insulation  can  also  keep  hot 
hot,  Aura  may  show  up  in  more  efficient  ovens  and 
•  heaters. 


ED  OF  SCRAPING  PAINT? 
TTLE  CRUSHED  ICE  MIGHT  HELP 


ow  an  ice  cube  against  a  wall  and  it  will  shatter,  perhaps 
;nting  the  wall.  But  hurl  a  tiny  shard  of  ice  against  a 
and  something  different  and  unexpected  happens:  It 
is  a  coating  remover.  That  odd  behavior  of  ice  shards 
make  them  an  excellent  replacement  for  sandblasting 
ther  abrasive  methods  in  cleaning  surfaces, 
cording  to  research  commissioned  by  the  Canadian  De- 
Research  Establishment  Pacific  in  the  1980s,  the  impact 
ice  shard  on  a  coated  surface  compresses  the  coating  and 
the  ice.  The  coating  can  then  rebound  so  rapidly  that  it 
itself  off  from  the  surface,  allowing  the  melted  ice  to 
it  away.  Ice  Blast  International  Corp.  in  Victoria,  B.  C, 
ommercialized  the  technology  in  a  low-pressure  system 
:an  use  as  little  as  20  gallons  of  water  an  hour,  compared 
up  to  60  gallons  a  minute  for  a  high-pressure  water 
to  cover  the  same  area.  The  shards,  about  Vs-mch  across, 
can  remove  burrs  from  metal  surfaces.  Ice  Blast  has 
1  up  with  machine-tool  builder  Utica  Enterprises  Inc. 
elby  Township,  Mich.,  to  use  the  process  in  deburring. 


KING  TOP-FLIGHT  PIASTBCS 
THE  CHEAP 


nmodity  plastics  are  going  upscale,  thanks  to  new  cata- 
•sts  that  make  high-quality  polymers  from  cheap  raw 
rials.  Grain-size  catalysts  made  from  metals  such  as  tita- 
cause  molecules  such  as  ethylene  and  octene  to  link  up 
ig  chains.  Ordinary  catalysts,  because  they're  haphazard- 
aped,  produce  chains  of  varying  lengths  and  composi- 
-lower-grade  plastics.  The  new  catalyst,  with  a  "sweet 


spot"  of  precise  dimensions,  produces  highly  regular  poly- 
mers. Leaders  in  these  so-called  single-site  catalysts  include 
Dow  Chemical,  Exxon,  Petrofina,  and  Mitsui  Toatsu  Chemicals. 

New  catalysts  mean  new  market  battles.  On  Sept.  8,  Dow 
Chemical  Co.  announced  Affinity,  the  first  branded  product 
made  by  its  new  process.  Affinity  is  suited  for  sealants  in  flex- 
ible packaging  and  molded  goods.  Dow  says  it  doesn't  strain 
machinery,  a  traditional  problem  with  highly  regular  poly- 
mers because  they  lack  the  "lubrication"  supplied  by  short 
chains.  With  some  tweaking,  Dow  says,  its  new  catalyst 
should  be  able  to  form  polymers  made  with  such  inexpensive 
ingredients  as  butene,  hexene,  and  octene  that  will  vie  with 
expensive  engineered  polymers  such  as  nylon  and  polyester. 


CABINET-LEVEL  CLOUT 
FOR  TECHNOLOGY  POLICY? 


In  his  campaign,  Bill  Clinton  promised  to  funnel  hundreds  of 
millions  of  federal  dollars  into  technologies  to  help  U.  S. 
industry  become  more  competitive.  But  so  far,  few  policy  in- 
itiatives have  come  out.  Part  of  the  problem,  White  House 
sources  say,  is  the  difficulty  of  coordinating  policy  between 
agencies,  from  the  departments  of  Energy  and  Commerce  to 
Defense  and  the  National  Science  Foundation. 

White  House  science  adviser  John  H.  Gibbons  has  a  plan  to 
tackle  the  problem.  Under  President  Bush,  a  few  initiatives- 
such  as  high-performance  computing  and  advanced  materi- 
als—were started  by  an  interagency  committee  known  as  the 
Federal  Coordinating  Council  for  Science,  Engineering,  & 
Technology  (FCCSET).  But  fccset  usually  couldn't  affect  individ- 
ual agencies'  programs.  So  Gibbons  is  proposing  a  more  pow- 
erful, Cabinet-level  National  Science  &  Technology  Council.  It 
would  replace  FCCSET  as  well  as  the  National  Space  Council 
and  the  National  Critical  Materials  Council.  Gibbons  hopes 
that  this  new  group,  if  approved  by  Clinton,  will  help  get  the 
Administration's  technology  policy  on  track. 


RADAR  THAT  GATHERS 
NOTES  FROM  UNDERGROUND 


There  are  several 
ways  to  find  out 
what's  underground.  You 
can  dig  holes,  but  that's 
a  lot  of  work.  You  can 
set  off  an  explosion  and 
study  the  seismic  waves 
that  reflect  back  up,  but 
that's  imprecise— best  for 
very  deep  jobs  such  as 
finding  oil.  For  many 
purposes,  the  preferred 
method  for  studying  the 
shallow  underground  is 
radar.  Systems  made  by 
Geophysical  Survey  Systems  Inc.  in  North  Salem,  N.  H.,  have 
been  used  to  find  storage  tanks,  to  look  for  dangerous  pockets 
of  water  or  methane  near  mine  shafts,  to  comb  archeological 
sites,  and  to  search  for  bodies. 

Customers  complained  that  the  systems  were  complex  to  op- 
erate and  heavy.  So  the  company  is  making  a  semiautomatic 
version  with  a  control  unit  weighing  under  15  pounds,  a  third 
the  weight  of  its  predecessor.  It's  also  one-third  cheaper,  at  un- 
der $20,000.  One  drawback:  Pulling  the  antenna  along  the 
ground  produces  only  narrow  slices  of  what  lies  below.  There's 
still  no  software  to  combine  the  slices  into  3-D  images. 
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MARKETS  I 


ALL  LIVELY 

ON  THE  MIDDLE  EASTERN  FRONT 


Peace  prospects  are  drawing  dollars  to  Tel  Aviv  that  could  reach  nearby  markets 


When  the  Berlin  Wall  came 
tumbling  down  in  1989,  it 
touched  off  a  sustained  rally 
in  European  stocks.  Well,  the  Israeli- 
Palestinian  peace  accord  is  shaping  up  to 
be  just  as  consequential  an  event  for 
the  bourses  of  the  Middle  East,  particu- 
larly in  Israel. 

Israeli  stocks  have  climbed  a  dazzling 
14%  in  the  two  weeks  since  word  of  the 
pact  was  announced  (chart)— a  stunning 
upturn  for  an  equities  market  that  siz- 
zled for  nearly  three  years  but  cooled 
this  summer  (BW— Aug.  9).  True,  trad- 
ing volume  remains  small— a  mere  $150 
million  in  shares  changed  hands  on  Sept. 
5,  and  that  was  a  record.  But  with  peace 
prospects  looking  better  than  ever,  an 
influx  of  overseas  dollars  should  contin- 
ue to  propel  Israeli  stocks  and  may  even 
spill  over  to  other  markets  in  the  area— 
from  the  lively  exchange  in  Istanbul  to 
the  sleepy  bourse  in  Cairo,  which  has 
yet  to  benefit  from  peace  euphoria. 
"With  the  agreement,  it's  possible  Is- 
rael will  finally  make  it  as  an  emerging 
market  and  attract  institutional  inves- 
tors, investment  firms,  and  individual 
investors,"  says  Dan  Galai,  managing  di- 
rector of  Sigma  PCM,  a  money  manage- 
ment firm  based  in  Tel  Aviv. 

There's  good  reason  for  such  opti- 
mism. Because  of  worry  over  political 
instability,  even  the  huge  gains  in  1991 
and  1992  didn't  bring  foreign  investors 
into  the  market.  But  that  is  changing 


ISRAELI  STOCKS 
ARE  BOUNCING  BACK 


fast.  Israeli  bankers  say  that  within  the 
past  month,  several  leading  Wall  Street 
brokerages  have  opened  trading  ac- 
counts at  Israeli  firms.  However,  the  re- 
cent rally  took  place  without  their  help. 
Investors  poured  nearly  $1  billion  into 
the  market  during  the  week  following 
the  announcement— and  little  of  that  was 
foreign  capital. 

REGIONAL  FUND?  Up  to  now,  foreign  in- 
vestment in  Israeli  companies  has  been 
accomplished  almost  exclusively  through 
the  nearly  60  issues  of  Israeli  compa- 
nies traded  in  the  U.  S.  They  include  a 
number  of  widely  followed  high-tech 
companies  such  as  Scitex  Corp.,  ECI  Tele- 
com, and  Lannett.  But  with  a  market 
capitalization  of  $40  billion— which  is 
larger  than  the  markets  in  Austria,  Bel- 
gium, and  even  Spain— there  is  grow- 
ing interest  in  investing  directly  in  the 
Tel  Aviv  market.  "We're  planning  to  in- 
troduce a  number  of  Israeli  companies 
which  trade  exclusively  in  Tel  Aviv  to 
American  investors  later  this  year,"  says 
Howard  Sterling,  managing  director  of 
corporate  finance  at  Oscar  Gruss  &  Son 
Inc.,  a  market  maker  in  many  Israeli 
shares.  Last  month,  Lehman  Brothers 
purchased  $1.5  million  worth  of  shares  of 
Bank  Leumi,  in  an  indication  of  the 
growing  foreign  interest. 

True,  the  market  rally  could  evapo- 
rate if  the  talks  collapse.  But  most  ex- 
perts are  predicting  that  the  conditions 
are  favorable  for  a  continued  rally  even 
if  there  are  temporary  setbacks  in  the 
peace  process.  "Unlike  1979,  when  Is- 
rael and  Egypt  signed  a  peace  treaty," 
says  Zeev  Holtzman  of  Giza  Ltd.,  a  Tel 
Aviv  investment  bank,  "the  latest  agree- 
ment finds  the  Israeli  economy  in  the 
midst  of  a  boom."  And  the  accord  would 
enhance  the  Israeli  economy  still  fur- 
ther by  trimming  Israel's  huge  defense 
budget  and  reducing  other  war-imposed 
burdens.  Even  before  the  accord,  econo- 
mists were  forecasting  a  return  to  rapid 
growth  in  1994. 

In  the  past  week,  just  about  every 
stock  in  the  market  has  benefited  from 
the  rally.  But  Dov  Gilboa,  director  of 
Bank  Leumi's  investment  department, 
believes  certain  sectors— such  as  tour- 


ism, infrastructure,  real  estate,  and 
tech— are  likely  to  reap  the  quickest 
efits  from  peace.  Holtzman  foresee; 
establishment  of  a  regional  fund 
stocks  from  Middle  Eastern  marke 
The  Palestinians,  meanwhile,  ha\ 
stock  market  to  raise  capital  for 
private  sector,  which  can  be  exp<tt 
to  boom.  A  World  Bank  report  oif 
West  Bank  and  Gaza  Strip,  duebt 
soon,  is  expected  to  recommend,  am 
other  things,  the  establishment  t 
stock  market  in  the  areas  to  be  p 
erned  by  the  Palestinians.  Now  iSi 
are  only  about  30  to  35  publicly  el 
companies  in  the  West  Bank  and  W 
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,  and  there  is  no  market  for  their 
;s.  Instead,  they  depend  on  bank 
and  direct  investments  from  pri- 
investors  as  the  major  sources  of 
tment  capital. 

Ae  nascent  Palestinian  stock  mar- 
vere  to  look  to  a  role  model,  it 
t  well  turn  to  the  Tel  Aviv  ex- 
je  and  not  to  the  Arab  bourses  in 

and  Amman.  In  contrast  to  the 
;ech  Tel  Aviv  exchange,  the  Cairo 
■t  is  more  akin  to  a  Middle  Eastern 

The  exchange  operates  in  slow 
n.  When  a  broker  makes  a  trade, 
•ites  the  details  on  a  piece  of  paper, 


Co.  of  23  actively  traded  stocks  is  up 
39%  in  1993— a  remarkable  performance, 
considering  the  government  is  locked  in 
a  struggle  with  Islamic  militants  that 
has  left  about  130  people  dead.  "We  feel 
that  a  new  character  has  been  pumped 
into  the  market,"  says  Nassef  Nazmy, 
one  of  the  exchange's  leading  brokers. 

Some  600  companies  are  listed  on  the 
Cairo  exchange,  but  only  about  three 
dozen  are  actively  traded.  Many  of  these 
are  state  companies  slated  for  privat- 
ization. The  hottest  stock  is  Suez  Ce- 
ment Co.,  whose  price  has  doubled  in 
the  past  year,  to  about  $6.  The  Israeli- 


t  into  a  basket,  and  rings  a  bell.  A 
m  a  narrow  catwalk  pulls  up  the 
t  and  chalks  the  new  price  onto  a 
>oard  next  to  the  company's  name. 
.  the  exchange  is  stirring.  Attract- 
President  Hosni  Mubarak's  shift 
d  a  market-oriented  economy,  rich 
tian  expatriates  and  Gulf  Arabs 
placed  billions  of  dollars  in  Egypt 
■  past  year.  Adventurous  Western 
.ors  are  also  giving  the  country  a 
is  look.  While  most  of  the  money 
one  into  short-term  government 
ties,  some  of  it  is  finding  its  way 
ihe  stock  exchange.  An  index  com- 
i  in  Cairo  by  Kidder,  Peabody  & 


Palestinian  peace  talks  have  failed  to 
have  much  impact  on  share  prices  in 
Egypt.  The  Kidder  Peabody  index  has 
crept  up  only  2%  since  Aug.  17,  accord- 
ing to  Aladdin  Saba,  vice-president  of 
the  firm  in  Cairo.  But  Saba  thinks  that 
traders  are  being  shortsighted  and  that 
the  prospects  for  peace  will  eventually 
make  the  Egyptian  market  much  more 
attractive. 

Saba  notes  that  Arab-Israeli  peace 
"will  defuse  a  lot  of  political  uncertainties 
that  people  had  about  the  area."  Already 
shares  of  Misr  Hotel  Co.— which  owns 
the  Nile  Hilton— have  climbed  some  10% 
in  recent  weeks,  after  falling  sharply 


earlier  in  the  year  when  militants  began 
targeting  tourists.  Peace  will  also  make 
it  easier  for  the  Egyptian  government  to 
move  ahead  with  its  privatization  pro- 
gram—something that  should  further 
breathe  life  into  the  Egyptian  market. 

Portfolio  managers  may  begin  to  hone 
in  on  Cairo  as  well  as  Tel  Aviv.  One  of 
the  boldest,  J.  Mark  Mobius,  president 
of  Templeton  Emerging  Markets  Fund 
Inc.,  has  visited  Cairo  already.  He  says 
he  is  attracted  to  the  Islamic  world's 
preference  for  equities  over  debt,  but 
he  is  holding  off  because  of  problems 
finding  an  Egyptian  stock  custodian. 

With  the  exception  of  Istanbul's  boom- 
ing stock  market,  other  Middle  Eastern 
bourses  have  yet  to  match  Israel's  as  a 
source  of  capital-raising.  Amman  has  a 
small  but  active  exchange,  but  the  mar- 
ket participants  are  mainly  Jordanians. 
Saudi  Arabia  has  an  active  stock  market 
with  some  62  issues,  but  only  Saudis 
and  nationals  of  the  Gulf  Cooperation 
Council  can  trade  there.  One  Riyadh- 
based  banker  says  that  a  number  of 
British  and  American  investors  have 
journeyed  to  Riyadh  and  Jeddah  lately 
to  explore  the  purchase  of  Saudi  stocks 
as  part  of  their  Middle  East  portfolios. 
That  can  be  done  legally  through  Saudi 
nominees  or  trustees.  Apparently,  how- 
ever, no  one  has  yet  taken  the  plunge. 
PEACE  PIPE.  One  other  Mediterranean 
market  likely  to  benefit  from  peace  is 
the  Istanbul  Stock  Exchange.  "We're  not 
exactly  perched  on  the  West  Bank,  but 
peace  is  going  to  have  a  general  benefi- 
cial macroeconomie  effect  here,"  says 
Emre  Yigit,  head  of  research  at  Global 
Securities,  Istanbul's  largest  brokerage. 
At  $25  billion,  Istanbul  has  the  second- 
largest  market  cap  in  the  region,  and 
it  is  also  one  of  the  best-performing  eq- 
uity markets  in  the  world  this  year:  Its 
rise,  adjusted  for  currency  swings,  has 
been  about  125%. 

Many  of  the  160  companies  listed  on 
the  exchange  do  regional  Mideast  busi- 
ness, particularly  large  contractors  such 
as  Alarko  and  Enka.  Such  companies 
could  reap  huge  dividends  from  the 
peace.  Ankara  may  reactivate  its  mori- 
bund multibillion-dollar  Peace  Pipeline 
Project,  designed  to  pipe  enormous 
quantities  of  Turkish  water  to  the 
parched  Israeli,  Syrian,  Palestinian,  and 
Jordanian  farmlands.  In  the  past,  the 
lack  of  an  Israel-Arab  peace  agreement 
made  the  project  unrealizable. 

Such  once  unimaginable  economic  de- 
velopments are  likely  to  proliferate  once 
peace  is  achieved.  And  as  peace  euphor- 
ia spreads  throughout  the  Middle  East, 
this  backwater  of  the  investment  world 
bids  fair  to  become  a  veritable  burning 
bush  of  opportunity. 

By  Neal  Sandler  in  Jerusalem,  Stanley 
Reed  and  Sarah  Gauch  in  Cairo,  and 
John  Rossant  in  Rome 
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DEFENSE  STOCKS  ARE 
GOING  GREAT  GUNS 


Military  cuts  have  forced  armsmakers  to  successfully  slim  down 


The  Great  Defense  Shakeout  has 
cost  hundreds  of  thousands  of 
workers  their  jobs  and  pushed  the 
states  of  California  and  Connecticut  into 
recession.  But  Wall  Street's  view  of 
what's  left  of  the  military-industrial  com- 
plex is  anything  but  gloomy.  Because  of 
consolidation  and  relentless  cost-cutting, 
a  more  efficient  military  sector  is  emerg- 
ing—and defense  stocks  have  become 
the  darling  of  investors,  even  as  weap- 
ons makers  idle  more  production  lines. 

Now,  the  Clinton  Administration  is 
giving  the  defense  stocks  even  more  fire- 
power. In  its  first  stem-to-stern  review  of 
U.  S.  military  forces,  the  Pentagon  has 
signaled  that  protecting  critical  defense 
technologies  and  easing  the  pain  of 
downsizing  for  workers  and  communities 
will  be  elements  of  its  industrial  policy. 
The  Clinton  defense  plan,  unveiled  on 
Sept.  1,  is  less  drastic  than  some  had 
feared.  It  amounts  to  "a  soft-landing  ap- 
proach for  defense,"  says  PaineWebber 
Inc.  analyst  Jack  Modzelewski. 

The  defense  stocks'  popularity  is  a 
dramatic  turnaround  from  the  late  1980s. 
Despite  the  Reagan-era  military  buildup, 
defense  contractors'  earnings  were  sav- 
aged by  losses  on  fixed-price  contracts. 
From  1985  to  1990,  an  index  of  defense 
stocks  created  by  Modzelewski  tumbled 
23%,  while  the  Standard  &  Poor's  500- 
stock  index  climbed  54%.  But  since  1991, 
Modzelewski's  index  has  been  an  eye- 
popper,  up  140%  vs.  38%  for  the  S&P 
500.  That's  because  profits  climbed  as 
managements  shed  their  traditional  ob- 
session with  amassing  ever-fatter  or- 
der books  and  focused  instead  on  the 
bottom  line.  Contractors  slashed  in- 
vestment and  payroll  and  poured  the 
money  instead  into  bigger  dividends, 
stock  repurchases,  paying  down  debt, 
and  modest  acquisitions. 

Even  Grumman  Corp.,  which  was 
reeling  a  few  years  ago,  is  looking 
smart.  Earlier  this  year,  it  raised  its 
dividend  20%— the  first  increase  since 
1985.  Phil  Friedman,  who  follows  de- 
fense for  Morgan  Stanley  &  Co., 
thinks  Grumman  will  increase  earn- 
ings by  14%  next  year,  and  17%  in 
1995.  On  Sept.  8,  when  the  overall 
market  fell,  Grumman  shot  up  nearly 
$2  a  share,  or  5.6%. 


Some  key  defense  contractors  will 
walk  off  with  real  plums  from  Washing- 
ton. The  Administration's  plan  gives  a 
green  light  for  construction  of  a  $1.8 
billion  Seawolf  attack  submarine  at  Gen- 
eral Dynamics  Corp.'s  Electric  Boat  Div. 
in  Groton,  Conn.  The  Navy  doesn't  need 
another  Seawolf,  but  it  will  order  one 
anyway  in  order  to  keep  the  yard  run- 
ning until  the  turn  of  the  century,  when 
work  can  start  on  a  more  advanced  sub. 
The  move  gave  an  added  fillip  to  GD's 
stock,  which  is  trading  at  close  to  its 


A  PaineWebber  index 
of  defense  stocks  is  up 
140%  since  1991  vs.  38% 
for  the  S&P  500 


52-week  high  of  98.  The  stock  has  rock- 
eted over  the  past  two  years  as  manage- 
ment has  sold  off  division  after  division 
and  showered  shareholders  with  the  pro- 
ceeds via  stock  repurchases  and  special 
dividends. 

The  other  clear  winner  is  McDonnell 
Douglas  Corp.  The  aerospace  giant  got  a 
firm  go-ahead  for  a  new  version  of  its 
F/A-18  Navy  fighter-attack  jet.  And  the 
Pentagon's  acknowledgment  of  the  need 
for  more  airlift  capacity  seemed  to  as- 
sure the  future  of  McDonnell's  C-17  Air 
Force  transport  jet,  which  has  been 


PROS'  PICKS  IN  DEFENSE 
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ratio 
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E-SYSTEMS 

4714 

13.8 

2.3% 

GENERAL  DYNAMICS 

9554 

10.0 

1.7 

GENERAL  MOTORS  CL.H 

33% 

16.5 

2.1 

GRUMMAN 

3514 

9.5 

3.4 

LORAL 

603/. 

13.0 

1.8 

MCDONNELL  DOUGLAS 

83% 

13.4 

1.7 

RAYTHEON 

62% 

12.8 

2.2 

ROCKWELL  INTL. 

35% 

14.4 

2.8 
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plagued  by  delays  and  cost  overH 
McDonnell's  stock  is  trading  in  theH 
80s,  up  from  34  a  year  ago.  Analysis 
von  Rumohr  of  Cowen  &  Co.  think;  m 
Donnell's  stock  price  could  reach  M 
over  the  next  year,  fueled  by  plei  I 
cash  flow,  growth  in  earnings,  and  n 
ahead  on  the  C-17. 

Although  the  Pentagon  is  paring  t) 
orders  for  new  ships,  planes,  and  t;L 
it  will  continue  to  extend  the  life  cl 
isting  weapons  by  adding  new  mis  B 
avionics,  and  radar.  That  brighten^ 
prospects  for  defense-electronics  col 
nies,  such  as  E-Systems,  Loral,  Ml 
Marietta,  and  the  Hughes  Electrj 
subsidiary  of  General  Motors, 
trades  as  GM  Class  H  stock. 

While  there  will  be  no  big  losers  I 
the  Administration's  new  defense  I 
some  companies— Lockheed  Corp.  ink 
ticular— came  up  a  little  bit  short.  ■ 
company  took  a  hit  from  the  PentaJ 
decision  to  stop  buying  its  F-16  fi£ 
next  year.  Speculation  that  the| 
Force  may  stretch  out  purchase 
Lockheed's  F-22  advanced  tactical 
er  didn't  help,  either.  Still,  the  sj 
at  62,  has  been  little  changed  in  rq 
weeks. 

bottoming  out.  But  how  long  carl 
defense  stock  rally  continue?  Manyj 
lysts  expect  robust  earnings  grov 
10%  or  more  for  a  couple  of  years 
while  revenue  growth  is  at  best  | 
And  some,  including  Wolfgang  Der 
of  Bankers  Trust  Co.,  think  that 
overall  defense  spending  will  contl 
to  shrink,  the  procurement  and  rese 
budgets  are  beginning  to  bottom  I 
Demisch  is  bullish  on  the  abilitl 
McDonnell  Douglas,  General  Dynar| 
Raytheon,  and  Lockheed  to  cont 
making  money  off  a  smaller  defense 
Rebounding  foreign  sales  and  a 
favorable  Pentagon  attitude  towar<j 
quisitions  should  help  keep  defense 
prices  moving  up. 

Some  players,  such  as  Raytheon 
and  Rockwell  International  Corp., 
already  diversified  into  comme|| 
markets  and  plan  further  foray  I 
keep  growing.  But  most  of  the  nj& 
contractors,  haunted  by  failed  mlw 
into  civilian  markets  when  defi* 
spending  tailed  off  in  the  1970s,  ■ 
shunning  diversification  and  sticB 
to  their  guns. 

In  the  near  term,  most  anatet 
expect  their  favorite  defense  stck 
(table)  to  shine  even  as  overall* 
fense  spending  falls.  But  cost-cut™ 
can  boost  profits  only  so  far.  To  >: 
tinue  to  reward  shareholders  »« 
the  longer  term,  these  defense  coibs 
nies  will  have  to  devise  new  waj|t< 
build  their  revenues. 

By  Amy  Borrus  in  WttshinW 
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BY  GENE  G.  MARCIAL 

THE  SWEET  MUSIC 
THAT'S  PLAYING 
AT  GAYLORD 


Country  music  has  boomed  to 
more  than  a  $3  billion  business, 
accounting  for  some  16%  of  all 
record  sales  worldwide  last  year.  Gay- 
lord  Entertainment,  owner  of  two 
country-music  television  networks,  as 
well  as  the  Opryland  Music  Group  and 
the  vast  Opryland  theme  parks  and 
hotel,  is  on  top  of  it  all.  Indeed,  this 
relatively  undiscovered  Tennessee  en- 
terprise is  developing  into  an  enter- 
tainment giant  a  la  Disney.  So  some  in- 
vestors have  been  buying  up  Gaylord, 
whose  shares  have  risen  to  48  from 
37  in  mid-April. 

The  company  is  trying  to  make 
shareholders  happy  in  other  ways,  too. 
Lisbeth  Barron,  entertainment  maven 
at  New  York  investment  firm  S.  G. 
Warburg,  notes  that  because  "Gaylord's 
top  management  has  now  come  to  rec- 
ognize that  it  has  to  attend  to  improv- 
ing shareholder  value,"  it  will  split  the 
stock  two-for-one  effective  Sept.  13. 
cable  catch.  One  move  Barron  sees 
on  the  agenda  is  the  sale  of  Gaylord's 
noncore  operations,  mainly  the  mon- 
ey-losing cable-TV  systems,  with 
166,800  subscribers,  and  a  profitable 
TV  station  in  Seattle.  She  estimates 
that  the  cable  systems,  based  primari- 
ly in  Los  Angeles  and  the  Carolinas, 
are  worth  $440  million,  or  about  $10.50 
a  share.  Adjusted  for  taxes  and  debt, 
the  sale  would  add  75<t  to  earnings, 
she  feels.  The  Seattle  TV  station  could 
be  sold  for  $90  million  and  could  add 
about  7<F  a  share  to  earnings,  Barron 
says.  She  adds  that  several  companies, 
including  Hallmark  Cards,  which  owns 
2.5%  of  the  cable  systems,  are  keen 
on  buying  it.  Another  company  said 
to  be  interested:  Tele-Communications. 

With  the  sale  of  such  assets,  Barron 
expects  the  stock  to  hit  the  mid-60s, 
(mid-30s  postsplit).  Considering  Gay- 
lord's estimated  30%  growth  rate  next 
year,  she  says  it's  cheap  compared 
with  other  entertainment  outfits. 

The  cable  systems  Gaylord  may  sell 
are  separate  from  the  company's  ca- 
ble-network business,  which  includes 
Country  Music  Television  (CMT),  a  24- 
hour  channel  airing  videos  that  is  dis- 
tributed free  to  20  million  subscribers, 
and  the  Nashville  Network  (TNN),  with 
57.1  million  subscribers. 

G;ylord  is  in  the  midst  of  expanding 
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these  networks  in  the  U.  S.,  Europe, 
and  Asia.  Barron  expects  CMT  and  tnn 
to  account  for  60%  of  1993  earnings, 
33%  of  cash  flow,  and  30%  of  revenues. 

"Country  music  is  starting  to  catch 
fire  in  Europe  and  in  Asia,"  says  Bar- 
ron, who  notes  that  CMT  Europe  is 
now  transmitted  via  IntelSat  to  320,000 
cable  homes  in  Britain— a  65%  pene- 
tration of  the  cable  households  in  that 
country.  She  expects  CMT  to  be  avail- 
able next  year  in  France,  Germany, 
Israel,  Italy,  Singapore,  and  Spain.  She 
sees  Gaylord  earning  (pre-split)  88Q  a 
share  this  year,  $1.25  in  1994,  and  $1.65 
in  1995. 


WHO  WILL  PICK  UP 
MEDI-MAIL? 


Medi-Mail  was  one  of  the  many 
drug-related  stocks  that  has 
been  under  severe  downside 
pressure  for  more  than  a  year.  It 
slumped  from  about  9  early  last  year 
to  2%  in  late  July.  But  then  the  stock 
went  pop— to  nearly  4— when  Merck 
announced  on  July  28  that  it  was  ac- 
quiring Medco  Containment  Services 
for  a  cool  $6  billion. 

What's  the  connection?  With  sales 
of  $2.2  billion,  Medco  is  a  leader  in 
mail-order  prescription  drugs.  Medi- 
Mail  is  "a  Medco-look-alike,"  argues  in- 
vestment adviser  John  Westergaard. 

He  suspects  that  Medi-Mail  will  "in- 
evitably be  bought  out,  too,"  by  a  large 
drug  company  "for  the  same  reasons 
that  Merck  acquired  Medco."  The  phar- 
maceutical giants  "will  pay  almost  any 
price  to  get  into  the  mail-order  medi- 
cine business,"  says  Westergaard,  since 
it's  the  best  way  to  gain  a  foothold  in 


the  low-cost,  mass  marketing  of  dip 
a  business  sure  to  get  a  boost  m 
the  kind  of  managed-care  system  « 
sioned  by  the  Clinton  Administratl 
Westergaard  expects  Medi-Ml 
revenues  to  jump  to  $25  million  I 
year  and  to  $70  million  in  1994  1 
$10.3  million  in  1992.  The  rise  tol 
million  will  come  mainly  from  a  I 
tract  that  Medi-Mail  obtained  rec< 
from  Illinois  to  supply  mail-order 
to  retired  state  employees.  "I 
the  stock  at  10  to  13  a  share  ovei 
next  18  months  on  a  buyout  deal, 
clares  Westergaard,  based  on  Mei 
paying  three  times  Medco's  sales. 


MAPPING  GENES, 
SAVING  LIVES 


For  a  tiny  biotech  that  has  mi 
cule  sales  of  $6.3  million  an 
still  very  much  in  the  red,  O 
has  quite  a  following:  J.  P.  Morgan 
accumulated  an  11%  stake  and  the 
consin  State  Investment  Board  h 
9%  holding.  One  reason  for  their  st 
interest  is  "gene-mapping,"  or  n 
specifically,  Oncor's  developmen 
dna  probe  systems  for  detecting 
cer  and  human  genetic  disorders 
that  justify  the  stock's  leap  to  nea: 
from  5%  in  mid-July? 

"Oncor  deserves  an  even  hi 
price,  about  double  its  current  pr] 
says  one  California  fund  manager, 
notes  that  Oncor  is  a  pioneer  in  u 
DNA-based  technology  for  the  early 
tection  and  management  of  cancer 
genetic  diseases,  with  help  from  1 
ing  human  genome  research  labs, 
eluding  the  Johns  Hopkins  Univer 
School  of  Medicine. 

Oncor,  which  supplies  diagnostic 
kits  mainly  to  clinical  researchers 
pathologists,  has  the  only  FDA-appn  "I 
test  for  leukemia  and  lymphoma, 
an  FDA  panel  has  recommended 
proval  of  its  test  for  hpv,  human  p. 
lomavirus,  a  precursor  to  cervical 
cer.  "DNA  probes  promise  to  be  fas 
simpler,  and  more  accurate  than  o' 
diagnostic  tests,"  says  Stephen  Han 
at  Smith  Barney  Harris  Upham. 

Adds  Peter  Drake,  an  analys 
Vector  Securities  International:  ' 
cor  is  well-positioned  to  be  one  of 
commercial  leaders  in  this  emerj 
field."  He  sees  Oncor's  revenues  < 
bling  to  $12  million  next  year,  jum] 
to  $25  million  in  1995,  and  then  zo 
ing  to  $60  million  in  1996.  He  j 
earnings  of  10C  a  share  next  year, 
in  1995,  and  $1.20  in  1996.  He  thi 
the  stock  will  hit  12  in  a  year. 
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lytheon  has  been  a  leader  in 
r  traffic  control  for  as  long  as 
ere's  been  air  traffic  to  control. 

ie  1950's  when  U.S.  commercial  aviation  called  for  more 
ctive  air  traffic  control,  Raytheon  supplied  the  radars 
I  the  displays. 

lay,  Raytheon  continues  to  meet  the  challenge  of  help- 
to  make  crowded  skies,  safer  skies  all  over  the  world, 
have  recently  modernized  the  air  traffic  control  systems 
Canada,  Germany  and  Trinidad/Tobago.  And  now 
re  providing  the  government  of  Norway  with  new  radars 
I  their  first  totally  integrated  radar  and  flight  data 
cessing  systems. 

ie  U.S.  we  are  a  key  contributor  to  the  Federal  Aviation 
ninistration's  new  Advanced  Automation  System,  de- 
eping and  producing  automated,  large-screen  consoles 


that  will  give  air  traffic  controllers  instant  access  to  a  broad 
range  of  critical  data. 

The  world's  skies  won't  get  any  emptier.  So  we're  constantly 
planning  ahead,  challenging  ourselves  to  create  new  systems 
advanced  enough  for  the  crowded  skies  of  tomorrow. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader 
in  air  traffic  control  is  also  the  driving  force  behind  our  proven 
performance  in  defense,  energy  and  environmental  services, 
electronics,  aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


When  the  best 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 


MoneyTalk 


Monday  -  Friday  7:30PM  (ET) 

€NBC 


All  Day.  Talk  All  Night. 


inessWeek 


Beyond  news.  Intelligence. 


For  cable  chalnel  call  1-800-SM ART-TV 
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ELLISON:  CREATING  THE  SOFTWARE  NEEDED  TO  MAKE  THE  "DATA  SUPERHIGHWAY 


A  REJrl 




ORACLE'S  PROGNOSTICATION: 
TOMORROW  LOOKS  TERRIFIC 


After  a  crisis,  its  profits  are  up — and  so  are  its  ambitions 


Larry  Ellison,  49,  is  famous  for  being 
a  daredevil.  On  Christmas  Day, 
1991,  trying  to  surf  some  enormous 
waves  in  Hawaii,  he  broke  his  shoulder, 
neck,  and  three  ribs,  and  punctured  a 
lung.  A  year  later,  bicycling  for  physical 
therapy,  he  collided  with  a  car  and  shat- 
tered an  elbow.  "I  think  I  like  living  too 
much  on  the  edge,"  he  admits. 

For  a  while,  it  also  seemed  as  though 
Ellison's  Oracle  Corp.,  the  leader  in  data- 
base software,  had  gone  right  over  the 
edge.  After  nearly  doubling  every  year 
until  reaching  $916  million  in  the  fiscal 
year  ended  May  31,  1990,  the  company 
was  suddenly  out  of  control.  Products 
were  late  and  bug-ridden.  Auditors 
found  questionable  practices  in  the  way 
Oracle  booked  revenue,  forcing  the  com- 
pany to  restate  its  1990  earnings.  Its 
reputation,  sales,  and  stock  collapsed 
(chart,  page  94).  Board  members  say 
Oracle  was  on  the  brink  of  bankruptcy- 
Today,  Lawrence  J.  Ellison  and  the 
company  he  founded  in  1977  appear  to 
be  not  only  mended  but  more  ambitious 
than  ever.  For  the  year  ended  May  31, 
Oracle  earnings  jumped  130%,  to  $142 
million,  on  revenues  of  $1.5  billion,  up 
28%.  Ellison's  ambition  now:  to  leapfrog 
$3.7  billion  Microsoft  Corp.  as  the 


world's  preeminent  software  com 
"People  keep  saying  IBM  is  the  pr 
and  Microsoft  is  the  future,"  says  El 
"That's  wrong.  IBM  is  the  past,  am 
crosoft  is  the  present." 
STARRING  ROLE?  The  future,  he 
belongs  to  Oracle.  Why?  Becau: 
years  of  selling  data-base  program 
minicomputers  and  workstations 
the  company  a  sizable  lead  in  the 
growing  world  of  client-server  cor 
ing— where  powerful  "server"  comp 
with  large  data  bases  dish  up  infc 
tion  and  programming  to  desktop 
cuts"  across  networks.  Microsoft,  ru 
desktop  software,  is  only  beginnh 
tackle  this  market.  Oracle  is  mc 
ahead  to  create  software  needed  to 
all  the  varieties  of  information— elec 
ic  mail,  financial  transactions,  maga 
even  video— that  will  flow  througj 
"information  superhighway." 

Can  the  executive  who  presided 
a  company's  near-demise  fulfill  sw 
ambitious  agenda?  Can  a  company  v 
products  have  mostly  been  used  to 
mundane  accounting  data  play  a 
ring  role  in  the  convergence  of  cor 
ing  and  mass  media? 

Ellison  is  no  stranger  to  contr 
tion.  He  can  spin  long-term  visior 
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topics  such  as  biotechnology  and  educa- 
tion, yet  he  admits  that  it  was  his  own 
shortsightedness  that  got  Oracle  into 
trouble.  "I'm  embarrassed  about  that 
and  responsible  for  it."  He  wears  trendy 
Canali  suits  and  jokes  about  wanting  to 
be  "the  best-looking  executive  in  Sili- 
con Valley."  Yet  he  sometimes  appears 
quite  shy  in  public.  He  admires  Japanese 
art  and  enjoys  the  tranquility  of  a  Japa- 
nese-style home  and  garden.  But  in  busi- 
ness. Ellison  is  a  samurai  warrior. 

To  get  ready  for  the  information  super- 
highway, Oracle  boosted  research  and 
development  spending  32%,  to  S146  mil- 
lion, last  year.  In  conjunction  with  super- 
computer maker  nCUBE  Corp.— in  which 
Ellison  is  a  major  financial  backer— Ora- 


core  business  in  minicomputers  and  onto 
PC  networks,  Ellison  has  linked  up  with 
Novell  Inc. 

Developing  the  future  while  managing 
current  challenges  could  again  test  Elli- 
son's mettle.  Like  Microsoft  Chairman 
William  H.  Gates  III,  he's  a  self-made, 
bachelor  billionaire  (although  Ellison  is 
twice-divorced  l.  After  studying  physics 
at  the  Universities  of  Illinois  and  Chica- 
go, he  dropped  out  and  moved  to  Silicon 
Valley  to  work  as  an  engineer  at  Ampex 
Inc.  and  then  Amdahl  Corp.  Eleven 
years  later,  he  co-founded  Oracle,  seeing 
a  huge  opportunity  to  commercialize 
new  IBM  research.  This  involved  arrang- 
ing data  in  "relational"  tables  that  were 
easv  to  store  and  search. 


THE  FALL  AND 
RISE  OF  ORACLE 


Sales  hit  $  1 .5  billion  for 
FY93;  record  earnings 


H  In  an  accounting 
debacle,  company  re- 
states 1 990  earnings 


cle  is  developing  software  for  massively 
parallel  computers  using  hundreds  of 
microprocessors.  Ellison  says  that  Ora- 
cle's software  can  now  manage  whole 
libraries  of  text  and  thousands  of  hours 
of  video  footage.  Oracle  is  working  with 
U  S  West  Inc.  on  a  system  that  will 
serve  up  movies  on  demand  to  many 
homes  at  a  time. 

SIMPLE  PLEASURES.  As  it   ii  I 

acle  faces  stiff  competition  in  its  tradi- 
tional market.  The  big  battle  between 
Oracle  and  rivals  such  as  Informix  Soft- 
ware Inc.  and  Sybase  Inc.  is  to  make 
data-base  programs  far  easier  to  use. 
On  another  front,  Oracle's  programming 
"tools"  to  help  programmers  work  faster 
are  being  challenged  by  offerings  from 
upstarts  such  as  Powersoft  Corp.  and 
Gupta  Corp.  To  move  faster  beyond  its 


While  on  a  visit  to  Japan  for  Am- 
dahl. Ellison  fell  for  that  nation's  cul- 
ture. He  identified  with  the  aggressive 
nature  of  Japanese  executives  and  their 
intense  corporate  loyalty.  He  also  ad- 
mired their  appreciation  of  simple  pleas- 
ures, such  as  cherry  blossoms.  "When  I 
got  to  Kyoto.  I  knew  where  God  got 
the  idea  for  heaven."  he  says.  Ellison's 
Silicon  Valley  home  reflects  this:  It's  an 
elegant  Japanese-style  mansion  with  an- 
cient Japanese  art  and  samurai  armor. 

It  was  Ellison's  own  samurai  tenden- 
cies, of  course,  that  got  Oracle  into  so 
much  trouble.  During  Oracle's  boom 
years,  its  U.  S.  sales  managers  fostered  a 
take-no-prisoners  culture  with  such  gim- 
micks as  pins  saying  "cut  off  the  oxygen" 
and  T-shirts  showing  an  octopus  stran- 
gling competitors.  As  long  as  the  sales- 


people met  their  quotas.  Ellison! 
he  didn't  pay  attention  to  their  me4 
Indeed,  former  employees  recaj 
aloofness  and  an  attitude  of  exeJ 
privilege,  typified  by  the  da] 
squealed  into  the  Oracle  parking  low 
a  police  car,  lights  flashing,  in  hoi 
suit.  Caught  speeding.  Eilison  r« 
even  to  open  his  window.  InsteE  * 
called  the  company  lawyer  on  h 
phone  to  come  help. 

Even  people  who  greatly  admir 
son.  though,  question  that  he  coulc 
been  totally  ignorant  of  the  sales  I 
missteps.  Kenneth  I.  Cohen,  a  f< 
Oracle  marketing  vice-president, 
Ellison  was  "obsessively"  hands-on, 
viewing  every  new  hire,  writing 
^^^^^^^^^  I  ad.  and  dema 
numerous  last-n 
changes  in  pro< 
"When  things 
out  of  control, 
was  in  it  up  t 
teeth."  says  Coh 

THE  CHASM.  Toe 

whole  new  cast 
ecutives— whom  - 
son  calls  the  "adi 
are  in  charge 
the  largest  shan 
er,  with  about  2f 
the  company's 
and  directs  long 
strategy,  but  tht 
pany  is  run  larg( 
Oracle  USA  Pre* 
Raymond  J.  La  - 
former  Booz  AT 
Hamilton  Inc 
tive,  and  Vice-( 
man  James  Abn  r  . 
son,  a  former 
executive  who  h 
the  Space  Shuttl 
Strategic  Defem  t 
itiative  pro 
They're  restrucl  I  •- 
the  Oracle  sales  force  and  comperx 
plans,  building  a  new  consulting-se  (2 
group,  and  improving  relations  wit 
jor  customers.  "It's  a  totally  difi :  - 
company  now,"  says  Anthony  Z« 
president  of  Adirondak  Informatio  (r- 
sources.  a  computer  consultancy  i 
state  New  York.  "Now.  they  ask  us  r- 
we  want  and  need." 

Ellison  says  he  has  also  change 
way  he  thinks  and  acts.  He  say 
near-death  experience  of  his  con  ( 
made  him  reflect.  "Sitting  there  lo 
into  the  chasm  is  wonderful  for 
clarity  of  thought,"  he  says.  "I  de 
either  I  should  get  out,  or  I  shou  j 
my  job."  For  Ellison,  it  was  his 
daredevil  stunt. 

By  Richard  Brandt  in  Redivood  S 
Calif. 


■:: 


94  BUSINESS  WEEK/SEPTEMBER  20,  1993 


INFORMATION  PRC 


V/ne  hundred  forty  airlines 
trust  Unisys  with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
s  fuel  the  airline  business.  So  it's 
surprising  that  fourteen  of  the 
Id's  twenty  leading  carriers  rely 
Unisys  reservations  solutions  to 
imize  revenue  for  every  flight. 
A  growing  fleet  of  Unisys  custom- 
-including  Northwest,  Air  France, 
Nippon  and  United-depends  on 
;ys  for  essential  work  such  as  book- 
departure  control,  operations 
iduling,  yield  management  and 
e.  Recent  arrivals,  too-such  as  Air 
ada,  Mexicana  Airlines  and  TAP- 
Portugal-know  us  as  a  leader  in 
sion-critical  solutions  for  heavy- 
me  computing  environments. 
Our  customers  know  that  the 
lity  of  our  solutions  reflects  not 
the  quality  of  our  technology,  our 
■ices  and  our  industry  experi- 
3-but  ultimately  the  quality  of  our 


commitment  to  the  customer.  A  com- 
mitment that  lifts  Unisys  to  the  top  of 
customer  satisfaction  surveys  in  mar- 

UNiSYS 

We  make  it  happen. 


kets  as  demanding  as  Japan. 

Whether  you're  in  airlines,  bank- 
ing, government  or  telecommunica- 
tions, call  us  at  1-800-874-8647,  ext.  167. 
Ask  how  Unisys  can  help  your  business 
gain  altitude  by  putting  your  systems 
on  solid  ground. 


Unisys  Corporation 
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TELECOMMUNICATIONS  I 


WHY  TELECOM'S  ODD  COUPLE 
IS  TRYING  SO  HARD 


BT  and  MCI  seek  compatibility  for  one  reason:  AT&T 


At  a  retreat  in  northern 
Virginia,  a  half-dozen  ex- 
ecutives from  British  Tele- 
communications PLC  and  MCI  Com- 
munications Corp.  huddled  in 
early  September.  Just  weeks  after 
the  two  phone  companies  formal- 
ized a  $5. 3  billion  alliance,  they 
were  thrashing  out  a  plan  for  a 
new  joint  venture.  As  they  got 
deeper  into  their  discussions,  they 
realized  just  how  difficult  their 
task  would  be.  Worldsource,  a 
competing  alliance  led  by  Ameri- 
can Telephone  &  Telegraph  Co.,  is 
also  aimed  at  offering  multina- 
tional corporations  global  voice, 
data,  and  video  networks.  AT&T's 
recent  deal  to  buy  McCaw  Cellu- 
lar Communications  Inc.  furthers 
the  giant's  reach.  While  the  MCI 
and  BT  execs  size  up  that  1,000- 
pound  gorilla,  "we  have  to  sit 
down  and  design  a  new  compa- 
ny," says  Chris  Earnshaw,  who 
was  named  head  of  the  BT-MCI 
venture  last  month. 

That's  a  tall  order.  Earnshaw,  a 
furrow-browed  39-year-old,  faces 
a  rival  with  more  than  twice  the 
combined  revenues  of  BT  and  MCI. 
An  engineer  who  joined  British 
Telecom  in  1972  when  the  com- 
pany was  part  of  the  postal  service, 
Earnshaw  has  to  meld  the  cultures  of 
two  vastly  different  companies.  The 
stakes  are  huge.  Not  only  did  British 
Telecom  agree  to  buy  20%  of  MCI  for 
$4.3  billion,  but  the  two  also  plan  to 
pour  some  $1  billion  into  the  joint  ven- 


EARNSHAW:  CAN  HE  HARMONIZE  THE  TWO  CULTURES? 


ture.  The  objective  is  to  make  the  new 
company  one  of  a  few  global  supercar- 
riers  in  the  fast-growing  market  for 
international  corporate  network  services. 

Earnshaw  may  not  seem  an  obvious 
choice  to  head  the  venture.  Although 
he  soared  through  the  ranks  before  man- 


aging BT's  global  networks,  he  "hacp 
er  been  involved  in  marketing  or  m 
has  never  lived  outside  Britain,  ana 
never  been  involved  in  a  joint  venll 
says  a  former  BT  exec  Michael  Lfi 
pher,  BT's  group  managing  director! 
cedes  that  Earnshaw  doesn't  havij 
perfect  resume  for  the  job  but  sa; 
nominated  him  for  his  "mental  ag 
and  accomplishments.  Indeed,  Earn 
is  credited  with  launching  the  co 
ny's  800-number  network  in  1985,  I 
ing  together  multidiscipl 
teams  to  help  digitalize  BT's 
distance  network,  and  cuttii 
worldwide  network  staff  by 
to  30,000,  in  a  year. 
SPRING  DEBUT.  As  CEO  of  the 
unnamed  BT-MCI  venture, 
shaw  will  oversee  1,000  em 
ees  drawn  from  BT  and  M 
well  as  hired  away  from  < 
(|9    telecom  players.  Based  in  n 
ern  Virginia,  the  company  si 
be  up  and  running  by  sprin, 
will  contribute  its  Atlanta-b 
Syncordia,  which  manages 
munications  networks  for  co 
nies,  and  its  Cyclone  Project, 
billion-plus  effort  to  create  a 
capacity    multimedia  neti 
(table).  MCl  will  offer  acce; 
its  world-class  "intelligent 
work,"  an  international  voice 
data  system.  The  new  com{ 
■I    which  will  sell  its  network 
vices  through  BT  and  MCI,  h 
to  turn  a  profit  in  three  yea 
Earnshaw's  biggest  chall 
may  be  cultural.  BT  emplo; 
Hepher  acknowledges,  remaii 
bureaucratic,  and  BT  prod 
continue  to  be  driven  by  wh 
engineers  dream  up  in  the 
rather  than  what  its  custoi 
want.  MCI,  on  the  other  hand 
tried  to  stay  entrepreneurial  and 
tomer-oriented.  Indeed,  it's  hard  to 
two  companies  with  such  different  I 
ries.  BT  was  separated  from  the  pi 
service  in  1981,  and  three  years  lat< 
was  privatized.  Yet  it  remained 
bornly  customer-unfriendly.  It  coi 


THE  MCI-BRITISH  TELECOM  ALLIANCE 


BT  BRINGS 


►  Experience  in  managing  international  voice  and  data  net- 
works for  multinationals  through  its  Atlanta-based  Syncordia. 

►  A  billion-dollar-plus  effort  to  create  a  high-capacity  multi- 
media network,  dubbed  the  Cyclone  Project. 

►  Control  of  90%  of  the  British  telephone  market,  where  1  3%  of 
the  world's  multinationals  are  based. 

►  Financial  muscle.  BT  in  1 992  had  free  cash  flow  of  $1 .9  bil- 
lion and  a  debt-to-equity  ratio  of  just  1  3%. 


MCI  BRINGS 


►  Innovative  marketing,  such  as  Friends  and  Family,  the 
discount  plan  that  helped  MCI  gain  7  million  customers. 

►  An  "intelligent  network"  that  routes  calls  and  makes  possib 
such  innovations  as  Friends  and  Family. 

►  The  No.  2  position  in  the  U.S.  long-distance  market,  where 
40%  of  the  world's  multinational  corporations  are  based. 

►  An  aggressive,  customer-oriented  culture  that  BT,  a  former 
state-owned  monopoly,  hopes  will  rub  off. 


DATA.  SOCIFTE  GENERAL!  IIIRNBIILL  SECURITIES  LTD ,  COMPANY  REPORTS 
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"The  NationsBank  team  listens  to  what  we  say,  stands  behind  its  syndications 
and  stays  in  the  trenches  with  us  during  the  process.  To  them  we  are  a 
relationship,  not  just  a  single  transaction  or  a  fee  source. " 

Robert  E.  Pickup,  Jr. 

SVP,  Chief  Financial  Officer 

Alamo  Rent  A  Car,  Inc. 

$1,900,000,000 

Agent/Revolving  Credit  Facilities 


Why  NationsBank  Is  One  Of 
Corporate  America's  Principal  Sources 
For  Loan  Syndications. 


"Natio7isBank  consistently  provides  creative  advice  and  timely 
solutions.  Their  proposals  are  always  well  thought  out  and  their 
execution  is  sound. " 

Edgar  O.  Schenk 
Treasurer 
Fisher-Price,  Inc. 

$175,000,000 

Agent/Revolving  Credit  Facility 

"The  people  at  NationsBank  know  our  company  and  our  industry.  Their 
responsiveness  to  our  specific  needs  and  ability  to  perform  make  them  the 
clear  choice." 

Charles  T.  Cannada 

Treasurer,  Chief  Financial  Officer 

LDDS  Communications,  Inc. 

$550,000,000 

Agent/Revolving  Credit  Facility 
Placement  Agent/Private  Placement 

"They  understand  our  operating  strategies,  and  developed  a 
unique  structure  to  meet  our  needs.  Their  attention  to  our 
organization  differentiates  NationsBank. " 

Neil  Austrian 

President 

The  National  Football  League 

$348,000,000 

Agent/Revolving  Credit  Facilities 

"Their  responsiveness  to  our  concerns  was  truly  superior.  They  addressed 
each  issue,  presenting  financing  alternatives  for  our  consideration. " 
J.  Alec  G.  Murray 

Vice  Chairman  &  Chief  Executive  Officer 
Standard  Commercial  Corporation 

$200,000,000 
Agent/Credit  Facility 

NationsBank  -  A  trusted  financial  advisor  to  successful  corporations.  Our  people  understand  the 
unique  financial  and  operating  strategies  of  our  clients  and  deliver  mm     *•  ■» 
value-added  solutii  ms  to  assist  them  in  meeting  their  objectives.  fvCIIiwl15DCll1K 


XANTA  BETHESDA  CHARLOTTE  CHICAGO  DALLAS  DENVER  FORT  WORTH  HOUSTON  LOS  ANGELES  MIAMI  MIDLAND  NASHVILLE  NEW  YORK  RICHMOND 
IN  ANTONIO    TAMPA    FRANKFURT  ©  1993  NationsBank  Corporation.  Member  FDIC  LONDON    MEXICO  CITY  SINGAPORE 
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But  the  best  line  comes  from  a 
Pilot  pen.  Because  Pilot's  patented 
liquid  ink  pens  always  deliver  a 

smooth  flowing  line. 
Look  for  Pilot's  Precise,  VBall, 
Spotliter  Supreme  or  Varsity. 


Pilot  Pen  delivers  a  great  line! 


AIDS  is  nothing  to  laugh  about. 
That's  why  Pilot  Pen  donates  a 
portion  of  each  sale  to  AmFAR. 


[pilot] 


c 


ued,  for  example,  to  send  out  b 
didn't  break  out  the  cost  of  m 
calls  through  much  of  the  19! 
though  competition  has  graduall 
introduced  in  Britain,  BT  retains 
the  phone  market. 

MARKETING  COUPS.  MCI,  on  th 
hand,  began  life  25  years  ago  as 
py  underdog.  It  took  on  AT&T, 
the  courts  and  then  in  the  marke 
tually  grabbing  an  18%  share  a: 
billion  in  annual  revenues.  Lately, 
been  known  for  marketing  coups 
Friends  and  Family,  which  offe 
counts  for  calls  to  a  group  of 
and  relatives.  Just  as  importa: 
has  successfully  fought  burea 
"There  are  only  two  levels  of 
ment  between  [MCI  Chairman] 
Roberts  Jr.  and  the  branches, 
Timothy  Price,  president  of  MCI' 
ness-services  division. 

But  as  BT  has  been  forced  tfl 
competition,  it  has  changed  its  wl 
has  shed  75,000  employees  since  1» 
eluding  many  old  postal-service  bl 
crats.  Vivienne  Peters,  CEO  of  Li 
based  Telecommunication  Users 
credits  that  move  for  "enormo 
provements  in  service  and  transi 
quality.  BT  has  also  halved  its  la; 
bureaucracy  and  hired  outside  ta 

Still,  the  bt-mci  venture  faces 
hurdles,  including  a  potential 
clash.  Earnshaw  says  he  hopes  to 
that  by  not  trying  "to  bolt  two  ci 
together,"  building  a  new  one  ir 
Another  hurdle:  BT  has  never  like 
alliances  in  the  first  place,  says 
Small  of  Arthur  D.  Little  Ltd.  ii 
don.  "And  when  it  has  formed  th 
wants  to  dominate." 

To  match  AT&T's  reach  in  As 
and  MCI  may  have  to  learn  to  get 
with  a  third  partner,  too.  World 
partners  include  Japan's  kdd,  Sinj 
Telecom,  and  Korea  Telecom 
been  courting  Nippon  Telegraph  & 
phone  Corp.,  but  an  ntt  spokesma 
the  company  "decided  to  shelve  th 
for  the  time  being"  because  of 
ing  and  legal  issues. 

Meanwhile,  BT  and  MCI  execs  ar 
ting  to  know  one  another— even  I 
mother  tongue  sometimes  gets  if 
way.  After  attending  the  recent 
wow,  Kathleen  R.  Flaherty,  an  MCj 
ior  vice-president  who  will  oe  thq 
venture's  marketing  head,  say 
needs  remedial  British.  "I've  had 
used  to  somebody  being  'cheesed 
something,"  she  jokes.  And  EanI 
will  have  to  learn  to  speak  Amei 
But  even  though  BT  and  MCI  mal 
share  a  common  language,  they  1 
something  even  bigger:  a  commorl 

By  Julia  Flynn  in  London,  with  I 
Lewyn  in  Washington 
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post  seventeen  years.  Business  Week  has 
:d  outstanding  leadership  in  the  truck 
ly  conferring  the  Truck  Dealer  of  the  Year 
We  do  this  in  association  with  the 
n  Truck  Dealers,  a  division  of  the 
Automobile  Dealers  Association.  In 


addition  to  the  Grond  National  Winner,  we  are  honoring 
three  finalists,  who  were  chosen  from  eleven  nominees. 
These  finalists  ore  Mr.  Paul  Cole,  Jr.  of  Cole  Motor  Co.  in 
Bluefield,  WV;  Mr.  Floyd  Hamus  of  V&H,  Inc.  in 
Marshfield,  Wl;  and  Mr.  Robert  L.  Hunter  of  Hunter's 
Truck  Sales  and  Service,  Inc.  in  Eau  Claire,  PA. 

All  three  truck  dealers  were  selected  by  a  team  of 
judges  from  the  Indiana  University  Graduate  School  of 


Business  in  recognition  of  their  successful 
dealerships  and  outstanding  civic  contributions. 
Business  Week  proudly  salutes  Mr.  Paul  Cole, 
Jr.,  Mr.  Floyd  Hamus,  and  Mr.  Robert  L.  Hunter, 
the  1993  Business  Week/ATD  Truck  Dealer  of  the 
Year  Finalists. 


Mr.  Robert  L.  Hunter 
 FINALIST 


Emm 


No  matter  what  your  field, 
Minority  Technology  Alliance  has  an 
HP  LaserJet  printer  that's  right  for  you. 


••••••••• 

••••••••• 


See  the  full  lineup  of 
Hewlett-Packard  printers  at 
Minority  Technology  Alliance. 

Now's  your  chance  to  team  up 
with  the  laser  printers  that  arc 
outstanding  in  any  held. 


HEWLETT 
PACKARD 

i  z  t.  ,1    1)  e  ,i  I  <■  r 


Whether 
i  u  t  h  o  r  1 5 1  d  it ,   i  r     your  business 
is  big  or  small — 1\ Macintosh, 
or  multiple  environments — we  can 
team  you  up  with  the  HP  LaserJet 
printer  that  is  right  tor  your  needs 
and  budget.  We  offer  everything 


from  personal  desktop  models  to 
high-volume  network  printers. 
And  with  HP's  exclusive  Resolution 
Enhancement  technology  and 
microti  ne  toner,  our  LaserJet 
printers  will  always  give  you 
superior  looking  documents. 

Ask  us  about  our  winning 
lineup  today. 

The  Minority  Technology  Alliance 
(MTA)  replaces  procurement 
.obstacles  with  opportunities. 
You  can  now  satisfy  your  minority 


procurement  requirements  with 
quality,  high  technology  products 
and  services.  Organizations  with 
minority  set  aside  programs  are 
taking  advantage  of  the  MTAs 
competitive  pricing,  wide  breadth] 
of  product  line  offerings,  unprece-j 
dented  products  availability,  rapid 
response  delivery  system,  financial 
stability,  and  national  service 
capabilities. 

For  the  location  nearest  you,  call , 
1-800-423-1715  ext.  MTA1 


Macintosh  is  .i  pro  lucl  <>t  Applr  (  ompiitor,  ln< 


e 


DERSI 


FAST-TRACKER 

i  A  LIFE-OR-DEATH  MISSION 


on  Monsky's  race  to  spread  the  word  about  scleroderma 


FATAL, 
IN  1983 


haron  L.  Monsky  has  always 
thrived  on  competition.  As  a 
teenager,  she  traveled  the  world 

internationally  ranked  figure 
.  In  the  early  1980s,  she  became  a 
;ement  consultant  at  McKinsey  & 
'here  her  life  was  a  series  of  12- 
lays  and  late-night,  cross-country 
i.  Under  the  watchful  eye  of  boss 
t  H.  Waterman  Jr.,  the 
jement  guru  who  co-au- 
1  In  Search  of  Excellence, 
as  clearly  a  rising  star, 
she  stayed  at  McKinsey," 
/Vaterman,  "I'm  convinced 
have  become  a  director." 
ron  Monsky  is  still  running 
it.  But  the  competition  is 
ger  about  promotions  and 
lises.  In  1983,  her  McKin- 
ireer  was  cut  short  when 
as  diagnosed  with  an  ob- 

but  often  fatal,  autoim- 
disease  called  scleroderma, 
in  a  race  for  her  life,  the 
barging  39-year-old  is  man- 
a  foundation  she  started 
}6  to  help  find  a  cure. 
!  the  contribution  I  want  to 
in  my  life,"  she  says.  "It's 
ssion." 

le  is  known  about  sclero- 
.  Why  it  occurs  remains  a  mys- 
Nevertheless,  the  medical  estab- 
jnt's  best  guess  is  that  some 
0  people  suffer  from  some  form 
disease.  It  tends  to  strike  women 
ir  childbearing  years,  causing  the 
production  of  the  protein  collagen 
into  overdrive.  That  contracts  and 
ins  the  skin,  disfiguring  the  victim 
estricting  movement.  In 
|  ases,  the  condition  remains 
ed.  But  in  severe  cases 
is  Monsky's— which  corn- 
roughly  half  of  the  total— 
jllagen  buildup  can  ulti- 
'  lead  to  a  fatal  hardening 
.1  organs. 

ITY.  Despite  its  reach,  how- 
>  scleroderma  has  never  gar- 
much  in  the  way  of  re- 
dollars  (chart).  Last  year, 
itional  Institutes  of  Health 
granted  only  $3.9  million 


in  research  funding.  And  in  the  seven 
years  since  its  inception,  Monsky's  Scle- 
roderma Research  Foundation  has  raised 
just  over  $2  million. 

The  problem  is  one  of  recognition. 
Since  the  disease  is  not  well  known— 
perhaps  because  until  recently  doctors 
had  problems  diagnosing  it— scleroder- 
ma has  attracted  little  private  funding. 


That  discourages  researchers,  who  make 
the  proposals  for  federal  dollars.  Dis- 
eases that  are  more  widespread  or  those 
that  affect  children,  such  as  cystic  fi- 
brosis or  muscular  dystrophy,  have  long 
had  successful  PR  campaigns.  Scleroder- 
ma, by  contrast,  has  lacked  a  celebrity 
champion  or  other  efforts  to  make  it  a 
public  issue. 


THE  PAUCITY  OF  SCLERODERMA 
RESEARCH  FUHDS 


Estimated  number  of 
Americans  affected 


NIH  research  dollars 
spent  in  1992 

Millions 


CYSTIC  FIBROSIS 

25,000 

$53.1 

MULTIPLE  SCLEROSIS 

300,000 

MUSCULAR  DYSTROPHY 

100,000 

H 

SCLERODERMA 

300,000 

DATA:  NATIONAL  INSTITUTES  OF  HEALTH,  CYSTIC  FIBROSIS  FOUNDATION, 
SCLERODERMA  FEDERATION 


While  Monsky  has  yet  to  make  scle- 
roderma a  household  word,  "she  has 
greatly  enhanced  its  visibility  almost 
single-handedly,"  says  Dr.  E.  Carwile 
LeRoy,  a  professor  of  medicine  at  Medi- 
cal University  of  South  Carolina  in 
Charleston.  Drawing  on  the  skills  ac- 
quired during  her  brief  career  at  Mc- 
Kinsey, she  has  attacked  scleroderma 
as  a  marketing  executive  approaches  a 
new  product  introduction.  She  has  re- 
searched the  market  thoroughly,  differ- 
entiated her  product  accordingly,  and 
organized  publicity  to  win  over  converts. 
closer  ties.  In  countless  interviews  with 
doctors  and  other  experts  about  sclero- 
derma, Monsky  discovered  that  medical 
research  is  often  impeded  by  the  lack  of 
coordination  among  scientists.  In  many 
cases,  they  end  up  competing  for  the 
same  funding  dollars  and  are  slow  in 
sharing  research  results. 

To  avoid  such  infighting,  Mon- 
sky devised  a  new  approach:  She 
formed  an  interdisciplinary  team 
of  researchers  from  the  San 
Francisco  Bay  Area  and  per- 
suaded them  to  work  more  close- 
ly together.  How?  Grants  from 
the  Scleroderma  Research  Foun- 
dation are  conditional  upon  open 
sharing  of  findings  to  avoid  need- 
less duplication.  "We're  so  natu- 
rally competitive,  we  don't  like 
to  share,"  says  team  member 
Youn  H.  Kim,  an  assistant  pro- 
fessor of  dermatology  at  Stan- 
ford University.  "But  this  way, 
we  don't  have  to  wait  until  one 
group  presents  [to  collaborate]." 

Some  researchers  criticize 
Monsky's  teamwork  approach. 
They  complain  that  a  lay  person 
should  not  have  such  a  big  role 
in  orchestrating  the  direction  of  re- 
search. But  Monsky  has  plenty  of  ex- 
pert counsel.  Despite  her  foundation's 
puny  size,  she  has  loaded  its  board  with 
such  medical-establishment  heavyweights 
as  National  Academy  of  Sciences  Presi- 
dent Bruce  M.  Alberts.  And  Monsky's 
lobbying  of  Senators  Barbara  Boxer  (D- 
Calif.)  and  Sam  Nunn  (D-Ga.)  has  re- 
sulted in  her  appointment  last 
year  to  one  of  the  advisory  coun- 
cils at  the  nih.  There,  she  has 
made  connections  that  are  help- 
ing get  a  second  research  team 
up  and  running,  this  one  on  the 
East  Coast. 

Having  made  solid  progress 
courting  the  medical  communi- 
ty, Monsky  is  now  working  on 
the  general  public.  Upon  learning 
that  Lily  Tomlin  had  lost  an  aunt 
to  scleroderma,  Monsky  spent 
five  years  writing,  faxing,  and 
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phoning  the  comedian  until  Tomlin  fi- 
nally agreed  to  meet  her  for  10  minutes 
last  year.  Three  hours  later,  Tomlin 
emerged  from  the  meeting  committed 
to  hosting  and  performing  at  the  orga- 
nization's annual  fund-raiser.  Held  July 
11,  the  event  was  attended  by  such  lu- 
minaries as  Diane  Keaton,  James  Woods, 
and  John  Candy.  It  raised  $200,000. 

There's  little  doubt  that  the  personal 
nature  of  Monsky's  appeal  helps  win  in- 
terest. Those  she  has  wooed  to  the 
cause  are  impressed  by  her  doggedness 
and  willingness  to  drag  her  misfortune 
into  public.  Regis  B.  Kelly,  a  leading 
molecular  biologist  at  the  University  of 
California  at  San  Francisco,  was  skepti- 
cal about  Monsky's  foundation  before  he 
met  her.  Now,  he's  on  the  board.  Nor- 
mally, he  says,  an  organization  with  such 
limited  resources  wouldn't  merit  a  lot 
of  attention.  "But,"  he  says,  "her  inten- 
sity and  courage  were  amazing." 
mouse  that  roared.  Monsky,  who  grew 
up  in  Omaha,  has  been  on  the  fast  track 
ever  since  she  began  figure  skating  at 
age  seven.  By  the  time  she  was  11,  she 
was  spending  most  of  the  year  at  skat- 
ing camps  in  cities  such  as  Colorado 
Springs  or  Los  Angeles.  She  eventually 
decided  school  was  more  important,  and 
after  graduating  with  an  economics  de- 
gree from  Pitzer  College  in  Claremont, 
Calif.,  she  earned  an  MBA  at  Stanford 
University.  She  married  college  buddy- 
turned-sweetheart  Mark  Scher  in  1977 
and  signed  on  with  McKinsey's  San 
Francisco  office  in  1980. 

Now  living  with  her  family  in  Santa 
Barbara,  Monsky  surrenders  as  little  as 
possible  to  scleroderma.  "I  refuse  to  let 
it  dictate  my  life,"  she  says.  She  has 
had  three  children— despite  doctors' 
warnings  that  the  disease  would  hinder 
her  body's  flexibility  during  pregnancy. 
When  her  eight-year-old  son  Max  took 
up  in-line  roller  skating,  she  did,  too, 
even  though  a  fall  could  be  disasterous: 
The  disease  hinders  blood  flow,  render- 
ing her  bones  dangerously  brittle. 

There  are  other  effects,  too.  Monsky's 
hands  lack  mobility,  and  she  sometimes 
has  to  work  from  bed  because  she's  too 
stiff  to  get  up.  Worse,  the  collagen 
buildup  has  caused  lung  disease  that 
limits  breathing  capacity.  While  an  ex- 
perimental drug  helps  alleviate  the 
symptoms,  Monsky  knows  a  cure  may 
not  come  in  time  to  save  her  life. 

But  she  remains  upbeat.  When  she 
was  diagnosed  a  decade  ago,  doctors 
gave  her  just  seven  years.  Friends  and 
family  agree  the  work  has  helped  keep 
her  going.  "As  I've  gotten  sicker,  I've 
found  I  love  life  even  more,"  Monsky 
says.  Scleroderma's  other  victims  could 
hardly  hope  for  a  better  champion. 

By  Amy  Barrett  in  Santa  Barbara, 
with  Joan  O'C.  Hamilton  in  San 
Francisco 
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MAD  AVE  IS  BECOMING 
BOUTIQUE  BOULEVARD 


To  placate  big  clients,  mega-agencies  are  siring  spin-off  shops 


Tony  Miller  calls  it  a  "delicious  iro- 
ny." On  Sept.  2,  the  chairman  of 
Lintas  New  York  announced  that 
his  giant  ad  agency  would  create  a  new 
shop  to  cater  to  one  client:  IBM  Personal 
Computer  Co.  As  it  happens,  the  new 
agency  will  have  offices  in  the  same 
building  as  Chiat/Day  Inc.,  the  fabled 
creative  shop  that  made  none  other  than 
Apple  Computer  Inc.  synonymous  with 
audacious  advertising. 

Apple,  though,  eventually  outgrew 
and  fired  Chiat.  And  Lintas  now  faces  a 
similarly  grim  fate  with  IBM:  The  compa- 
ny has  put  its  PC  account  up  for  review. 
What's  more,  one  of  the  prime  contend- 
ers for  the  domestic  portion  of  the  $80 
million  account  is— guess  who?— Chiat. 


it  is  simply  selling  itself  the  samel 
No  question,  advertisers  are  im 
ingly  put  off  by  the  scale  and  ano: 
of  big  agencies.  Years  after  the  m< 
of  the  1980s,  many  find  that  ad 
tives  focus  more  on  their  far-flun; 
pires  than  on  their  clients.  Agency 
agers  have  become  preoccupied  wi 
problems  of  running  multinational 
panies,"  says  Bruce  Crawford,  chiel 
utive  of  Omnicom  Group  Inc.  Wh 
ents  get  into  trouble,  they  tend  b 
in  on  this  lack  of  involvement  as 
cuse  to  switch  agencies. 

Even  IBM  insiders  say  Lintas 
respectable  job  of  promoting  the  a 
ny,  with  slogans  such  as  the  en 
"Human  by  design."  But  with  $1.7 


AGENCY  OFFSPRING 


Key  spin-offs  of  large  advertising  companies 


Parent  agency 
SAATCHI  &  SAATCHI 


McCANN-ERlCKSON 


LINTAS 


OMNICOM  GROUP 


DOB  NEEDHAM 


Spin-off 

Team  One 


McCann/SAS 


u 


Merkley  Newman  Harty 


Berlin  Wright  Cameron 


Year  founded 


Key  account 

Lexus  (Toyot 


GMC  Truck 


IBM  PC  Co. 


WordPerfec 


Volkswagen! 


Well,  maybe  it's  not  such  a  delicious  iro- 
ny after  all. 

Nevertheless,  Miller  hopes  the  new 
shop  will  convince  his  wayward  client 
that  Lintas  is  capable  of  real  change. 
And  Lintas  is  not  alone,  ddb  Needham 
Worldwide  Inc.  and  McCann-Erickson 
Worldwide  also  have  recently  spun  off 
satellite  shops  (table).  They  argue  that 
it's  a  smart  way  for  a  big  agency  to  of- 
fer the  nimbleness  and  personal  service 
of  a  small  shop. 

Critics  say  spin-offs  are  a  gimmick. 
Most  of  the  new  shops  must  still  rely  on 
the  parent  agency  for  important  func- 
tions, such  as  market  research  and  me- 
dia buying.  And  coining  a  new  name  is 
not  the  same  thing  as  building  an  ad 
agency  from  scratch.  Madison  Avenue, 
they  say,  has  forever  sold  products  by 
pouring  old  wine  into  new  bottles.  Now, 


in  billings,  Lintas  is  handicapped 
sheer  size.  As  PC  Co.  has  become  a|i 
free-standing  and  entrepreneurial 
has  grown  restless— and  Lintas  hast 
to  look  as  stodgy  as  Big  Blue.  "Tlj 
much  less  formal  than  the  IBM  ofi 
says  Miller  of  his  client.  He  warn  j  1 
satellite  shop,  which  has  the  odd  Si 
of  L2,  to  mirror  this  change. 

Lintas  also  couldn't  help  noticing 
one  of  the  other  finalists  in  the  III  i 
view  is  a  spin-off:  Merkley  Ne\(n; 
Harty,  which  Omnicom  carved  ct 
one  of  its  subsidiary  agencies  last  pi 
With  only  eight  clients  and  $55  milln 
billings,  Merkley  could  offer  PC  Cifi 
lavish  attention  it  craves.  That's  tl|  s 
peal  of  a  small  agency,  says  IBM  syft 
woman  Liz  Arends:  "To  keep  tb  £ 
count,  they'll  work  a  lot  harder."  | 

Spin-offs  aren't  an  entirely  newpo 
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GM's  Latest  Vehicle  Is 
ow  Available  In  A  Range 
Of  Colors  And  Options. 


VALIU  u«l« 

?92  8/3't/I' 


6^  .  <d 


431  0012  3*fr5b 

i  VALID  DATES 

W)  '  2/9  93 -1/51/1 
RONALD  I  21B6GK  1 


E  GM  CARDSM 
NO  ANNUAL  FEE.  EARN  UP  TO  $3500. 


3M  offers  the  largest  selection  of  vehicles  in  the  world.  Now 
/e  expanded  our  line  of  financial  vehicles,  too. 
Introducing  the  GM  Gold  MasterCard  "-from  the  company 
brought  you  the  original  automotive  credit  card. 
3oth  GM  Cards  make  it  easier  for  you  to  buy  a  new  car  or 
:k,  because  you  earn  5%  of  every  dollar  you  spend  toward  a 
/  GM  vehicle.  With  the  original  GM  Card;"  you  can  earn  up 
500  a  year,  for  up  to  7  years-a  total  of  $3,500  in  earnings.  With 
GM  Gold  Card,5"  you'll  earn  twice  as  much:  up  to  $1,000  a 
r,  for  a  total  of  $7000  over  7  years. 

Hie  GM  Gold  Card  charges  an  annual  fee,  the  full  amount  of 
ch  is  added  to  your  earnings.  It  offers  a  credit  limit  of  up  to 
000,  and  it  may  also  offer  a  lower  interest  rate.  Meanwhile,  the 


GM  GOLD  CARDSM 
COMPETITIVE  APR.  EARN  UP  TO  $7000. 


original  GM  Card  is  still  the  only  automotive  credit  card  that  has 
never  charged  an  annual  fee. 

Use  either  card  at  Mobil,  Marriott  Hotels,  Resorts  and  Suites, 
Courtyard  by  Marriott,  Fairfield  Inn,  Ownership  Resorts  by 
Marriott  and  MCI,  and  you'll  earn  an  additional  5%-for  a  total 
of  107o  in  earnings.  There's  no  limit  on  how  much  you  can  earn 
from  our  retail  partners. 

You  can  even  transfer  your  existing  credit  card  balance  to 
either  GM  Card,  and  earn  5%  of  that  amount,  too. 

Of  course,  choosing  between  the  original  GM  Card  and  GM 
Gold  Card  will  only  be  your  first  decision.  An  even  bigger 
decision  awaits  you  later-when  you  choose  which  GM  vehicle 
to  buy  with  the  money  you've  earned. 


5%  EARNINGS 

1-800-8GMCARD 

(8  4   6-2   2   7  3) 
THE  GM  CARD:  TODAY'S  FINANCIAL  VEHICLE: 


EVROLET    •  PONTIAC    •  OLDSMOBILE    •  B  II  1  C  K       CADILLAC    -CMC  TRUCK 


er  redeemable  as  discount  on  new  GM  car  or  truck  Up  to  $500  annually,  or  maximum  o!  $3500  over  7  years  on  GM  Card  Up  to  $1000  annually,  or  maximum  ot  $7000  over  7  years  on  GM  Gold  May  be  combined  with  other  GM  otters  Subiect  to 
GM  Card  Rebate  Program  Rules.  Call  to  apply  tor  the  GM  Card  or  the  GM  Gold  Card,  or  to  learn  more  about  terms  and  conditions  Cash  advance  finance  charges  apply  to  balance  transfers  ©  1993  General  Motors  Corporation. 
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Office  Supplies/Equipment 


America's  Lowest  Priced  JOTTOIJLSALE 
Office  Supplies  Direct  to  You  "liSjSEjn" 


a  0 


3M 


XIU.V4"  \  1296"  Tape 
#07378 

*14WDZ 


PAPER  MATE. 


*672dz 


Small  Binder  (  lips 
#20 

24^dz 


WYWO  Pink 
Mesvijit  Pads 
#J002P 

950  dz 


You  simply  won't  find  lower  pnces  on  brand  name  office  supplies  th;tn  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same  day  shipping,  and  all  at  pnces  you 
have  to  see  to  believe.  We  guarantee  it!  Call  for  details  and  your  free  catalog. 


1-800-962-9162 


Ad  Code  0085 


International  Marketing 


MARKET  IN  CHINA 

REACH  THE  WORLD'S  LARGEST 

ECONOMY. 
Manufacture  there  and  reduce 
costs  substantially. 
•  Joint  Ventures 
•  Manufacturing  •  Marketing 
415/564-0215  •  Fax  415/564-1879 
J.R.I.  International 


Business  Services 


Be  Your  Own  P.R.  Pro 

A  one-hour  phone  conversation  with  a 
professional  teaches  you  the  how-to  of  p.r. 
Sure-fire  method  as  featured  on  C-Span. 
Leads  you  to  TV,  radio  and  newspaper 
publicity.  Ideal  for  small  businesses, 
professions  and  associations. 
$95  Visa/MC.  48  states. 
Free  call  plus  tape  of  the  lesson. 
Call  1-800/795-CHAT 
for  appointment  or  info. 


Telecommunications 


Incorporate 


Start  your  telecommunications  business 
on  sound  footing  by  joining  the 
i  mi       RllClflOCC   fastesI:  growing  network,  of 

YwMi  independent  commercial 

long-distance  marketing  companies  in 
the  United  States.  «■  »;  _ 
As  the  first  non-     Winning  3 
affiliated  company  to  warrant 
a  contract  carriage  agreement 
with  AT&T,  Equal  Net  is  the 
country's  largest  provider  of  DNS, 
AT&T's  premier  commercial  long- 
distance and  billing  resale  product 


with  AT&T. 


long-distance  race 
depends  on  how 
well  you  start. 


A  partnership  with  Equal  Net  provides  your  customers: 

•  AT&T's  Worldwide  Intelligent  Network-the  most  technologically 
advanced  communications  network 

•AT&T  Bill  Manager  Invoices-trie  industry's  most  reliable  and 
functional  billing 

•  Rates  discounted  up  to  35  percent  during  prime  commercial 
calling  periods. 

A  partnership  with  Equal  Net  provides  you: 

•  Monthly  commissions  of  up  to  27  percent 

•  Detailed  reports  for  better  control  of  your  operations 

•  Experienced  credit,  collections  and  customer  service  professionals 

•  The  most  advanced  marketing  support  software  in  the  industry 

•  Marketing  materials  that  help  your  business  stand  out  from 
the  crowd 

•  Targeted,  useful  sales  training 
Begin  your  business  with  the  advantage  that 
places  you  well  ahead  of  your  competition. 
Call  Equal  Net  about  its  Partnership 
Program  today. 
Call  1-800-725-5575 


Equal  Net 

Communications,  Inc. 

P.O.  Bojt  441085 

Houston,  Texas  77244-1085 


Telecommunications 


Save  up  to  50% 

International  Calling 
...for  less 


JL        Call  800-530-3300 

Thrifty  Tel,  Inc.  - 

Long  Distinct  Quality  Communication  ( 


Itrtr 

Eii 


Newsletters/Periodicals 


ftlCl 

sin 


Technologies  Tomorrow 

P.O.  Box  21897 
Albuquerque,  NM  87154-1897 


The  newsletter  about  the  technoL 
of  tomorrow  —  today.  To  get  the 
business,  technical  and  investment  jj| 
information  you  need  to  keep  up 
advances  in  technology,  call  or  faxj_ 
237-1070  for  a  sample  issue.  Aon 
subscription  is  $450  in  the  USA. 


Corporate  Gifts 


W»  (150  pc.  minimum) 
Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-91 79 

S00-962  1526  FAX*  207-326-9080 


Contact  Lenses 


LLIl'lP 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

BAUSCH  &.  LOMB    Q)  VtS»n 

FREE  BROCHURE 

■  ■■■■■■■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Ambassador  Lapel  Fh 
Your  Logo  with  any  2-flac 
•  24K  Gold  finished  •  Full 
•  100%  U  S  A  -made 
We  ll  custom-make  any  emblem  f< 
Delivery:  14  business  days  Worl 
TME  Co.,  Inc.  101  Bel  Ai 
New  Milford.  CT  06776 
(800)  535-5255  •  Fax  (203)  35 


'2  S3 


Travel 


TRAVEL  for LE> 

When  you  already  know  the  destination,  n 
cruise  you  wan!  why  pay  a  lull 
commission  travel  agent?  Call  us 
with  the  details  of  your  trip  and 
save  up  to  80%  ol  Ihe 
agency's  commission  I 
NEVER  PAY  FULL  PRICE  FOR  TRAVEL 


AVlKliWELfo^fl 

501  FIFTH  AVE, NYC  OUUm4  / £.% 


Education/lnstructio  m 


DDF 


COLLEGE  DEGR 

BACHELORS  •  MASTERS  •  DOCK 

For  Work,  Life  and  Ac 
Experience  •  No  Clas 
Attendance  Requii 

Call  (800)  423-3 

or  send  detailed  ret  "EH 
lor  Free  Evaluate 

Pacific  Western  Univer 

600  N  Sepulveda  Blvd  ,  Dept  17 
Los  Angeles.  CA  90049  USA 


ices 


I  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
AX:  (312)  337  5633  OR  WRITE 


—  —  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET  PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


Computer  Software 


liseases  *  700  medications 
y  &  doctor  info 
ml  history 
ooisoning 
mizations 
ification 
:al  reports 
h  diagnosis  *  growth  &  dev 


BABYDOC™  IN  A  DISK 

A  must  for  every  home 
with  children 

$49.95     Babydoc  ™ 

P.O.  Box  26180 
Fresno,  CA  93729-6180 
(800)-NICE>KID  *  (800)-642-3543 


iness  Opportunities 


$500,000 

year  Hawaii  business 
s  partner  to  purchase 
ment  and  lease-back 
for  60%  of  gross 
jipment  generates, 
ayback  3-5  years: 
ROI  10.5-35%+. 
payback,  obtain  40% 
hare  for  lifetime 

ill  808/526-1388. 


ttery  Agents 

II  States  and  Canada 
Experience  Necessary 

ELLENT  PROFITS 
REE  Info  Package 
end  $3.95  for  S&H 

)uard  Marketers 

PO  Box  30 
:ranton.  PA  18501 


\LIZED  CHILDREN'S  BOOKS 


iveitment  into  that  profitable  business  you  have 
ted  about!   An  excellent  home  operated 
■ok*  sell  fast  in  stores!  At  fairs!  Malls!  Or 
.  .  anywhere  there  are  people.  It's  easy  to 
'  selling  our  exciting  line  (,f  personalized 
other  i-xritinji  products  available. 
'\      Call  today!  214-248-91011 
i     *     D  &  K  Enterprises,  Inc. 
f         32  lf>  Commander,  Suite  101 .  Depl  2 1 
Camdlton,  Texas  75006 


Cable  TV 


WM 


1 


i 


prices!  •  Compare  Our  Low  Retail 
rders  From  Stock  Shipped  Immediately1 
jaranteed  Warranties  &  Prices! 
•  AM  Major  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
iseda,  Dept  870  Reseda.  CA  91335 
?g,  orders  &  into    1 -800-345-8927 


E  BOX  WHOLESALERS 

1-800-841-7835 


t  Prices  •  Best  Service 
Major  Brands  Carried 

FOR  FREE  CA  TALOG! 


le  Box  Wholesalers.  Inc. 
West  Roger  Road  #106 
ucson.  Arizona  85705 


E  TV  DESCRAMBLERS 

ERTERS,  ACCESSORIES 

Jnds.  Lowest  Prices.  Best  Service 
IEE  16-page  color  catalog  call 

?AENAYDY(800)  234-1006 


Computer  Software 


CHAMPS 

 CHAMPS  SOFTWAftE,  INC  

Your  Partner  in  Productivity  Gains 
904/795-2362  •  Fax  904/795-91 00 


Business  Opportunities 


If  You  Control 
Excess  Inventories 


We  can  help  you  sell  worloWe.  000's  of 
current  buyer  contacts.  Industrial,  commercial. 

The  Exchange™ 

A  Division  „(  5 
Strategic  Asset  Management,  Inc 
(415)  +21-0090  •  5+1-5044  •  Fa»  781.1  1  lb 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety, styling  and 
quality.  Send  for  *m 
FREE  PATAIflfi     J^.  .£  - 


HITCHCOCK  SHOES,  INC 

Dept.  55  H  Hingham,  MA  02043 


Education/Instruction 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work./life  exp.  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


RESEARCH  REPORTS 

19,850  academic  topics  available! 

Send  $2.00  for  the  290-page  catalog. 

Custom-written  reportsalso  available. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


University  Degrees 

Home  study  Associate,  Bachelor, 
MBA  degrees.  Paralegal,  Finance, 
Marketing,    Management,  Health 
Care  Administration,  International 
Business,  Human  Resources. 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-BW,  Tustin  CA  92680 


Presentation  Equipment 


Make  Your  Presentation 
More  Effective 


Laser  Pointer 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S&H 


Dealer 
Inquiries 
Welcome 


55  Oak  Court.  Danville.  CA  94526  USA 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  Dept  i 


Menswear/Fashion 


<t  POOLE 


Great  Skirts. 

AMAZING  PRICES. 

Trie  Finest  All-Cotton  Dress  Shirts 
Call  For  Our  Free  Catalog 
witn  FABRIC  SWATCHES 

1-800-54-BYRON 


Corporate  Gifts 


CELEBRATE 

an  mnmmivt 


Health/Fitness 


Executive 
Comfort 


The  only  true 
orthopedic  chair 
for  executives 
5'2"  to  6'6" 


Free  Catalog! 


L 


BackSaver  1-800-251-2225 

  f»24hn.  1-800-443-9609 

53  Jeffrey  Ave,  BW93.  HoUislon,  MA  01746 


Financial  Services 


$1  MILLION... 


...in  the  bank  is  closer  than  you  think.  Which 
investments?  Which  markets1  What  strategies? 
Read  our  newsletter. 

THE  ZURICH  FINANCIAL 

Kbnigsallee  50  ■  D-40212  Diisseldorf  ■  Germany 
For  more  information,  lax  (491-211-324451 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED 
C  OF  FEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


EMBROIDERED 
CAPS  AS 
LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 
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cept.  Saatchi  &  Saatchi  Advertising 
World  wide  created  a  separate  agency 
to  handle  Toyota  Motor  Corp.'s  Lexus 
luxury-car  division  back  in  1987.  The 
agency,  called  Team  One,  now  has  a 
dozen  other  clients  and  billings  of  near- 
ly $200  million.  What  makes  the  more 
recent  shops  different  is  that  must  were 
created  in  response  to  tensions  between 
agencies  and  clients. 

DDB  Needham  Worldwide  Inc.,  for  ex- 
ample, has  promoted  Volkswagen  since 
1959  with  such  legendary  slogans  as 
"Think  small."  But  lately  VW  sales  in 
the  U.S.  have  skidded,  from  141,381 
units  in  1987  to  75,872  last  year.  Dealers 
began  howling  for  the  agency's  scalp. 
"A  staleness  set  in,"  says  Stanley 
Greene,  president  of  Trend  Motors,  a 
dealer  in  Rockaway,  N.J. 

Andy  Berlin,  the  ambitious  president 
of  ddb's  New  York  office,  scrambled  to 
assuage  Volkswagen.  He  dumped  the 
agency's  whimsical  four-year-old  slogan, 
Fahrvergniigen,  in  favor  of  "The  most 
loved  cars  in  the  world."  And  he  put 
new  creative  executives  on  the  account. 
None  of  it  mollified  the  dealers.  "Volks- 
wagen wanted  a  new  agency,"  says  DDB 
Chairman  Keith  L.  Reinhard.  So  finally, 
he  gave  it  one,  starting  a  separate  agen- 
cy with  Berlin  as  chairman  to  handle 
the  $75  million  VW  account. 
dual  role,  ddb  executives  insist  the 
new  agency,  called  Berlin  Wright  Came- 
ron, is  not  merely  a  cosmetic  change. 
For  one  thing,  Berlin  and  his  partners 
will  have  equity  stakes.  Also,  the  agen- 
cy will  have  separate  offices,  although 
insiders  say  DDB  may  still  buy  commer- 
cial time  for  Volkswagen. 

Reinhard  may  have  taken  his  cue 
from  McCann-Erickson,  which  tried  a 
similar  strategy  with  GMC  Trucks  in 
1991.  Like  Volkswagen,  the  General  Mo- 
tors Corp.  division  had  grown  restive 
with  its  agency.  Many  GMC  dealers  felt 
McCann  was  devoting  more  energy  to 


run  sas,  and  she  remains  an  employee 
of  both  client  and  agency.  Such  an  ar- 
rangement, say  McCann  executives, 
avoids  the  diverging  agendas  that  can 
sunder  client  relationships:  "There  is  no 
longer  any  'them'  or  'us.'  There  is  only 
'us,' "  says  McCann  Vice-Chairman  Sean 
K.  Fitzpatrick,  who  oversees  SAS. 
Togetherness  has  its  rewards.  Sales  of 
GMC    Trucks  rose 

SOME  CRITICS  CLAIM  THAT  SMALL  SHOPS  ARE  from  303,534  units  in 

MERELY  ''FANCY  FOOTWORK  ON  THE  PART  1991  to  359,365  last 

OF  THE  AGENCIES/'  BUT  CLIENTS  APPRECIATE  year,  after  dropping 

THE  LAVISH  ATTENTION  THEY  RECEIVE  shsrP\  [he  previous 

year.  Although  the 


SETTING 

SHOP: 

HARTY, 

NEWMAN 

MERKLEY 


GM's  Buick  Motor  Div.  GM  began  giving 
marketing  assignments  to  outside  agen- 
cies. So  McCann  set  up  a  separate  agen- 
cy in  Troy,  Mich.,  called  Strategic  Ad- 
vertising Services,  for  the  sole  purpose 
of  working  on  GMC  Trucks. 

With  80  employees,  McCann/sAS  re- 
sembles a  traditional  shop,  with  its  own 
creative,  media,  and  account  depart- 
ments. But  it  also  can  draw  on  the  par- 
ent agency,  say,  by  taking  advantage  of 
its  clout  as  a  media  buyer.  One  untradi- 
tional  move:  McCann  recruited  GMC  mar- 
keting executive  Candace  Robbins  to 


economy  clearly  helped,  Robbins  says 
GMC  was  also  buoyed  by  more  focused 
advertising.  Fitzpatrick  is  so  enthusiastic 
about  the  spin-off  idea  that  he  tried  a 
similar  gambit  to  grab  GM's  Oldsmobile 
account  earlier  this  year.  After  a  lengthy 
review,  Olds  decided  to  stick  with  in- 
cumbent Leo  Burnett  Co. 

Agency  spin-offs  can  also  be  a  way  to 
hold  onto  restless  staffers.  Colleagues 
say  Berlin  was  chafing  at  the  bureau- 
cratic constraints  of  DDB  Needham.  Giv- 
ing him  his  own  shop  was  a  way  for 
the  agency  to  keep  a  talented  employee 


who  insiders  say  might  otherwis 
bolted.  Similarly,  forming  Merkle; 
man  Harty  was  one  way  Omnia 
ticed  Parry  Merkley,  a  highly  re; 
creative  executive,  to  come  over  f 
val  Ogilvy  &  Mather  World wic 
Merkley  says  he  was  weary  of 
agency,  as  were  his  partners,  J 
Newman  and  Steve  Harty. 
PROUD  PARENTS.  Spin-off  shop: 
plenty  of  critics.  Some  say  agenc 
diluting  their  talent  pool  by  sipho; 
stars  for  one  client.  Others  think 
shops  allow  agencies  to  paper  ove 
lems  that  got  them  into  troubl 
clients  in  the  first  place.  Says  mat 
consultant  William  M.  Weilbacl 
think  it  represents  some  fancy  fo 
on  the  part  of  the  agencies." 

The  offsprings'  proud  parents 
they  had  little  choice.  DDB  Needh; 
McCann  would  probably  have  los 
clients  without  such  a  move.  Lint 
still  lose  IBM.  But  with  PC  Co.  : 
the  virtues  of  independence  frc 
Blue,  Lintas  probably  figures:  In 
Using  as  in  life,  imitation  is  the  1 
form  of  flattery. 

By  Mark  handler  in  Ne 
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USINESS    CENTER-MODEM    AND    COMPUTER    H  O  O  K  -  U  P  •  T  H  R  E  E    PHONES    PER    R  O  O  M  •  M  U  L  T  I  P  L  E 


Cj/te  new  york  *  /a /ace  C 

A  member  of  -n 

'ThffeadinfHotelsofthdWorld  0 

Ml  1  '800-NY-PALACE  OR  2  1  2  •  888  •  7000,  OR  CONTACT  YOUR  TRAVEL  PROFESSIONAL  •  455  MADISON  AT  50TH  ST.,  NY,  NY  10022  ^ 
IOM  $195*  PER  ROOM    PFR  NIGHT    VALID  9/12/93-12/3/93    TAX  NOT  INCLUDED    SOME  LIMITATIONS  MAY  APPLY.  SUBJECT  TO  AVAILABILITY. 
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CATALOG  SALES  I 


IN  THE  MAIL:  MARKETERS  SAY  CATALOG  SALES  ARE  RISING  TWICE  AS  FAST  AS  RETAIL  BUYING 


AFTER  THE  BIG  BOOK, 
THE  BIG  RACE 


Catalogers  nab  ex-Sears  buyers  with  specialty  and  mass  offerings 


andini  Kumaran  hates  shopping 
malls.  So  the  New  Jersey  real 
estate  agent  spends  an  ever-in- 
creasing chunk  of  her  annual  budget  on 
goods  ordered  from  catalogs.  In  recent 
months,  she  has  bought  everything  from 
computer  software  to  household  gadgets 
to  clothes  from  catalogers  such  as  L.  L. 
Bean,  Lands'  End,  and  J.  C.  Penney.  "Af- 
ter being  on  my  feet  all  day,  it  feels 
great  to  let  my  fingers  do  all  the  work," 
says  the  38-year-old  mother  of  three. 

Thanks  to  millions  of  such  shoppers, 
the  catalog  business  has  posted  steady 
growth  for  the  last  five  years  I  chart  I. 
Lately,  though,  sales  have  really  heated 
up.  This  year,  catalog  sales  will  rise  6%, 
to  $50.5  billion  estimates  Arnold  Fish- 
man,  president  of  Marketing  Logistics 
Inc.  That's  double  the  3%  growth  rate 
for  traditional  retailers.  For  catalog  com- 
panies, the  boom  is  already  showing  up 
in  earnings:  Spiegel  Inc.'s  second-quarter 
net  income  rose  to  $4  million  from 
$122,000  a  year  ago,  on  sales  of  $516 
million.  Lands'  End  Inc.'s  profits  were 
up  42%,  to  $3.6  million,  while  sales 
jumped  9.4%,  to  $151  million. 

What's  behind  the  pickup?  New  mar- 
keting strategies  from  catalogers,  in- 
cluding a  move  into  TV,  are  one  factor. 
Scars,  Roebuck  &  Co.'s  decision  last  Jan- 


uary to  close  its  fabled  Big  Book  is  also 
giving  the  business  a  boost.  Former  ri- 
vals have  been  rushing  to  pick  off  ex- 
Sears  customers.  "The  demise  of  the 
Big  Book  created  an  opportunity  and  an 
opening  for  us,"  says  Theodore  Deikel, 
CEO  of  Fingerhut  Cos. 

Sears  is  also  cashing  in  on  its  exit 
from  the  mass-market  catalog  business 
by  selling  its  14  million-name  mailing 
list  to  other  catalogers,  including  Han- 
over Direct  and  Athletic  Supply,  in  ex- 
change for  a  share  of  their  catalogs'  rev- 
enues. Sears  is  nego- 
tiating a  deal  with 
Spiegel,  which  in  late 
August  acquired  New 
Hamjiton  Inc.,  a  wom- 
en's apparel  cataloged 
with  prices  comparable 
to  Sears'.  "It  makes 
sense  for  us  to  team 
up  with  Sears,"  says 
Spiegel  CEO  John  J.  Shea. 
Neither  company  woulc 
elaborate  on  the  talks. 

Erstwhile  rivals  have 
various  strategies  for  lop- 
ping off  Sears'  former  cata 
log  customers.  This  fall, 
Fingerhut  and  Montgom- 
ery Ward  &  Co.,  through  a 


111 


106  E-2  BUSINESS  WEEK/SEPTEMBER  20,  1993 


DMA 

MARKETING 
LOGISTICS  INC 


joint  venture  set  up  in  1991,  will  r § 
their  own  big  books:  a  larger-than 
200-page  Montgomery  Ward  Direi 
alog  and  a  separate,  440-page  Fin^ 
offering.  Both  will  offer  a  wide  ar 
products.  For  Ward's,  that's  qi 
comeback:  It  shut  down  its  own  o: 
big-book  catalog  in  1985. 

Meanwhile,  Spiegel  is  targetir 
Sears  shoppers  by  increasing  its 
log's  home-furnishings  section.  S 
says  it  has  seen  "a  strong  increa 
such  sales  during  the  past  two  mo 
perhaps,  says  Shea,  because  of  f 
Sears  customers.  J.  C.  Penney 
wooing  such  buyers  by  acceptin 
Sears  Discover  Card  for  purchase: 
both  its  catalog  and  its  retail  s 
Boosted  by  an  infusion  of  Sears  ci 
ers,  Penney's  July  catalog  sales 
up  22%,  to  $226  million. 

Other  catalogers  are  successfully 
ing  back  their  books.  In  the  pas 
months,  Dodgeville  (Wis.)-based  I 
End,  which  has  a  15.6  million  cus 
list,  has  reduced  mailings  of  its  fu 
catalogs  and  increased  mailings  o 
cialty  catalogs  featuring  products  si 
kids'  clothing  and  bath  and  bedroc 
cessories.  "We  found  that  specialty 
logs  fetch  a  better  response,"  says 
lotte  LaComb,  a  Lands'  End  si 
woman.  "The  bigger  the  book,  th 
productive  it  is."  Sharper  Image 
has  cut  down  on  stereos  and  othe 
margin  electronics. 
DRAMATIC  STEP.  The  boom  in  TV 
shopping  hasn't  gone  unnoticed,  ( 
Many  catalogers  are  pressing  intc 
tronic  retailing.  "TV  shopping  is  too  Jlj 
medium  for  the  companies  to  ig 
says  consultant  Richard  Grunsten, 
ident  of  GSF  Marketing  Services.  1 
ing  in  November,  Sharper  Imagii 
sell  items  from  its  catalog  on  QV( 
work.  Lands'  End  and  Spiegel  ar 
mulling  moves  into  TV. 

J.  C.  Penney  may  take  an  even 
dramatic  step.  This  month,  it  will 
testing  a  satellite  video  service 
which  customers  can  shop  at 
by  pressing  buttons  on  th 
CjlTm  remote  controls. 

CI*au°GS     %  William  E.  McG 
55*0  Up      J  president  of  Pere 
catalog  division:! 
want  to  be  reaft 
go  in  whatever  lo- 
tion the  consumer  » 
So  even  without  thil 
B<  i(  »k,  catalog-shopping 
should   have  plenl1 
keep  them  busy.  H 
By  Sunita  Wad 
Bhargava  in  New  % 
with  Stephanie  Anctfi 
Forest  in  Dallas  andfo 
Therrien  in  Chicago 
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fouVe  improved  product  quality,  invested  in 
lew  technology,  even  lowered  your  prices... 


3o  why  is  the  competition  gaining  on  you? 


A  critical  element  may  he  missing  from  your 
impetitive  strategy  —  a  focus  on  your  relation- 
ips  with  your  customers. 

In  a  world  of  parity  products  and  services,  the 
lality  of  your  customer  relationships  may  he  the 
tly  thing  that  can  set  you  apart. 

The  key  question:  How  do  you  ensure  that  your 
:ople  who  interact  with  customers  have  the  skills 
'.ey  need  to  build  and  maintain  lasting  partner- 
dps  with  them? 

The  very  survival  of  your  company  depends  on 
'.e  answer  to  that  question.  And  we  can  help  you. 

We're  Learning  International,  the  world's 
ading  training  company  dedicated  to  strength- 
ling  our  clients'  performance  with  their  cus- 
•mers.  For  more  than  30  years,  we've  been  helping 
>.e  world's  most  successful  organizations  to  out- 
stance  the  competition. 

We  provide  market-tested  training  programs  — 


including  our  new  Quality  Service  Skills  system  - 
for  customer-contact  professionals.  Training  that 
will  help  make  every  customer  interaction  count. 

Training  that  will  help  your  people  develop 
the  skills  needed  to  win  new  business  —  and  build 
customer  loyalty. 

Training  that  will  help  you  not  only  achieve  a 
competitive  advantage,  but  sustain  it.  In  a  word, 
training  that  gets  results. 

It  you'd  like  to  learn  more  about  the  Quality 
Service  Skills  system,  or  to  obtain  a  copy  of  our 
white  paper,  Lessons  From  Top  Service 
Providers,  call  or  write  today. 

Learning  International 
225  High  Ridge  Road 
Stamford,  CT  06905 
1-800-456-9390, 
extension  62 


Learning 

INTERNATIONAL 
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IESKY  MAY  BE  GONE, 
IT  NOT  HIS  GAME 


:  cheaters  are  still  busy,  often  taking  advantage  of  bad  news 


i  Boesky,  Dennis  Levine,  and  Mi- 
el  Milken  are  names  synonymous 
h  the  insider-trading  scandals  of 
10s.  All  three  paid  for  their  crimes 
government  set  out  to  make  ex- 
i  of  them.  In  the  wake  of  such 
!tand  prosecutions,  you  might 
he  days  of  insider  trading  would 
ied  down.  After  all,  mergers  and 
tions  have  slowed  to  a  trickle, 
ng  few  opportunities  to  make  a 
ack.  In  fact,  insider  trading  is 
g- 

number  of  insider-trading  cases 
t  by  the  Securities  &  Exchange 
ssion  has  remained  surprisingly 
it,  with  the  sec  filing  more  cases 
I  than  it  did  in  1986,  the  year 

■  was  bagged.  And  SEC  officials, 
itors,  and  defense  lawyers  say  a 
If  new  insider-trading  probes  has 
y  emerged.  "The  large  sums  of 

invested  in  the  markets  today, 
iv  with  the  high  number  of  new 

provide  a  great  incentive  for  fi- 

crimes,"  says  Kenneth  J.  Via- 
:ting  chief  of  the  securities-fraud 

the  U.  S.  Attorney's  Office  in  the 
rn  District  of  New  York, 
these  days,  the  SEC's  typical  tar- 
not  a  professional  investor.  It  is 
ften  a  corporate  insider  engaged 
ce-in-a-lifetime  trade.  And  instead 
ing  stock  purchases  on  positive 
ite  data,  such  as  mergers,  today's 

are  more  likely  to  trade  on  ad- 
msiness  news.  "As  the  M&A  boom 

down,  the  recession  wound  in," 
lomas  C.  Newkirk,  the  SEC's  asso- 
irector  of  enforcement.  Newkirk 
tes  that  about  a  third  of  insider- 
I  investigations  now  involve  bad- 
rades. 

iumbers.  A  spate  of  these  cases 
en  brought  in  the  past  year.  In 
he  SEC  charged  Ratilal  Patel,  a 

■  officer  of  Par  Pharmaceutical 
ith  selling  stock  to  avoid  $450,000 
;s.  The  SEC  claims  that  Patel,  who 
nied  wrongdoing,  knew  the  com- 
nflated  its  financial  health.  A 
before,  the  SEC  accused  four  for- 
ficers  of  Financial  News  Network 
xaggerating  the  network's  reve- 
nd  pretax  income.  One  of  the  de- 


fendants was  also  charged  with  insider- 
trading  because  he  allegedly  sold  stock 
based  on  knowledge  of  the  falsified  fi- 
nancial reports.  And  last  December,  a 
manager  at  Applied  Biosystems  Inc.  set- 
tled SEC  charges  that  he  sold  company 
stock  prior  to  an  announcement  of  poor 
earnings. 

While  bad-news  cases  proliferate,  so- 
called  good-news  cases  still  pop  up.  Per- 
haps the  highest-profile  of  these  is  the 
government's  current 
inquiry  into  a  high- 
society  insider-trad- 
ing ring  headed  by 
Edward  R.  Downe 
Jr.,  the  husband  of 
automobile  heiress 
Charlotte  Ford.  Pros- 
ecutors allege  that 
Downe,  who  pleaded 
guilty  to  two  crimi- 
nal counts,  swapped 
nonpublic  information 
about  various  compa- 
nies with  wealthy 
friends,  many  of 
whom  had  positions 
on  corporate  boards. 
Among  the  other  six 
alleged  members  of 
the  so-called  South- 
ampton insider-trad- 
ing ring  are  Martin 
Revson,  brother  of 
Revlon  Inc.'s  co- 
founder,  and  Fred 
Sullivan,  former  chief 
executive  of  Kidde 
Inc.  Revson  has  de- 
nied the  allegations. 
Sullivan  settled  with  the  SEC  for  $58,000. 

Part  of  the  reason  the  SEC  is  so  busy 
with  insider-trading  claims  is  increased 
vigilance  in  the  private  sector.  Exchang- 
es and  brokerage  houses  have  upgraded 
their  computer  systems  to  detect  suspi- 
cious transactions  more  accurately.  The 
New  York  Stock  Exchange  boasts  that 
80%  of  its  investigations  yield  some  type 
of  securities  violation.  At  the  National 
Association  of  Securities  Dealers,  the 
number  of  insider-trading  cases  referred 
to  the  SEC  has  jumped  from  28  in  1992 
to  41  for  the  first  eight  months  of  1993. 


Improvements  at  the  exchanges  are 
mirrored  by  progress  elsewhere.  Egged 
on  by  laws  that  reward  them  for  taking 
preventative  measures,  investment 
banks,  brokerage  houses,  and  law  firms 
have  steadily  built  up  internal  safe- 
guards. "The  whole  lesson  of  deterrence 
in  the  white-collar  context  is  to  create 
incentives  for  firms  to  police  them- 
selves," says  John  Carroll,  the  lead  pros- 
ecutor in  the  Milken  case. 

At  New  York-based  Skadden,  Arps, 
Slate,  Meagher  &  Flom,  a  law  firm  that 
has  been  rocked  by  insider-trading  prob- 
lems, code  names  are  used  to  protect 
particularly  sensitive  transactions.  New 
hires  must  view  a  videotape  about  insid- 
er trading  before  starting  work.  And 
yearly,  they  must  sign  a  statement  af- 
firming Skadden  Arps's  rules  about  pro- 
prietary information.  At  Dean  Witter 
Reynolds  Inc.,  the  chairman  last  year 
ordered  the  company's  policy  on  insider 
trading  to  be  reiter- 
ated to  all  employ- 
ees, recalls  Richard 
Sheehan,  a  Dean 
Witter  assistant  gen- 
eral counsel.  "Regu- 
lators come  down 
very  hard  on  you" 
for  failing  to  comply, 
notes  Theodore  Le- 
vine, general  counsel 
for  PaineWebber 
Group  Inc. 
sexy  stuff.  Aside 
from  added  vigilance, 
there  may  be  a  more 
basic  reason  behind 
the  ongoing  promi- 
nence of  insider-trad- 
ing cases:  They're 
sexy.  "These  cases 
are  the  stuff  of 
novels  and  movies," 
says  defense  lawyer 
Harvey  Pitt.  That, 
say  Pitt  and  other 
critics,  sometimes 
tempts  prosecutors 
to  bring  cases  of 
questionable  merit, 
such  as  ones  against  individuals  far  re- 
moved from  the  source  of  nonpublic  in- 
formation. Prosecutors  dispute  this 
charge.  "We  pursue  cases  where  there  is 
the  greatest  public  interest,  not  because 
something  is  juicy,"  says  Carmen  J.  Law- 
rence, senior  associate  regional  director 
in  the  SEC's  New  York  office.  While  Law- 
rence and  other  prosecutors  brag  about 
their  successes,  they  admit  that  more 
needs  to  be  done.  Even  with  better  sur- 
veillance, they  continually  wonder  about 
the  Boeskys  and  Milkens  that  got  away. 
By  Linda  Himelstein  in  New  York 
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Banking 


GETTING  SOAKED 

BY  SOARING  BANK  FEES? 


ot  so  long  ago.  banks 
gave  away  color  TVs 
to  entice  depositors  to 
open  accounts.  Now,  you  prac- 
tically have  to  offer  the  bank 
an  incentive  to  take  your 
money.  Despite  record  earn- 
ings, banks  keep  cranking  up 
fees  on  accounts  and  depositor 
services.  In  addition  to  the 
old  standbys,  such  as  increas- 
ing charges  for  money  orders 
or  requiring  higher  min- 
imums    for  no-fee 
checking,  some  in- 
stitutions have  de-  if 
vised  creative 
new  ways  to  i 
build  fee  in-  ' 

come— from  charging  custom- 
ers for  talking  to  a  live  repre- 
sentative to  passing  on  part 
of  the  cost  of  protection  pro- 
vided by  the  Federal  Deposit 
Insurance  Corp.  IFDIC 

Bank  fees  have  been  mov- 
ing up  sharply  for  the  past 
few  years.  The  cost  of  an  av- 
erage account  rose  from 
$155.30  in  1990  to  $184.16  in 
1993,  according  to  a  study  is- 
sued this  summer  by  the  Con- 
sumer Federation  of  America 
and  the  U.S.  Public  Interest 
Research  Group  (USPIRG).  The 
18.5%  increase  was  nearly 
twice  the  rate  of  inflation. 
wide  range.  Banks  raised 
fees  even  though  their  profits 
soared  79%,  to  S32.2  billion, 
in  1992  over  1991.  Meanwhile, 
the  average  annual  interest 
they  paid  on  accounts  fell 
63%,  to  less  than  3%.  Accord- 
ing to  the  study,  California, 
District  of  Columbia,  Florida, 
New  York,  and  Texas  have 
the  highest  fees.  States  with 
the  lowest  include  North  Car- 
olina. Oregon,  Vermont.  Vir- 
ginia, and  Washington. 

At  the  high  end  is  S27.50 
for  a  bounced  check  or  stop 
payment— almost  S10  above 
the  national  average— at  First 
Union  National  Bank  of  Flori- 


da and  Barnett  Bank  of  Talla- 
hassee. Fleet  Bank  in  New 
England  and  Barnett  Bank 
charge  S3  and  $5,  respective- 
ly, to  transfer  funds  automat- 
ically from  your  savings  ac- 
count to  cover  a  checking 
overdraft.  Most  banks  now 
routinelv  assess  customers  for 


using  "foreign"  automated  tell- 
er machines  (those  not  owned 
by  the  banki.  They  take  in 
about  SI  per  transaction,  but 
San  Francisco's  Wells  Fargo 
charges  up  to  S3,  depending 
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on  how  much  you  witl 
Then,  there  are  invl 
new  levies:  You  have  I 
$2  for  calling  a  hunl 
First  Chicago  if  your  qil 
or   transaction  couldl 
been  handled  by  its  Ba 
Phone  service  instead. 
Francisco-based  Wells 
the  first  three  calls  in  a 
ment  period  to  the  2' 
customer-service  line  ar 
after  that,  each  inquh 
to    an  agent 
b  $1.50;  to  a  m; 
'  50C.  "Emplo} 
human 
costs 

 than 

some  automated  equip 
explains  Wells  Fargo  s 
person  Lorna  Dubet. 
pricing  decisions  refle 
value  the  customer  re  ! 
from  the  service." 

"MORE  HONEST  ?  And 

banks— primarily  i 
Southeast— are  makin 
tomers  help  underwri 
cost  of  FDIC  insurance 
Tennessee  in  Memph: 
AmSouth  in  Birmin 
Ala.,  charge  IK  a  ye; 
every  $100  to  go  towar 
insurance.  So  a  $1,000 
would  cost  IOC  a 
S  100,000  would  cost  ab 
a  month.  "To  us,  thi 
more  honest  and  up 
than  raising  monthly  s 
fees,"  says  Anna  Gi 
First  Tennessee's  mar 
vice-president.  "The  ct 
er  only  has  to  pay  his  s 
More  depositors  ar 
shelling  out  for  the  pri 
of  getting  canceled  che( 
turned  with  their  bank 
ments  (about  $2),  closi 
account  within  a  certaii 
od  of  time  ($10-825), 
ting  an  account  lie  do 
up  to  $12.50  a  month 
many  banks  won't  pa 
credited  interest  if  you 
to  close  vour  account 
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of  an  interest  cycle, 
best  antidote  to  most 
e  fees  is  to  keep  a  min- 
balance-usually  $1,500 
tOO — on  deposit.  If  you 
afford  to  leave  that 
on  hold,  you're  out  of 
'Fees  are  waived  for 
otrocks,  while  the  less 
t  person  gets  hit,"  says 
,  Heady,  publisher  of 
nk  Rate  Monitor. 
sumer  advocates  are 
1  legislation  to  control 
3es.  Some  states,  such 
v  Jersey,  already  re- 
>anks  to  offer  at  least 
d  of  account  with  basic 
1  at  cost.  Meanwhile, 
ght  want  to  pore  over 
ink  statement— and  pay 
>n  to  the  "stuffers"  that 
vith  it— to  assess  how 
ou're  paying. 
tINT.  Thanks  to  the  re- 
enacted  truth-in-savings 
inks  must  disclose  all 

accounts  and  calculate 
,  in  a  standardized  way 


so  it's  comparable  from  one 
institution  to  another.  Ask 
prospective  banks  for  fee  in- 
formation in  writing  so  you 
can  compare  accounts.  "Once 
the  consumers  get  the  disclo- 
sure statement,  it's  important 
to  raise  questions  about  any- 
thing you  don't  understand," 
says  Gail  Lieberman,  editor 
of  The  Bank  Rate  Monitor. 
"Ask  what  they  mean  by 
'transaction.'  Does  it  include 
checks,  ATMs,  and  deposits?" 

If  you  want  to  switch 
banks,  "look  for  totally  free 
checking,"  says  Ed  Mierzwin- 
ski,  director  of  USPIRG.  "One 
out  of  20  banks  offers  it— gen- 
erally the  smaller  banks  in 
the  smaller  markets."  Credit 
unions  often  offer  better  deals 
as  well.  Many  don't  have  min- 
imum-balance requirements, 
yet  pay  higher  interest  on 
savings  and  throw  in  such 
services  as  traveler's  checks 
and  foreign  ATM  use  for  free. 

The  two  most  important 


things  to  look  for  in  an  ac- 
count are  a  high  annual  per- 
centage yield  and  a  low  mini- 
mum balance  to  avoid  fees, 
says  Kent  Brunette,  co-author 
of  Money  in  the  Bank:  How  to 
Get  the  Most  Out  of  Your 
Banking  Dollar  ($9.95,  Put- 
nam). The  best  interest  rates 
are  compounded  continuously 
or  daily.  Avoid  quarterly  com- 
pounding, the  book  explains: 
It  pays  0.4%  less  than  contin- 
uous or  daily. 

Relationship,  or  linked,  ac- 
counts can  ensure  that  you 
don't  sink  below  the  mini- 
mum. But  beware:  If  part  of 


an  individual  retirement  ac- 
count is  invested  in  securities, 
which  are  not  FDIC  insured, 
that  part  may  not  be  counted 
toward  your  minimum  bal- 
ance. Also,  be  sure  to  get 
overdraft  protection.  Most 
banks  offer  credit  lines  to  cov- 
er the  occasional  bounced 
check.  Interest  is  around  18%, 
but  it's  bound  to  be  cheaper 
than  coughing  up  $27  a  check. 
flat  is  better.  Interest-bear- 
ing checking  accounts  usual- 
ly have  higher  minimums 
than  regular  checking— and 
higher  fees  if  you  don't  make 
the  balance.  But  if  you  want  a 
regular  checking  account  in- 
stead, the  ones  with  a  flat 
rate  and  no  per-check  charges 
are  usually  cheapest. 

It  may  well  take  more 
work  on  your  part,  but  it 
pays  to  be  vigilant  about 
these  sneaky  little  fees.  Af- 
ter all,  you  don't  want  your 
bank  to  nickel  and  dime  away 
your  savings.         Pam  Black 


prospect  of  owning 
ir  home  outright  in  15 
instead  of  30,  is  an  al- 
one. And  with  the 
:ollege  tuition  costs  or 
etirement  looming  just 
the  horizon,  saving 
by  paying  down  your 
age  faster  seems  like 
m  better  idea.  That's 
third  of  the  holders  of 
r  mortgages  are  choos- 
-year  loans  when  they 
ice. 

if  you  are  going  to  use 
3ar  mortgage  as  a  sav- 
ehicle,  you  should  ask 
i\f:  Is  this  really  the 
se  of  my  money? 
lost  people,  the 
payments  on 
year  mortgage 
ot  small.  On  a 
00  loan  at  6.5%, 
ter-tax  outlay  in 
■st  year  is  about 
more  than  on  a 
r  note  at  7%,  as- 
5  a  40%  marginal 
ite.  This  differ- 
rises  to  about 
0  by  year  10. 
61  IN.  The  higher 
|  ly  outlays  of  a  15- 
|  mortgage  com- 
i  with  a  30-year 
thought  of  as  an 
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Smart  Money 

DON'T  JUMP  TOO  FAST 

FOR  THAT  15-YEAR  MORTGAGE 


investment.  Bigger  payments 
reduce  the  outstanding  loan 
balance,  and  hence  cut  your 
interest  costs.  If  the  15-year 
loan  requires  you  to  lay  out 
$7,500  more  in  the  first  year 
than  the  30-year  mortgage, 
that's  money  on  which  you 
don't  have  to  pay  6.5%  mort- 
gage interest.  It's  as  if  you 


IS  A  15-YEAR  MORTGAGE 
A  GOOD  INVESTMENT? 


ADVANTAGES 


►  Carries  a  lower  interest  rate  than  a 
30-year  mortgage 

►  Enforces  savings  discipline 

►  Earns  high  rate  of  return  compared 
with  today's  CDs 


DISADVANTAGES 


►  Reduces  funds  for  equities,  which 
pay  higher  returns  long-term 

►  Limits  ability  to  shift  investments  if 
inflation  and  interest  rates  rise 

►  Locks  homeowner  into  high  princi- 
pal payments  even  if  personal  finan- 
cial needs  change 

DATA:  BUSINESS  WEEK 


took  that  $7,500  and  put  it 
in  a  savings  account  earning 
6.5%  interest.  That's  certain- 
ly an  attractive  deal  in  to- 
day's markets,  where  a  five- 
year  certificate  of  deposit 
yields  at  the  most  just  5%. 

But  there  are  some  real 
disadvantages  to  investing 
your  hard-earned  money  in 
a  shorter-term  mort- 
gage. For  one,  unlike 
mutual  funds  or  most 
other  investments, 
you're  locked  into  mak- 
ing payments  no  mat- 
ter what  happens. 
"You're  reducing  your 
financial  flexibility," 
says  Mark  Zandi,  a 
housing  economist  at 
Regional  Financial  As- 
sociates in  West  Ches- 
ter, Pa.  "You  need  to 
make  sure  you  have  a 
sufficient  cushion  of 
savings  in  case  you  or 
your  spouse  becomes 
unemployed." 


Moreover,  a  guaranteed 
6.5%  return  may  seem  inade- 
quate in  a  few  years.  If  inter- 
est rates  rise,  you  may  wish 
you  had  more  money  avail- 
able to  invest  in  a  high-pay- 
ing CD  or  money-market 
fund. 

DIVERSIFY.  If  you  want  to 
boost  your  savings  rate,  one 
alternative  is  to  take  out  a 
30-year  mortgage  instead  of  a 
15-year  loan  and  invest  the 
difference  in  payments  in  mu- 
tual funds  or  other  financial 
assets.  This  strategy,  while 
riskier,  may  have  a  higher 
payoff:  The  historic  return 
on  stocks,  for  example,  is 
about  10%.  And  this  sort  of 
diversification  makes  a  lot  of 
sense  if  you  have  most  of 
your  assets  in  real  estate,  as 
many  people  do. 

After  all  that,  if  the  6.5% 
return  on  paying  off  your 
debt  faster  still  looks  attrac- 
tive, you  can  send  in  bigger- 
than-necessary  payments  on 
your  30-year  mortgage.  That 
has  much  the  same  results 
as  taking  out  a  shorter-term 
mortgage,  while  still  preserv- 
ing flexibility.  At  a  time 
when  no  one  knows  where 
the  economy  is  going,  that's 
a  real  plus.        Mike  Mandel 
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Suggy  Chrai,  director  of 
pharmaceutical  technol- 
ogy for  North  America 
at  Bristol-Myers  Squibb  in 
New  Brunswick,  N.  J.,  is  sit- 
ting before  a  video  camera, 
repeating  words  such  as 
"management,"  "industry,"  and 
"chairperson"  until  he  gets 
them  right.  It  isn't  easy 
Chrai  emigrated  from 
India  almost  25 
years  ago  and  still 
feels  frustrated  when 
he  is  misunderstood 
because  of  his  accent. 
With  the  help  of  speech 
consultant  Laura  Dar- 
ius, president  of  Cor- 
porate Communication 
Skills  International  in 
New  York,  he  is  mod- 
ifying his  pronuncia- 
tion and  putting  the 
polish  on  his  presen- 
tations at  work. 

Chrai.  45,  is  one  of 
thousands  of  professionals 
who  have  called  upon  accent- 
reduction  specialists  to  en- 
hance their  communication 
skills.  Employees  with  heavy 
foreign  or  regional  accents 
complain  they  are  misunder- 
stood frequently.  Others  feel 
colleagues  pay  more  attention 
to  how  they  speak  than  to 
what  they  say.  Sometimes, 
situations  can  be  humiliating. 
Take  the  Spanish-born  profes- 
sor, thrilled  with  his  new  job 
at  Yale  University,  who  told 
everyone  he  was  "spending 
the  semester  in  Jale." 

DRAWL    WITHDRAWAL.  For 

some,  losing  an  accent  can 
mean  winning  a  job.  New 
York  Speech  Improvement 
Services  (212  242-84:351  had  a 
client  who  said  he  was  denied 
a  promotion  from  his  job  as 
supermarket  division  manager 
because  of  his  Puerto  Rican 
accent.  After  four  months  of 
training  with  Director  Sam 
Chwat,  the  manager  was  pro- 
moted to  vice-president.  Other 
immigrants,  passed  over  on 
the  job  ladder  for  similar  rea- 
sons, have  sought  relief  in  the 


Education 


A  VON-VAY  TICKET 
FOR  ACCENTS 


NEED  AN  ACCENT  MAKE-OVER? 


AMERICAN  SPEECH-LANGUAGE  & 
HEARING  ASSN.  800  638-8255 
Provides  free  referrals  to  state- 
licensed  and  ASHA-certified 
speech  pathologists 

BREAKING  THE  ACCENT  BARRIER 

800  753-1016 

$59.95  for  60-minute  videotape 
with  drill  sheets 

CORPORATE  COMMUNICATION 
SKILLS  INTERNATIONAL  21 2  626-6688 

$1  75-S250  per  hour  for  private 
lessons.  Caters  to  professional 
clientele  on-site  or  away  from 
the  office  in  the  New  York  City 
metropolitan  area 


HOW  TO  CONTROL  YOUR  SOUTHERN 
ACCENT  803  250-8157 
Group  lessons  at  Greenville 
Technical  College,  Greenville, 
S.C.  $58  for  6  sessions 

INSTITUTE  OF  LANGUAGE  AND 
PHONOLOGY,  SAN  FRANCISCO 

415  777-2334 

Referrals  to  speech  pathologists 
nationwide  who  specialize  in 
accent-reduction  therapy 

SPEAKING  WITHOUT  AN  ACCENT 

800  753-1016 

$1 6.95  for  audiocassette  and 
manual.  Each  cassette  focuses 
on  a  different  regional  accent 
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legal  system.  Yet  while  the 
number  of  bias  suits  against 
employers  for  language  dis- 
crimination is  growing,  few 
courts  have  upheld  the  claims 
(BW-June  21). 

Professionals  looking  to 
"tawk  less  Noo  Yawk,"  lose  a 
southern  drawl,  or  tone  down 
a  heavy  foreign  accent  may 
seek  the  services  of  speech 


pathologists  or  consultants. 
Private  lessons  run  on  aver- 
age one  hour  per  week  for  10 
to  15  weeks  and  cost  up  to 
$250  an  hour.  Group  lessons 
and  community-college  courses 
can  be  less  intensive  but  usu- 
ally offer  better  rates  and  a 
great  deal  of  peer  support.  At 
Greenville  Technical  College 
in  South  Carolina,  more  than 


100  students  have  coni 
the  six-session  "How  tl 
trol  Your  Southern  Ad 
course. 

Most  accent-reductk 
grams  include  lesso 
enunciation,  pronunc 
and  sometimes  dictior 
dents  read  from 
sheets,  then  imit 
instructor  on  ai 
videotape  for 
at  home.  Som 
grams  specia 
business  ex< 
with  vocabular 
is  specific  to  a 
profession. 

Because  of  thei 
for  effective  con 
cators,  companie 
foot  the  bill  for 
reduction  pro£ 
sometimes  held 
When  Chrai  apprc 
the  human-resources  d 
at  Bristol-Myers  Squi 
help  with  his  accent, 
rector  found  a  speciali 
got  the  company  to  p 
training.  "It  helps  the 
ny  if  good  ideas  are  mo: 
ily  communicated.  We 
want  brain  power  dimi 
by  an  inability  to  get 
thoughts  across,"  says 
Stinson,  a  spokespersi 
American  Telephone  & 
graph,  which  has  a  s 
program. 

The  American  Speec 
guage    &  Hearing 
(ASHA)  offers  free  refe 
state-licensed  and  ash 
tied     speech  pathol 
Check  colleges  for  cour 
ten  offered  through  a 
department  or  continui 
ucation  program. 

Experts  are  careful 
phasize  that  accent  redu 
not  meant  to  remove  all 
of  one's  native  speech  pa 
As  Diane  Paul-Brown, 
director  of  speech-Ian. 
pathology,  explains:  "Theo 
is  improving  communion 
not  eliminating  accents.? 
fessor  Henry  Higgins  H 
approve.        Rochelle  Sw 


Worth  Noting 

8  HEALTHY  HEART.  The  Arizona 
Heart  Institute  &  Founda- 
tion's Heart-Healthy  Lessons 
For  Children   teaches  kids 


about  how  the  heart  works 
and  the  dangers  of  excess 
cholesterol  and  fat.  The  guide- 
book, which  includes  puzzles 
and  recipes,  costs  $25.  A 
"Smart  Heart"  video  is  $10. 
Call  800  345-4278. 


■  DRY  VACATION.  Recovering 
alcoholics  who  want  to  get 
away— without  missing  Alco- 
holics Anonymous  meetings- 
can  choose  a  package  that  in- 
corporates counseling  into 
activities.  Sober  Vacations  In- 


ternational (800  SOBER  C 
takes  over  Club  Med  re« 
Go  For  It  New  Vacatics 
Recovery  (800  854-8224)0 
nizes  Caribbean  cruise:  i 
briety  Adventures  i20fS 
2414)  runs  Idaho  rafting  tl 
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Not  all  hotel  amenities 
are  found  in  a  marble 
bath.  At  least  not  in  The  Pinnacle  Suites  at 
the  RIHGA  Royal  Hotel. 

For  example,  we  offer  a  cellular  phone  and 
fax  machine,  each  with  its  own  private  line. 
When  you're  away  from  your  suite,  calls 
forward  to  your  cellular  phone,  then  to  our 
hotel  operator.  So  you  never  miss  a  message. 

To  let  your  associates  know  your  address, 
phone  and  fax  numbers,  we  also  provide 


private  line,  cellular  phone 
md  personal  fax.  A  slight 
mprovement  over  the  free 
;hampoo  and  shoe  buffers. 


you  with  personalized  business  cards.  And  for 
your  convenience,  check-in  and  check-out 
are  arranged  from  the  comfort  or  your  suite, 
which  features  a  bedroom  and  living  room  separated  by 


mirrored  French  doors,  as  well  as  a  large- 
marble  bath  with  separate  tub  and  shower. 

c  .    .  I  » 

From  our  intimate 

piano  lounge  to  our  private 

health  club,  the  RIHGA  Royal  is  designed 

to  make  you  forget  you  are  staving  at 

a  hotel  at  all.  So  it  vou  place  a  higher  value 

on  performance  than  on  pretense,  now 

vou  have  a  hotel  to  call  vour  own. 


(II) 


RIHGA  ROY  A  L  HOTEL* 
N  E  W  YORK 


151   West  54th  Street,  New  York,  New  York  10019  Toll  Free:  8  00-937-5454 
(USA        Canada;  RIHGA-Royal  International  Hotel  Croup  Associates 
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The  recent  gold  market 
rally  has  rekindled  inter- 
est in  coin  investing. 
Sales  of  American  Eagles  and 
other  gold-bullion  coins,  mod- 
ern issues  valued  primarily 
for  precious-metal  content,  are 
at  their  best  levels  in  six 
years.  And  you  may  have  no- 
ticed the  increase  in  adver- 
tisements for  coins  both  old 
and  new,  urging  in 
vestors  to  get 
on  a  "moder 
gold  rush." 

So  do 
gold  coins 
belong  in 
your  invest- 
ment portfo- 
lio? "T 
bounce  in 
prices  is  bringing  com 
dealers   out   of  the 
woodwork,"  says 
Madeline  Noveck,  a 
New   York  financial 
planner.  "But  products 
come  to  market  when 
they  can  be  sold,  not 
necessarily  when  they 
are  good  investments." 
Noveck  and  many  oth- 
er  advisei's  believe 
gold-mining  stocks  and 
precious-metals  mutu- 
al funds  are  funda- 
mentally better  ways 
to  play  the  gold  mar- 
ket than  coins.  "For 
investment  purposes, 
you  need  to  be  able  to 
sell    easily,  and 
there    isn't  as 
much  liquidity  in 
the  physical  gold 
market,"  sht 
notes. 

SCAM  TARGET.  However,  those 
willing  to  do  their  homework 
can  find  bargains  among  gold 
issues  from  earlier  eras  that 
are  prized  for  rarity  and  con- 
dition as  well  as  their  gold. 
Unlike  bullion  coins,  which 
have  always  been  a  favorite 
with  gold  bugs,  old  coins  were 
once  exclusively  a  collector's 
market.  That  changed  in  the 
late  1980s,  when  Wall  Street's 
limited  partnerships  snapped 
up  rare  issues,  driving  prices 
sky-high.  Values  later  plum- 
meted. But  today's  low  prices 
of  some  rare  U.  S.  gold  <  lins 
offer  newcomers  a  great  buy- 
ing opportunity,  .says  Scott 
Travers,  a  New  York  coin  bro- 


Collectibles 


POINTERS  ON 

PANNING  FOR  GOLD  COINS 


ker  and  author  of  The  Insid- 
er's Guide  To  U.S.  Coin  Val- 
ues ($4.99,  Dell  Publishing). 
Beginners  should  look  for 
■are  U.  S.  issues  whose 
gold  content  value  rep- 
resents roughly  half 
the  overall  price.  This 
way,  the  new  inves- 
tor won't  pay  too 
high  a  premium  for 
rarity  and  condition, 


PUBLICATIONS 
ABOUT  GOLD  COINS 


GOLD  AND  YOUR  PORTFOLIO 

Free  brochure,  World  Gold  Council,  . 
900  Third  Ave.,  New  York,  N.Y.  10022 


INVESTING  IN  RARE  COINS 

Free  brochure,  Federal  Trade 
Commission  and  The  American 
Numismatic  Assn.,  202  326-2222 


THE  CERTIFIED  COIN  DEALER 
NEWSLETTER 

$3.50  per  copy,  $99  for  one-year  • 
weekly  subscription,  Dept.  CCDn,  P.O. 
Box  7939,  Torrance,  Calif.  90504 


THE  COIN  COLLECTOR'S  SURVIVAL 
MANUAL 

By  Scott  A.  Travers,  $13.95,  Prentice- 
Hall  Press 
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which  are  difficult  for 
the  uninitiated  to 
judge,  Travers  says. 
Neophytes  should  also 
seek  coins  that  are  at  least 
50%  lower  than  their  1989 
peak  prices.  This  often  sug- 
gests the  coin  is  undervalued, 
and  thus  could  appreciate  sig- 
nificantly if  gold 
prices  resume  their 
rise.  For  instance, 
$20  gold  pieces  de- 
signed by  sculptor 
Augustus  Saint-( Gul- 
dens and  minted  be- 
tween 1907  and  19:;:! 
sold  recently  for 
$650.  That's  up 
about  $90  from  a 
year  ago,  thanks  to 
the  surge  in  gold 
prices  earlier  this 
year,  but  still  we 


below  the  $1,600 
the  coins  com- 
manded in  1989. 
If  gold  climbs  to 
$425  an  ounce  from 
its  recent  $370  price, 
these  coins  could  jump  to 
$850,  Travers  estimates. 
Avoid  coins  issued  in  years 
when  large  tpiantities  were 
made,  such  as  1924  Saint-Gau- 
dens  pieces.  They  have  less 
potential  to  go  up  in  price. 
BUYER  beware.  The  rare  coin 
market  is  volatile,  and  inves- 
tors should  read  books  on  col- 
lecting as  well  as  attend  coin 
shows  and  auctions 
before  making 
any  purchases. 
Another  prob- 
lem is  that  the 
market  is  un- 
regulated and 
thus  often  a  tar- 
get for  scams.  Be- 
fore plunking  down 
your  money,  check  with  the 
Federal  Trade  Commission 
(202  326-3303)  to  find  out 
whether  a  dealer  has  been 
charged  with  deception  or 
other  wrongdoing.  Travers 
also  suggests  sticking  to  U.  S. 
coins  graded  for  condition  and 
quality  by  one  of  the  two 
leading  grading  services,  Nu- 
mismatic Guaranty  Corp.  of 
America  or  Professional  Coin 
Grading  Service.  Coins  are 
graded  from  1  to  MS- 
70,  with  Ms  stand- 
ing for  "mint 
state,  for  those 
coins  that  have 
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BLOCK  AT  AN 


SOTHEBY'S 


never  entered  circull 
MS-63  is  usually  the  mi] 
investment  grade. 
Another  category 
sider  is  ancient  | 
Centuries-old 
Roman,  and 
tine  issues  a 
;   as  linked  to 
I  and  downs 
!  gold  market] 
with  today's! 
pressed  values! 
ins  abound  for 
tors  willing  to  hold  eo  | 
at  least  five  years,  say 
Walker,  a  coin  dealer 
Numismatics  in  Zurich 
A  good  place  to  tr 
hunt  may  be  at  Sotll 
which  is  auctioning  off 
maining  assets  of  the  i 
lion  Athena  Fund  II,  a 
partnership  created  by 
Lynch  in  1988  to  buy 
coins.  In  1992,  the  fu 
$2.2  million.  Sotheby's 
the  coins  at  a  two-pa 
tion  slated  for  Oct.  2 
Zurich  and  Dec.  9-10 
York.  Also  on  the  blo| 
coins  remaining  in  t 
million  Athena  Fund, 
limited  partnership  pr 
placed  in  1986.  About 
pieces  will  be  auction* 
most  ever  at  one  sali 
800  444-3709  for  infor: 
and  to  order  catalogs 
can  be  placed  in  advai 
phone  or  mail. 

Because  there  will 
minimum  bids,  "savvy 
will  have  a  chance  to 
some  real  bargains," 
says.  A  deep-pockete 
buff  might  consider  t 
of  the  bunch:  one  of  tw 
ing  gold  coins 
\y  Brutus  aro 
B.C.  to  co 
orate  Juli 
sar's  deat 
coin,  kn 
the  "Id 
March," 
pected  t 
'$250,000, 
mum,  less  th 
of  what  it  sol 
1990.  The 
can  only  hop 
being  wary 
Ides  of  Marc 
as  crucial  in 
coin  market 
was  to  Julius 
Susan  Sc/rj 

PERSONAM 


rr 
the  Met. 
See  the 
World. 


'ersonal  Business 


The  twin  spires  of  New 
York's  World  Trade  Cen- 
ter are  shimmering  nee- 
dles on  the  horizon  as  we  exit 
the  Saugatuck  River  and  head 
for  the  deeper  water  of  Long 
Island  Sound.  Our  destination 
is  the  Norwalk  Islands,  a  fish- 
ery just  a  stone's  throw  from 
the  bedroom  towns  of  West- 
port  and  Darien,  Conn.  The 
five  small  islands  offer  the 
shallows,  rips,  sandbars,  and 
waving  stands  of  salt  grass 
that  attract  feeding  striped 
bass  and  bluefish  from  spring 
to  late  fall.  But  it's  only  in 
the  past  few  years  that 
they've  become  a  fly- 
fishing mecca. 

As  a  Connecticut 
local.  I'm  no  stranger 
to  the  Sound.  I  had 
taken  scores  of  blues 
and  bottom  fish  and 
an  occasional  bass  from  it  as  a 
youth.  But  no  one  ever 
showed  up  with  a  fly  rod,  un- 
less to  practice  for  stream 
casting.  Real  striper  fisher- 
men worked  the  heavy  surf 
off  Rhode  Island  and  Cape 
Cod,  flailing  with  10-foot  rods. 

LIGHT  GEAR.  On  this  trip, 
we're  using  an  18-foot  Hewes 
Redfisher,  a  popular  Florida 
Keys  boat  about  as  likely  in 
New  England  as  a  barracuda 
in  Alaska.  We've  got  four  fly 
rods  on  board  to  handle  lines 
classified  from  6-  to  9-weight, 
an  assortment  of  flies  fur- 
nished by  our  guide,  Jeff 
Northrop,  and  a  cooler  stowed 
under  the  hatch.  With  no 
tackle  boxes,  bait  buckets,  or 
heavy  rods,  it's  the  least  en- 
cumbered saltwater  fishing 
I've  ever  seen. 


Abruptly,  Northrop  veers 
the  boat  sharply  to  the  left 
and  guns  it  down  the  coast. 
We're  bypassing  the  islands 
to  look  for  a  rock.  I  can't  see 
anything  special  in  the  light 
chop,  but  our  guide  throttles 
down  where  gulls  are  bobbing 
around  a  break  in  the  wave 
pattern.  I'm  supposed  to  drop 
the  fly  past  the  rock,  but  I 
botch  the  first  casts  so  badly 
we  might  as  well  be  fishing 
from  a  pier.  Unlike  stream 
fishing,  saltwater  fly  casts 
need  scope.  They  should  be 
HO  feet  or  longer  and  the  re- 
trieve of  the  line,  or  strip, 
should  be  fast  and 
steady  to  keep  the 


INSHORE  PRIZE: 


(RIGHT)  AND  HIS 
GUIDE  WITH  A 
STRIPED  BASS 


water.  Suddenly,  the  rod  tip 
shudders,  and  we've  got  a 
thrashing  19-inch  striper  on 
the  line.  With  a  trout-size  6- 
weight  rod,  it's  a  thrill  to 
bring  in  a  fish  this  size. 

In  the  next  30  minutes,  I 
land  two  more  stripers  of 
about  two  feet  each  and  miss 
strikes  on  five  others.  Then 
my  son  Mike,  with  no  fly-cast- 
ing experience,  connects  with 
a  30-inch,  16-pound  battler 
that  takes  17  minutes  to  land. 
His  fish  turns  out  to  be  the 
day's  prize.  An  ecstatic  North- 
rop stows  his  pole  and  drops 
anchor,  declaring:  "We're  in  a 
blitz."  We  have  settled  over 


hundi 


stripers  gorging 


bass  chasing  the  fly.  Switch- 
ing to  a  lighter  rod  with  line 
weighted  more  to  the  front 
improves  my  wimpy  throw, 
and  I'm  soon  in  a  crouch,  vig- 
orously stripping  line. 

We  hit  pay  dirt  about  '20 
minutes  later.  Northrop  has 
taken  us  into  a  cove  right  off 
Westport's  main  beach.  He  is 
poling  the  boat  like  a  gondo- 
lier into  less  than  a  foot  of 


on  small  sand  eels  that  have 
surfaced  with  the  tide  change. 

Our  fly.  an  epoxy  minnow 
with  large  pasted-on  eyes,  se- 
quins for  scales,  and  a  three- 
inch  white  streamer  for  a  tail, 
matches  the  bait  fish.  We've 
now  broken  all  the  surfer's 
striper  rules.  The  sun's  too 
bright,  the  tide  too  low,  and 
we're  so  close  to  shore  the 
motor  scrapes  bottom.  Yet 


within  the  next  two  i 
we'll  have  lifted  18  sj 
and  one  blue  from  thl 
urban  cove,  with  ni 
smaller  than  24  inch! 
take  pictures  but  rele;* 
fish.  Stripers  under  36| 
may  not  be  kept,  and  ij 
rop,  like  many  guide! 
barbless  hooks  to  redul 
ry  to  the  fish. 
NO  SURE  BET.  The  shall] 
ter  Keys  skiffs  have  I 
up  a  range  of  possibilil] 
flycasters  on  the  iij 
"Among  fly  fisherme|'- 
area  is  now  recognize 
world-class  fishery  for 
ers,  blues,  and  even  so 
nito,"  Northrop  says,  i 
through  November 
peak.  Guides  will  work 
months,  but  it's  prim; 
three- sea  son  sport,  wit 
action  resuming  in  M 
also  chancy.  Our  catc 
exceptional;  one  ca 
skunked. 

Northrop's  four-hour 
$375  for  two  out  of  Sal 
Flyfishing  Charters  in 
port   (203  226-1915). 
Gendron  offers  skiff  fishjg 
two  at  $250  a  day  til 
Connecticut  Island  Char| 
West  port     (203  221 
Guides  Tom  Shubat  anc 
Loecher  at  the  Comple 
gler  in  I  larien  (203  65,' 
charge  $150  for  a  h; 
shore-fishing  session.  II* 
like  to  read  up  on  sal? 
fly  fishing.  Inshore  Fly\ 
ing  by  Lou  Tabory  (Ly| 
Burford,  $32.95),  offers] 
background.  The  salts 
sport  is  as  addictive  ;[] 
casting  in  the  middle!' 
stream.  Bub  Dl 
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nformotion 
92 
80 

FEMSA  76 

Fiat  48 

Fingerhut  106E2 

.press  66,  74 

First  Boston  22,  66 

ririi  ^iiinjyo  luo 

First  Manhattan 

08 

isch  76 
iuter  102 
tie  74.96 

Consulting  74 

First  Tennessee  108 

First  Union  National 
Bank  108 

66 

Fleer  Bank  108 

4,  96,  110 

Ford  30,48,80 

i  66 

Fox  Broadcasting  44 

ply  106E2 

G 

Gaylord  Entertainment  90 
GE  50,66 

GE  Medical  Systems  34 
Gen  *ral  Dynamics  88 
General  Mills  42 
Geophysical  Survey 
Systems  85 

Giza  86 

GM  48,88,  102 

Grumman  88 
GSP  Marketing 

Services  106E2 
Guinness  76 
Gupta  92 

H 


Hallmark  Cards  90 
Hambrecht  &  Quist  77 
Hanover  Direct  106E2 
HarperCollins  44 
Harris  30,  80 
Heidrick  &  Struggles  66 
Hibbing  Electronics  36 
Hibbing  Taconite  36 
Hitachi  80 

Home  Nutritional  Services  77 
Honda  49 


IBM  11,44,66,74,92,  102 

Ice  Blast  International  85 
Informix  Software  92 
Intel  44 

in  66 


J.C.  Penney  106E2 
J. P.  Morgan  90 

K 


KDD  96 

Kemper  Financial  Services  39 

KeyCorp  38 

Kidder  Peabody  86 

Kirin  Brewery  76 

Kodak  66 

Korea  Telecom  96 


Ladenburg  Thalmann  39 
Lands'  End  106E2 
Lear  Siegler  66 
Lehman  Brothers  86 
Leo  Burnett  102 
Levi  Strauss  66 
Lintas  New  York  102 
L.L  Bean  106E2 
Lockheed  88 
Loral  88 

Lotus  Development  44 

M 


Martin  Marietta  88 
Mazda  49 

McCann-Erickson  102 
McCaw  Cellular 

Communications  96 
McDonnell  Douglas  88 
McGraw-Hill  28 
MCI  96 

McKinsey  66,  74 
Medi-Mail  90 
Medical  Care  America  77 
Medco  Containment 

Services  90 
Mercedes-Benz  48 
Mercer  Management  74 
Merck  90 

Merkley  Newman  Harty  102 
Merrill  Lynch  39,66,  110E2 
Microsoft  11,92 
Miller  Brewing  76 
Misr  Hotel  86 
Mitsui  Toatsu  Chemicals  85 
MMS  International  28 
Molson  Breweries  76 
Montgomery  Ward  106E2 
Morgan  Stanley  88 
Motorola  80 

N 


National  Steel  36 
Neus  44 

New  Hampton  106E2 
News  50 

Nippon  Telegraph  & 

Telephone  96 
Nissan  49 
Novell  92 

Numismatic  Guaranty  110E2 


Ogilvy  &  Mather  102 
Omnicom  Group  102 
Oncor  90 
Oracle  92 

Oscar  Gruss  &  Son  86 
Owens-Corning  85 

P 


PaineWebber  76,  88,  107 

PepsiCo  66,74 

Petrofina  85 

Peugot  49 

Philip  Morris  76 

Powersoft  92 

Procter  &  Gamble  66,  74 


Professional  Coin 
Grading  110E2 

Progressive  Asset 
Management  44 


QVC  Network  106E2 
R 


Raychem  66 
Raytheon  88 
Renault  48 
RJR  Nabisco  7 
Robinson-Humphrey  77 
Rockwell  International  88 


Saatchi  &  Saatchi  102 
Salomon  Brothers  66 
Saltwater  Flyfishing 

Charters  110E4 
Scientific-Atlanta  66 
Sears  106E2 
S.G.  Warburg  90 
Sharper  Image  106E2 
Shaw  Brothers  50 
Shearson  Lehman  Brothers  50 
Siemens  80 
Sigma  86 

Singapore  Broadcasting  50 
Singapore  Telecom  96 
Skadden  Arps  Slate  Meagher 

&  Flom  107 
Southwestern  Bell  38 
Spiegel  106E2 
Star  TV  50 
Suez  Cement  86 
Surgicare  77 
Sybase  92 
Syncordia  96 


Target  Stores  44 
Tele-Communications  66 
Templeton  Emerging  Markets 

Fund  86 
The  Nashville  Network  90 
Thomson  80 
Time  Warner  50 
Times  Mirror  66 
Toshiba  80 
Toyota  49,  102 
TRW  40 

Tsingtao  Brewery  76 
Turner  Broadcasting  50 
TVB  50 


UPS  7 

Utica  Enterprises  85 
V 


Vector  Securities 

International  90 
Video  Data  Services  44 
Volkswagen  48,  102 
Volvo  48 

w 


Wells  Fargo  22,  108 
Westinghouse  66 
Wharf  (Holdings)  50 
Worldsource  96 


Xerox  30 


The  Burning  Must  Stop. 
NOW! 


The  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2%  of  the  earth's  sur- 
face. Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

When  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke.  You'd  better  call  now. 


The  National 
Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 
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THANKS  FOR  ANOTHER  KILLER  COMPUTER  BOV 


THE  COMPUTER  MUSEUM 

WOULD  LIKE  TO  PUBLICLY  RECOGNIZE 
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;an  interest  rotes  go?  The 
cet  appeared  unstop- 
h  a  rally  that  helped  to 
ield  on  the  30-year  U.S. 
>ond  well  below  6%.  The 
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d  and  oil  prices,  signs 
or.  is  dead.  On  the  equi- 
ne Street,  investors  re- 
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STOCKS 

Sept.     Mar.     Sept.     Sept.  2-8 


BONDS 

Sept      Mar.     Sept      Sept  2-8 


THE  DOLLAR 

Sept.     Mar.     Sept.     Sept.  1-8 


52-week  change 
+9.7% 


Treasury  Index 


 450  13001 

1  -week  change  52-week  change 

-1.4%  +13.0% 


  1670  90 

~p  1660.56 





1  -week  change 
+2.0% 


1  -week  change 
-1.0% 
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T  ANALYSIS 


CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

IS  INDUSTRIALS 

OMPANIES  (S&P  MidCap  Index) 
WPANIES  (Russell  2000) 
INIES  (Russell  3000) 

3588.9 
170  0 
243.0 
263.6 

-1.5 
-2.5 
-1.7 
-1.5 

9.7 
18.0 

27.5 
12.6 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

3.02% 
5.86% 
2.73% 
23.6 

3.08% 
6.09% 
2.70% 
24.0 

2.98% 
7.26% 
2.97% 
24.5 

1  STOCKS 

Latest 

%  change  (Iota 
Week 

currency) 
52-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

448  5 

62.9% 

0.44 

2.43 

448  2 

64.7% 

0.45 

2.58 

Positive 
Neutral 
Positive 
Neutral 

FINANCIAL  TIMES  100) 
KKEi  INDEX) 
(TSE  COMPOSITE) 

3035.4 
20,918.2 
3952.9 

-1.6 
-0.2 
-4.6 

30.4 
10.8 
14.6 

SSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

EEK  LEADERS 

%  change 
4-week 

52-week 

Strongest  stock  In  group 

%  change 
4-week  52-week 

Price 

-CARE  SERVICES 

13.8 

-37.9 

AMGEN 

17.5 

-41  5 

37% 

'(.ORATION  AND  PRODUCTION 

1 1.0 

1.4 

ORYX  ENERGY 

1 8.0 

-4.0 

23  >U 

IE  TOOLS 

8.6 

34.6 

GIDDINGS  &  LEWIS 

14.3 

17.1 

24 

8  5 

-9  8 

BORDEN 

23  0 

-33.3 

18  3A 

AND  MOTELS 

8.3 

94.5 

PROMUS 

14.0 

308.3 

67  3/b 

EEK  LAGGARDS 

%  change 
4-week 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

AINING 

-14.9 

30.4 

ECHO  BAY  MINES 

-26.5 

50.0 

9  U 

AL  MANAGEMENT 

-12.1 

-0  7 

NATIONAL  MEDICAL  ENTERPRISES 

-34  0 

-44.1 

7  Vi 

0BILES 

-5.2 

35  4 

GENERAL  MOTORS 

-8.2 

27.4 

AA  3A 

I  MANUFACTURING 

-4.7 

-23.5 

OSHKOSH  B'GOSH 

-13.5 

-42.0 

13  y8 

-4.6 

-21.5 

NIKE 

-7.0 

-28  8 

51  Vi 

AL  FUNDS 


MORNINGSTAR  INC 


total  return 

% 

LAGGARDS 
Four-week  total  return 

ER  LATIN  AMERICA 

17.2 

LEXINGTON  STRATEGIC  INVESTMENTS 

-11.9 

1  LYNCH  LATIN  AMERICA  A 

12.7 

M0NITREND  GOLD 

-10.4 

ESSIVE  AGGRESSIVE  GROWTH 

10.8 

SHERMAN,  DEAN 

-9.0 

ttal  return 

% 

52-week  total  return 

% 

>R0WTH 

TON  STRATEGIC  INVESTMENTS 
KIDAS  GOLD  SHARES 

91.6 
77.8 
71.2 

M0NITREND  GOLD 

FIDELITY  SELECT  MEDICAL  DELIVERY 

INVESC0  STRATEGIC  HEALTH  SCIENCES 

-13.9 
-12.0 
-11.3 

wKm  s&p  500 

4-week  total  return 


I  1    Average  fund 

52-week  total  return 


IVE  PORTFOLIOS 


nounts 

f  the  present 

$10,000 

one  year  ago 

ortfolio 

]es  indicate 
otal  returns 


Foreign  stocks 
$13,687 

+0.40% 


Treasury  bonds 
$12,662 

+2.06% 


U.S. stocks 
$11,380 

-0.73% 


DRI/McGRAW-HIU 


llll 


Gold 
$10,650 

-1.82% 


Money  market  fund 
$10,226 

+0.05% 


this  page  are  as  of  market  close  Wednesday,  Sept.  8.  1993,  unless  otherwise  indicated, 
ups  include  S&P  500  companies  only,  performance  ond  share  prices  are  as  of  market  close 


Sept.  7  Mutual  fund  returns  are  as  of  Sept  3  Relative  portfolios  ore  valued  as  of  Sept.  7.  A  more  detailed 
explanation  of  this  page  is  available  on  request 
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CLINTON'S  HEALTH  REFORMS:  JUST  A  START 


A funny  thing  happened  to  the  Clinton  health-care  re- 
form plan  on  its  way  to  Congress.  The  more  conser- 
vative economic  advisers  in  the  Administration,  wary 
of  the  weak  economy,  were  able  to  knock  out  the  heavy  tax- 
es that  were  originally  proposed  to  finance  the  program.  But 
Treasury  Secretary  Lloyd  Bentsen,  National  Economic  Coun- 
cil Chief  Robert  E.  Rubin,  and  Chairwoman  of  the  Council 
of  Economic  Advisers  Laura  D'Andrea  Tyson  couldn't  face 
down  the  more  liberal  members  of  the  Administration  and 
failed  to  whittle  the  hefty  benefits  package  down  to  size.  So 
the  most  sweeping  health-care  reform  plan  ever  seen  in  this 
country  is  heading  down  Pennsylvania  Avenue  to  Congress 
basically  on  a  wing  and  a  prayer  that  somehow  billions  will 
be  squeezed  out  of  the  current  medical  system  and  be  used 
to  pay  for  everything.  Right  now,  the  health  reforms  do  not 
pay  for  themselves. 

But  that  could  be  0.  K.  The  health-care  reform  plan  is 
going  to  get  a  lot  better  as  it  meanders  through  the  halls 
of  the  Senate  and  the  House.  The  hope  is  that  it  gets  good 
enough  to  be  practical  and  work  without  burdening  busi- 
ness with  heavy  new  mandates  or  the  economy  with  crush- 
ing taxes. 

Just  remember  the  deficit-cutting  budget  bill's  long  jour- 
ney. When  first  proposed  by  Clinton,  it  was  very  heavy  on 
tax  increases  and  pretty  light  on  spending  cuts.  By  the  time 
it  emerged  from  the  political  process  in  Congress,  there  was 
a  one-to-one  ratio  of  spending  cuts  to  tax  hikes.  True,  it  wasn't 
two-to-one,  as  it  should  have  been.  Yet  the  budget  package 
is  much  better  for  getting  "washed"  through  Congress.  Let's 
hope  the  health-care  bill  gets  a  rigorous  sudsing,  too. 

The  regulatory,  bureaucratic  bent  of  the  current  package 
should  be  the  first  to  go.  The  Clinton  plan  for  controlling 
costs  is  heavy  on  "managed"  and  light  on  "competition."  There 
is  simply  too  much  reliance  on  price  controls  disguised  as 
"premium  caps,"  which  would  limit  rises  in  insurance  premi- 
ums. In  effect,  these  caps  become  price  ceilings  imposed  on 


doctors  and  hospitals  by  insurers.  Despite  loud  der 
the  Clinton  Administration,  the  caps  are  really  a  wai 
the  insurance  companies  to  enforce  price  controls  wit: 
rect  government  intervention.  Unfortunately,  hist 
shown  that  price  controls  don't  work. 

A  better  way  to  control  costs  is  to  give  the  marke 
to  operate.  A  big  dose  of  competition  would  go  a  lo! 
toward  providing  incentives  to  save  money.  Right 
Clinton  program  envisages  the  creation  of  new  region 
plans  that  would  compete  to  offer  high-quality  carej 
lowest  possible  premium. 

The  fine  print,  however,  shows  that  each  health 
is  expected  to  represent  up  to  70%  of  all  consumers 
region.  These  alliances  will  be  quasi-governmental 
cracies  that  will  use  their  purchasing  clout  to  force  d 
surance  premiums.  The  insurers  would  then  lean  on 
and  hospitals  to  control  costs.  But  where  is  the  comp 

Given  the  enormous  size  of  the  regional  health  al 
a  near  monopoly  of  one  buyer  dealing  with  one  or  tv 
ranee  companies  is  entirely  possible.  Permitting  a 
number  of  smaller  health-care  purchasers,  each  pus! 
ways  to  control  costs,  would  make  for  much  greater 
al  competition,  and  lower  costs.  In  a  state  such  as  C<  ( 
cut,  there  might  be  dozens  of  groups  pushing  insui 
innovative  plans,  instead  of  one  giant  bureaucracy. 

One  way  to  make  that  work  would  be  to  increase  | 
ber  of  companies  buying  their  own  health  care.  Un| 
current  plan,  only  the  1,000  largest  U.  S.  corporation 
be  allowed  to  run  their  own  benefit  programs  and  bi 
care  in  the  market.  Conservative  Democrats  and  Repi 
are  arguing  for  alternatives  that  would  give  a  lot  mo 
panies  that  option,  increasing  the  number  of  health-ca 
ers  and  boosting  competition.  It's  a  good  idea. 

One-seventh  of  the  American  economy  is  going  t< 
fected  by  this  amazingly  complex  bill  after  it  courses 
Washington.  Let's  hope  it  gets  much  better. 


GREENSPAN  SHOULD  LEAN  ON  THE  BANKS 


The  last  time  yields  on  30-year  bonds  were  below  the 
bank  prime  rate,  the  Federal  Reserve  was  tightening 
credit  to  fight  inflation.  Today,  with  long  bonds  flirting 
with  5%%  and  the  prime  at  6%,  the  big  economic  problem  is 
lack  of  demand,  not  too  much.  Oil  prices  are  falling,  gold  has 
cracked,  soybeans  are  down,  and  Prime  Minister  Morihiro 
Hosokawa  is  talking  about  a  possible  double-dip  recession  for 
Japan.  Clearly,  growth  is  weak,  and  the  U.  S.  economy  needs 
a  swift  kick. 

It's  time  for  Fed  Chairman  Alan  Greenspan  to  exercise  a 
little  moral  suasion  to  get  the  banks  to  push  both  commer- 
cial and  consumer  lending  rates  down— way  down.  Bank  prof- 
its have  hit  record  highs  for  the  past  two  quarters.  Yet,  banks 
have  kept  their  lending  rates  far  above  market  rates  and  have 


put  their  money  instead  into  safe  purchases  of  Trea: 

True,  the  Fed's  latest  survey  of  bank  lending 
showed  that  some  of  them  are  more  willing  to  lend.  1 
Federal  Deposit  Insurance  Corp.'s  research  shows 
crease  in  the  loans  on  banks'  books  in  the  second 
But  commercial  and  industrial  loans  are  still  $10.5 
lower  than  they  were  a  year  ago. 

Bankers  aren't  likely  to  bring  lending  rates  down  j 
urging  from  the  regulators.  Policymakers  are  starting 
some  banks  they  don't  need  reserves  quite  so  high.  b^§ 
aggressive  action  is  needed.  The  Fed  itself  can  pro' 
example  by  cutting  the  fed  funds  rate,  which  hasn't  b 
ered  for  over  a  year.  Then,  the  chairman  can  start  vl 
the  phones. 
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SABRE 


With  the  1993  LeSabre, 
safety  isn't  an  afterthought. 
It's  a  quality  designed  in  right 
from  the  start. 


A  driver  air  bag  and 
energy-absorbing  steering 
column  are  standard. 


The  LeSabre  driver 
benefits  from  an  array  of 
accident-avoidance  features. 
Standard  anti-lock  brakes 
help  you  avoid  sudden 
trouble.  The  3800  V6 
engine  lets  you 
summon  power  at 


critical  moments.  An 
expansive  laminated 
windshield  helps  you 
see  harm's  way  before 
you're  in  it. 

And  if  an  accident 
proves  unavoidable, 
LeSabre  is  prepared. 
For  maximum  collision 
protection,  you're 
surrounded  by  a  passenger 
safety  cage,  front  and 
rear  crumple  zones, 
steel  side-guard 
door  beams  —  even 
energy-absorbing 

materials  inside  the 
cabin.  A  driver  air  bag 
combined  with  that 


LeSabre 's  seatbelts 
fit  federally  approved 
child  safety  seats. 


Anti-lock  brakes  help 

you  steer  safely  dunng  panic  stops. 


features,  the  safety  belt 
system,  is  also  standard. 
Put  it  all  together 
and  you  have  Buick's 
Total  Safety  Systems?' 
The  culmination  of 
Buick's  dedication  to 
your  safety.  The  kind 
of  safety  that's 
designed  in  from  the  start. 

For  more  on  LeSabre  and 
Buick  safety  features,  call 
-800-4A-BUICK. 


LeSabre's  safety  features 

help  make  it  an  ideal  family  car.    mOSt  vital  Of  Safety 


Bmcks  PASS-Key® 

anti-theft  system  is  vexing 
in  would-be  thieves. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


rjjjup  «yl992  GM  Corp  All  rights  reserved. 
I  —  1    LeSabre  is  a  registered  trademark  of  GM  Corp 
uckle  up.  America1 


INTRODUCING 
THEY  WORK  FAS 
BREAKS,  AND  ACT 
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DESIGNED  AND  CONFIGURED  TO 
WORK  HARDER  AND  FASTER. 

This  is  much  more  than  just  another  new  line  of  PCs. 

These  are  role  models  for  everyone  in  your  office. 

Dell's  new  OptiPlex    PC  's  are 

serious,  hard-working,  hard-core 

husiness  machines,  designed  to 

perform  in  the  workplace. 

Our  accelerated  local  bus  video 

kicks  all  your  standard  workday 

applications  into  high  gear.  Our 

systems  are  up  to  16%  faster 

Hard-working,  tnan  our  major  competitors'  PCs! 
dedicated,  flexible  .  .  . 

A  few  qualities  to  look  j,,r  As  any  spreadsheet  worker  will 

in  i,  new  employee  te||  yoU)  t|lar  .,JJS  up  f.,st 

Every  OptiPlex  system  also  features  advance*. 
Dell" optimized  Windows' 'display  drivers.  We 
also  give  you  the  ever  popular  hurst  mode 
memory  transfer  and  block  mode  IDE 
transfer.  (Translation:  things  go  faster.) 

And  to  spare  you  the  usual  set-up  hassles, 
we'll  have  your  PCs  ready  to  run,  right  out 
of  the  box.  You  can  have  your  choice  of  six 
network  interface  cards  factory-installed. 

We'll  also  be  quite  happy  to 
install  your  choice  from 
over  100  of  the  most 
popular  husiness  si  iftware 
applications.  All  you  pay  is  a  flat  $15 
installation  fee. 


We  give  you  up 
in  16%  faster 
overall  application 
performance  than 
(Md  leading 
competitors! 


iAAAlllimiUM..i..lHl.^H.  Sj 


We  offer  guaranteed 
five-minute  response  in 

calls,  14  hours  ii  day. 
See,  someone  due  ivurk 
longer  hours  than  you . 


EASIER  TO  MAINTAIN,  SO  Y 
GET  BACK  TO  WORK  FASTIl 

Nothing's  more  important  in  business  than  tfiab 
to  quickly  bounce  back  from  adversity.  So  we've  Ht 
OptiPlex  PCs  extraordinarily  eaftfc 
service.  Our  unique  OptiFrampl 
can  essentially  be  snapped  aparra 
turning  a  couple  of  thumbscrewspa 
the  important  component  asserm 
then  be  removed  by  loosening  oim 
per  assembly.  And  the  card  cage  »c 
one  piece  for  easy  access  to  the  H< 
board  Meaning  no  cards  to  remove  or  cables  to  diflU 
or  hair  to  pull  out. 

In  fact,  you'll  find  that  our  whole  company  is  eapr 
Dell  offers  a  unique  service  plan-our  SelectCare m 
You  can  pick  and  choose  from  a  comprehensive  vm 
service  options  that  includes  everything  from  an  ptK 
5-year  parts  and  labor  warranty  to  a  self-maintaiijt 
The  bottom  line  is,  you  pay  only  for  services  you jj 
need.  And  not  a  cent  for  those  you  don't. 

It's  this  kind  of  service  and  support  that 
has  made  Dell  the  winner  of  virtually  every 
major  customer  satisfaction  survey  in  the 
past  five  years.  It's  also  earned  us  a  place  in 
over  two-thirds  of  the  companies  in  the 
FORTUNE  500? 

And  having  picked  up  over  $2  billion  in 
worldwide  sales,  we  think  we'll  keep  it  up  for 
a  little  while  longer. 


,  Oil' 

r 
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^Quarantees  available  in  USA  only  for  registered  owners  of  Dell  Performance  Series  systems  /mrcfiU-scd  aftci  7/1/92.  For  u  complete  copy,  please  call  our  TechFax"'  line  at  I  -800-950- 1 1  1 

Some  products  and  jnomotmns  not  available  m  I  anaila  nr  Mexico  ^Bhmmc*-.  leasing  ananged  by  Leasing  ( iroup,  Inc  H  hx-site  service  by  BancTec  Service  Coloration  C  )n-sitt*  vcn-ice  may  not  be  civd^fc" 
measurement  by  NSTl  running  BAPCo  $YSmark92  on  comparable.  ISA  systems  configured  substantially  identical  to  the  I  \-ll  ( )ptdHc\ ,  each  with  equivalent  tn  ma \nnum  allowable  externa/  cache  NSTL  v.fio), 
accordance  with  Dell  parameters  Results  from  other  tests  may  vary  MS-I.X  )S  and  Microsoft  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  ( Corporation  The  Intel  Inside  logo  is  jfitf*1 
Electronics  Standards  Association  Ft  )RTVNH  500  is  a  registered  trademark  of  The  Time  fn<   Magazine  (  Company  IK-ll  disclaims  proprietary  interest  in  the  marks  and  names  of  others  ©(993  Deli'Wpv 
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A  McGRAW-HILL  PUBLICATION 


Drive  Interstate  85  from  Georgia  to 
the  Carolinas,  and  you'll  travel  through  the 

heart  of  an  economic  success  story. 
There  are  lessons  for  the  rest  of  the  country. 


See  Your 
Customers  As 
Individuals,  And 
You  Could  See 
A 15%  Increase 
In  Revenues. 


No  One  Offers  Better  Ways 


You  can  never  know  too  much  about  your 
customers.  And  with  conventional  mainframe 
systems  you  won't.  Only 
AW/ NCR  can  give  you 
the  processing  power  to 
extract  individual  cus- 
tomer profiles  from  the 
detail  data  that  already 
exists  in  your  enterprise. 
And  the  servers  and  net- 
working power  to  move 
that  information 
wherever  it's  needed. 


"The ability  to 
manipulate  large  databases, 

analyze  data,  and  get 
information  out  quickly  to  the 
people  who  need  it  gives  us  a 
nu  mber  of  ad  vantages. 
We  gain  better  insight 
on  how  to  manage  the 
Railroad,  save  money 
because  we  are  better 
able  to  deploy  assets, 
and  ultimately  improve 
customer  service.  55 

Joyce  Wrenn, 
Chief  Informalion  Officer, 
Union  Pacific  Railroad 


Better  Knowledge  Of  Your 
Customers  Can  Mean  A  Better 
Bottom  Line. 

We  can  help  you  understand  not  only  who 
your  customers  are  and  what  they  are  doing,  but 
what  they're  most  likely  to  do  next.  So  you  can 
create  specific  marketing  programs  for  each  cus- 
tomer segment.  Better  sell  and  service  existing 
customers.  And  develop  new  ones. 

That  can  mean  higher  customer  satisfaction 
and  a  better  bottom  line.  In  fact,  our  customers 
report  revenue  increases  of  as  much  as  15%. 
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t  Closer  To  Your  Customers. 


New  Levels  Of  Power  From  A  New 
Kind  Of  Information  Company. 

No  other  company  in  the  world  offers  so  many 
solutions  for  capturing  data  and  turning 
it  into  actionable  information.  From 
mobile  PCs,  through  the  world's  broadest, 
most  powerful  family  of  midrange 
servers,  to  massively-parallel  processors. 
And  no  other  company  can  match  our  global 
expertise  in  communications  and  networking. 
( )nce  the  information  is  generated,  we  can  help 
you  move  it  anywhere  in  the  world,  fast. 


To  get  to  know  your  customers  better, 
phone  1 800  CALL-NCR  today.  We  can  help  you 
implement  the  breakthrough  applications  that 
will  help  you  thrive  in  the  future. 


AT&T 


NCR 


An  AT&T  Company 


M  R  is  [he  name  anil  murk  nl  M  K  (  orporation        and  the  \T£I  globe  design  jre  registered  service  marks 
and  irademarksdt  American  tele  phone  and  telegraph  (  nmpam  Intel  and  the  Intel  Inside  Logo  arc  regiskred 
irademarksol  InieK  orporaiion  ©  1993  N<  R  <  orpnratmn 


The  Lexus  GS_ 


Chances  are,  you  haven't  fl 
a  practical  use  for  calculi 
the  angles  of  an  isosceles  tri<{ 


,C;  1993  Lexus.  A  Division  ttf  ToMitu  \lntur  Sulr\,  I  S. A..  Inc.  Lexus  reminds  you  i»  near  ^rat  hflis  a 


ver  Need 
t  School 


The  suspension  of  body  roll  during  cornering.  The 

the  Lexus  GS  has  end  result  is  truly  a  drivers  car. 
been  designed  to  Discover  how  invigorating 

provide  a  firmer  geometry  can  be.  Take  the  GS  out 

feel  without  sac-  for  a  rigorous  test  drive.  We  only  ask 

rificing  comfort.  that  you  keep  it  parallel  to  the  road. 
>  not  lost.  One  ride  in  the     Still  further  adjustments  were  /^W^\ 
S  will  quickly  restore  your     made  to  help  reduce  front-end  a  _ 

he  virtues  of  geometry.        dive  during  braking  as  well  as         The  Rekntless  Pursuit  Of  Perfection. 


lore  information,  call  800-872-5398  (800-USA-LEXUS).  Shown  with  optional  equipment. 
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PRODUCTION 

Change  from  tost  week:  0.8% 
Change  from  last  year:  5.3% 

195  


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  8.3% 
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The  production  index  increased  modestly  during  the  week  ended  Sept.  4.  On  a 
seasonally  adjusted  basis,  output  levels  of  electric  power,  lumber,  rail-freight  traffic, 
coal,  and  paper  all  rose.  Steel,  auto,  truck,  and  crude-oil  refining  production 
declined,  while  paperboard  output  was  unchanged  from  the  previous  week  Before 
calculation  of  the  four-week  moving  average,  the  index  advanced  to  193,  from 
190.7  the  week  before. 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc. 


The  leading  index  was  little  changed  during  the  week  ended  Sept  4  Thife  < 
news  for  the  economy's  future  path  came  from  a  large  drop  in  bond  yields,  hi 
higher  stock  prices  and  improved  growth  in  materials  prices  and  real  estate  or 
were  positive  contributors  as  well.  These  offset  the  negative  signs  of  increiin; 
business  failures  and  slower  growth  in  M2.  Before  calculation  of  the  four«i 
moving  average,  the  index  increased  to  233.6,  from  231.7. 

Leading  index  copyright  1 993  by  Center  for  International  Business  Cycle  Research 


■  JiWl'lilliinOM; 


latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/11)  thous.  of  net  tons 

1,843 

1,822# 

13  3 

AUTOS  |9/ 1  1)  units 

80,618 

94,804r# 

-10.0 

TRUCKS  (9/1 1)  units 

75,994 

89,975r# 

15  9 

ELECTRIC  POWER  (9/1)  [millions  of  kilowatt-h 

ours 

59,477 

67.464B 

-0.7 

CRUDE-OIL  REFINING  (9/1 1)  thous.  of  bbl./day 

13,826 

13,791# 

-0.3 

COAL  (9/4)  thous.  of  net  tons 

18,974# 

18,468 

-1.5 

PAPERBOARD  [9/ A)  thous  of  tons 

820.9# 

829  Ir 

1.6 

PAPER  (9/4)  thous.  of  tons 

825.0# 

803  Or 

1.6 

LUMBER  (9/4)  millions  of  ft. 

444.0# 

440.6 

-7.0 

RAIL  FREIGHT  (9/4)  billions  of  ton-miles 

21. 5# 

21.2 

-1.4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/15) 

106 

105 

124 

GERMAN  MARK  (9/15) 

1  59 

1.61 

1  50 

BRITISH  POUND  (9/15) 

1.55 

1  54 

1.76 

FRENCH  FRANC  (9/15) 

5.54 

5.67 

5.12 

CANADIAN  DOLLAR  (9/15) 

1.31 

1.32 

1.22 

SWISS  FRANC  (9/15) 

1  38 

1.42 

1  30 

MEXICAN  PESO  (9/1 5)' 

3.1 10 

3  112 

3.102 

Sources:  Major  New  York  banks.  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U.S 

dollar,  except  for  British 

Latest 
week 

Week 
aqo 

%  Change 
year  ago 

GOLD  [9/15)  $/troy  oz 

348  000 

351.750 

-0  3 

STEEL  SCRAP  (9/14)#l  heavy,  $/ton 

1 12  50 

1 12.50 

20  3 

FOODSTUFFS  (9/14)  index,  1967=100 

212  3 

212  6 

7.2 

COPPER  (9/11)  c/lb. 

90  5 

90.7 

-20.3 

ALUMINUM  (9/ll)  c/lb 

53  9 

54  4 

-7  9 

WHEAT  (9/11)  #2  hard,  $/bu. 

3.34 

3  36 

-5.6 

COTTON  (9/11)  strict  low  middling  1-1/16  in.. 

C/lb 

53.55 

52  64 

-1.0 

Latest 
week 


Week 
ago 


STOCK  PRICES  (9/io)S&P500 


458.60 


462.25 


CORPORATE  BOND  YIELD,  Aaa  |9/io) 


6.51% 


6.61% 


INDUSTRIAL  MATERIALS  PRICES  (9/10) 


94.9 


95.5 


BUSINESS  FAILURES  (9/3) 


366 


306 


REAL  ESTATE  LOANS  (9/1)  billions 


$403.1 


$400.3 


MONEY  SUPPLY,  M2  (8/30)  billions 


$3,489  1       $3,494  4r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (8/28)  thous 


324 


331 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally 
data  on  business  failures  and  real  estate  loans 


■:r.]?u!ik'j^.]iro:ifji?i.]^w.i:; 


12  LEADING  INDICATORS  COMPOSITE  (July)  index     15 1  5 


151. 6r 


MANUFACTURERS' INVENTORIES  (July)  billions       $3814       $381  3r 


MANUFACTURING  SHIPMENTS  (July)  billions 


$251.5 


$258.3 


PURCHASING  MANAGERS'  INDEX  (Aug ) 


49.3% 


49.5% 


Sources:  Commerce  Dept.,  National  Association  of  Purchasing  Management 


Latest 
week 


Week  %<■ 
ago  yel 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 


MONEY  SUPPLY,  Ml  (8/30) 

$1,097.9 

$1,096. 2r  2 

BANKS'  BUSINESS  LOANS  (9/1) 

269.7 

268.3 

FREE  RESERVES  (9/1) 

820r 

319r 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/1) 

158.0 

158  2 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 

which  are  expressed* 

two-week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 

Week 

week 

ago 

FEDERAL  FUNDS  (9/14) 

3.00% 

3.11%  3» 

PRIME  (9/15) 

6.00 

6.00  6$ 

COMMERCIAL  PAPER  3-MONTH  (9/14) 

3  16 

3.13  2) 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/15) 

3.14 

3.09  3[_ 

EURODOLLAR  3-MONTH  |9/io) 

3  06 

3.11  3i 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipint 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r= revised     NM  =  Not  meaningful 
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CISCOSVSTEMS  I 


Your  networking  system  hasn't  lived  until 
it  has  a  multiprotocol  router.  It's  something  that  Cisco 


should  know  a  thing  or  two  about  After  all,  they  invented 
it.  And  by  consistently  emphasizing  the  importance  of 
listening  to  customers  Cisco  has  captured  the  worldwide 
market  owning  over  50%  of  the  router  market 


TELEGLOBE 


It's  all  about  working  together.  Teleglobe  sets  itself  apart 
by  working  with  leading  manufacturers  of  bridges  and  routers 


to  ensure  flawless  compatibility.  And  their  reputation  for  relia- 
bility and  outstanding  support  make  them  a  leader  in  their  own  right 


N  O  V  fc 


To  those  in  the  know,  the  mere  mention  of  the  name 
Novell  strikes  up  images  of  successful  networking.  Their 


alliance  with  over  2,500  software,  hardware  and  system  vendors  has 
helped  them  create  NetWare,  the  operating  software  that  allows 
systems  as  different  as  Microsoft,  IBM,  and  Oracle  to  work  together, 
seamlessly  In  short,  Novell  is  the  industry  standard  in  networking 
software  And  that  standard  is  our  standard 


NETWORKING  SERVICES  FROM  US  WEST 


® 


® 


MOTOROLA 


It's  about  speed,  and  then  some.  Over  the  past  thirty 
years,  Motorola  Codex  has  pioneered  every  analog  trans- 


mission speed  breakthrough  in  the  industry,  as  well  as  setting 
the  standard  for  the  new  Frame  Relay  protocol.  But  more  than 
that,  they  have  the  ability  to  translate  multiple  protocols  over  a  single 
network  They'll  make  it  work  Quickly  Because  you  just  don't  have 
time  to  waste 


If  there's  one  thing  we  know  about 
computer  networks,  it's  that  we  don't  know 
everything.  No  one  does  That's  why  we've  created 


Interpnse  and  partnered  with  other  leaders  in  the 
communication  industry  But  above  all  else  we  believe 
the  most  important  partnership  we  can  make  is  with 
you  We  can  make  it  work 


'SynOptics 


When  you  think  of  an  intelligent  wiring  hub 
system,  there's  really  one  word  that  should  come  to 
mind:  SynOptics.  Not  only  are  they  the  leader  in  market 
share,  but  their  product  development  is  unsurpassed,  laying 


the  groundwork  not  just  for  easy  migration  of  applications 
today  but  to  accommodate  growth  and  future  data  strategies 


J 
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CxPECT    TO  HEAR 

some  amazing  golf 
tories  around  here 
in  late  October. 

(  Some  even   true. J 


Maybe  offer  them  a  few  pointers. 
You'll  find  no  sand  traps 

h 


i 


I  t  1  '  THE  TOL'R 

ere.  Just  elegant,  luxurious  caAMTToNSHip 


lis  w  ill  definitely  be  the  place 
to  be  when  the  '93  TOUR  CHAMPIONSHIP 
comes  to  San  Francisco,  October  27-31. 

As  the  PGA  TOUR  headquarters  hotel,  we'll  rooms.  An  outdoor  heated  pool, 

do  everything  to  make  you—  and  30  of  the  A  comfortable  lobby  lounge.  Shopping  at 

best  players  in  the  game  —  feel  right  at  home.  nearby  Union  Square.  And  a  fantastic 
Take  our  free  shuttle  to  the  Olympic  view  of  San  Francisco  from  Cityscape,  our 

Club  to  catch  some  Championship  46th  floor  restaurant.  Just  call  PGA  TOUR 


play.  Or  just  putt  around  here  all 
day  and  champion  the  art  of  relaxation. 

Swap  a  couple  £olf  stories. 
Rub  elbows  with  a  pro  or  two. 


Travel  today  at  800-535-6058  to 
reserve  your  room  here  at  the  Hilton. 

Then  get  ready  to  chip  in  with 
a  story  of  your  own. 


SAN  FRANCISCO 

'Tp^tifr  

'  and  Towers 

:i;t:i  O'Farrell  m  Mason 


#/  malmsm 

—  mz&A  I  KLINES 


HOW  far  ACROSS 
THE  WORLD  DO  YOU 

HAVE  TO  FLY  TO 
EXPERIENCE 
A  fine  FIRST  CLASS? 


4f  In  a  survey  of  31  major  international  airlines.  Inflight  Research  Services  of  London  were  sufficiently 
impressed  to  vote  Malaysia  Airlines  the  finest  First  Class.  Is  it  the  warmth  of  our  service?  The  array  of 
our  facilities?  Or  the  ambience  of  our  airport  lounges?  We  have  the  full  results.  But  rather  than  list  the 
accolades,  we  prefer  that  you  experience  us,  yourself.  First  hand,  first  class  service,  as  it  should  be.  And 
you'll  find  it  all  here  on  any  Malaysia  Airlines  flight.  Anywhere  you  fly  around  the  world.  Across  5 
continents,  graced  with  service  from  the  heart  which  says,  you  mean  the  world  to  us. 


For  reservations  and  information,  call  your  favourite  travel  agent  or  Malaysia  Airlines: 
Chicago/Los  Angeles/New  York/San  Francisco/  Washington  800-421  8641. 
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Our  pilots  have  to  fly 
over  a  million  miles  before 
they  can  fly  you  one. 


Everyone's  thinking  globally  these  days. 
Which  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
around  the  world  about  forty  times.  (And  that 
w  as  before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
the  best.  That's  why  we  use  the  very  latest  in 
aviation  technology.  Including  one  of  the  most 
modern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
1-800-438-5000.  We'll  go  out  of  our  way  for  you. 


KSREANAIR 

Ply  the  spirit  of  dedication 
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HOW  TO  GET  LAWYERS  TO  GIVE  YOU 
YOUR  MONEY'S  WORTH  

I am  an  in-house  attorney  for  a  compa- 
ny that  manages  troubled  loans  and 
other  assets  for  its  own  account  and  for 
financial  institutions  ("The  verdict:  Guilty 
of  overcharging,"  Legal  Affairs,  Sept. 
6).  One  of  the  functions  of  my  staff  is 
monitoring  the  law  firms  we  employ. 

From  my  experience,  problems  with 
law  firms  vary  from  innocent  mistakes 
to  apparent  gouging.  Below  is  a  sam- 
pling of  some  of  the  problems  we  find. 

■  Overstaffing:  A  partner  does  work 
that  should  be  delegated  to  an  associate 
or  even  a  paralegal,  billing  at  lower 
rates.  A  paralegal  might  do  secretarial 
work  (such  as  calling  a  clerk  and  setting 
a  hearing  date)  and  bill  for  the  time. 

■  Churning:  Numerous  people  work  on 
a  routine  file,  have  internal  conferences, 
and  all  bill  the  client.  On  many  matters, 
it  is  impossible  for  more  than  two  law- 
yers to  work  together  efficiently. 

■  Suit-happy:  Some  lawyers  routinely 
suggest  filing  suit  before  they  have  ana- 
lyzed the  problem  fully.  Even  if  you  win 
a  trial,  does  the  defendant  have  the  re- 
sources to  pay?  Can  you  prove  your 
case?  Filing  suit  in  such  instances  often 
is  a  waste  of  time  and  money. 

Richard  G.  Pratt 
Tampa 

Your  article  brought  out  some  valid 
points.  But  what  you  don't  under- 
stand is  that  you  often  get  what  you 
pay  for.  Savings  can  result  in  undesir- 
able legal  results.  What  it  comes  down 
to  is  understanding  the  service  you  are 
buying.  Efforts  to  forge  a  trusting  rela- 
tionship between  the  company  and  legal 
firm  should  be  established.  In  this  way, 
cost  benefits  and  quality  legal  work  can 
both  be  achieved. 

Maria  Kelley 
Milford,  Mass. 

CUT  DEFENSE,  BUT  DON'T  CUT  OUT 
SMALL  BUSINESS  

Representing  an  industry  that  fre- 
quently feels  the  pain  Deputy  De- 
fense Secretary  Perry  is  addressing,  I 
commend  his  efforts  to  cut  costs  by 


eliminating  any  unnecessary  "specifica- 
tions and  contracting  practices."  But  I 
hope  that  the  Pentagon  doesn't  lose 
sight  of  the  bottom  line  in  its  acquisition 
reform  efforts:  equal  quality  for  less 
money. 

Let  Mr.  Perry  use  his  drive  and  ener- 
gy to  attack  those  useless  lemon-pie-fill- 
ing specifications,  but  leave  small  busi- 
nesses to  do  what  they  do  best:  utilize 
skilled  workers  to  provide  high-quality 
specialized  components  at  a  fraction  of 
the  prime-contractor  price. 

Joe  T.  Franklin  Jr. 
Executive  Director 
American  Gear  Manufacturers  Assn. 

Alexandria,  Va. 

MUHI  DEALERS  HAVE  STOOD  UP — 
AND  THEY  SHOULD  BE  COUNTED 

We  were  disappointed  that  your  re- 
cent story  "The  trouble  with  mu- 
nis" (Cover  Story,  Sept.  6)  left  the  read- 
er with  the  impression  that  dealers  in 
municipal  bonds  are  somehow  ignoring 
the  problems.  In  fact,  nothing  could  be 
further  from  the  truth.  Public  confidence 
in  the  market  and  protection  of  the 
interests  of  individual  investors,  in  par- 
ticular, are  of  paramount  concern  to  our 
members. 

Yet  despite  a  number  of  conversations 
with  several  of  your  reporters,  the  story 
omitted  any  reference  to  the  strong  po- 
sitions that  have  been  taken  over  the 
past  few  months  by  the  Public  Securities 
Assn.  (PSA)  on  behalf  of  municipal-bond 
dealers  with  regard  to  two  important 
concerns:  the  lack  of  credit  information 
on  municipal  bonds  traded  in  the  secon- 
dary market  and  solicitations  of  cam- 
paign contributions. 

On  both  issues,  the  PSA  has  taken  the 
unusual  position  of  recommending  that 
strong  new  rules  should  be  promulgated 
by  the  Securities  &  Exchange  Commis- 
sion to  require  the  disclosure  of  more  in- 
formation about  the  awarding  of  bond 
underwriting  business  and  about  the 
continuing  financial  condition  of  the  bond 
issuer. 

The  psa  believes  that  new  rules  re- 
garding disclosure  or  prohibition  of  polit- 
ical contributions  are  in  order  but  that 
they  should  apply  to  all  participants  in 
the  market,  including  independent  finan- 
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What  IF  finance  cuts  your  furniture  budget? 


Buying  new  office  furniture  on  a  downsized 
budget  can  leave  you  with  the  uncomfortable  feeling 
that  something's,  well . . .  missing. 

Like  real  quality.  Durability.  Simplicity.  And 
the  extra  conveniences  that  make  people  more  pro- 
ductive. These  days,  who  can  aftord  them? 

Actually,  almost  anyone  can. 

Because  Haworth's  new  PREMISE™  office 
furniture  gives  you  the  extras  built  in.  Without  the 
expense  added  on. 

You  can  see  PREMISE  quality  in  the  details. 
Like  flush-fitting  work  surfaces,  precisely  aligned 
drawers  and  interlocking  panel  trim. 


PREMISE  executive 
work  station 


PREMISE  includes  both  systems  and  free- 
standing furniture,  so  it  adapts  easily  to  changing 
needs  tor  open  plan  and  private  offices.  Anywhere 
you  want  to  cut  costs  without  cutting  comers. 

 <>  

Arc  you  getting  the  most  from  your  furniture 
budget?  Our  new  brochure,  "Maximizing  Your  Office 
Furniture  Investment,"  tells  you  how.  For  your  compli- 
mentary copy,  call  us  at  1-800-344-2600. 
 <>  


HAXWORTH 

Furniture  That  Works:" 


'Remember  me?  Two  weeks  ago  you  gave 
me  a  loan  for  $10,000  I've  /><■<  /;  having 
ii  ball  and  I'd  like  to  do  ii  again." 


Those  of  us  living  in  the  real  world 
need  to  be  prudent  investors,  com- 
fortable with  how  our  money  is  work- 
ing for  us. 

The  Berger  100  Fund  for  long-term 
growth  and  the  Berger  101  Fund  for 

growth  and  income  have  both  achieved 
impressive  records  for  over  18  years 
and  are  worth  consideration  for  vour 
portfolio.  For  the  investment  philos- 
ophy behind  these  funds,  please  call 
for  a  prospectus  and  study  it  care- 
fully before  investing. 


WITH  THIS  TABLE,  YOU  CAN 
EASILY  COMPARE  US  WITH  OTHER  FUNDS. 

(For  the  period  ending  June  30,  1993) 

AVERAGE  ANNUAL  TOTAL  RETURNS      I     CUMULATIVE  TOTAL  RETURNS 


100  FUND 

101  FUND 

100  FUND 

101  FUND 

1  Yr 

35.5  % 

17.5% 

35.5  % 

17.5  % 

3  Yrs. 

25.9% 

18.5% 

99.3  % 

66.5% 

5  Yrs. 

25.0  % 

15.1  % 

204.7  % 

102.3% 

10  Yrs 

13  3  % 

11.5% 

247.0  % 

196.9% 

15  Yrs 

16.6  °o 

13.0% 

901.0% 

529.1  % 

From  9/30/74 

15.9  % 

14.1  % 

1 ,482.9  % 

1,077.9% 

Past  performance  shows  the  funds'  history  and  does  not  guarantee  future  results  The  figures 
include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains,  which  will  fluc- 
tuate so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  fig- 
ures in(  lude  the  deduction  of  I2b-1  fees  beginning  in  June,  1990.  Source:  Upper  Analytical  Services 

The  Berger  Funds  •  (800)  333-1001 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 

YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY. 

wTWjrl  APublii  Servo  oi  BUCKLE  YOUR  SAFETY  BELT.  US  Department 

Uk\*\  This  Publi  n  ofTransfjnrtdtion 

<W  >I  for  more  information,  call  the  Airbag  &  Child  Safety  Hotline  800-424-9393 
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CORRECTIONS  &  ClARIFICATIOli 


The  chairman  and  chief  executive 
cer  of  Perkin-Elmer  Corp.  is  Ga 
N.  Kelley.  The  executive  quote' 
"Mini-nationals  are  making  maxi 
impact"  (The  Corporation,  Sept.  6) 
Riccardo  Pigliucci,  the  company's  { 
ident  and  chief  operating  officer. 


"Sticking  it  to  Japan  with  sti< 
shock"  (Top  of  the  News,  Sept.  6) 
takenly  quoted  Randall  R.  McCatl 
of  Bank  Lease  Consultants  Inc.  as 
ing  financial  difficulties  would  mail 
hard  for  Mazda  to  match  the  lea: 
deals  offered  by  other  carmakers 


cial  advisers,  attorneys,  engineering 
feasibility  consultants,  and  bond  ir 
ers— not  just  to  the  underwriters, 
thermore,  the  public  official  who  ha 
licited  and  collected  the  contributioi 
in  the  best  position  to  disclose  fully 
tributions  of  all  types:  PAC,  corpor 
and  personal. 

With  regard  to  secondary-market 
closure,  municipal-bond  dealers  h 
long  been  concerned  with  the  lac 
credit  information  available  to  dea 
and  investors  about  bonds  trading 
the  secondary  market,  with  its  ef 
on  securities  trading. 

PSA  believes  the  SEC  should  pror 
gate  rules  requiring  issuers  to  sub 
continuing  disclosure  information  to 
Municipal  Securities  Rulemaking  Bo 
to  be  made  available  to  all  interes 
investors  and  dealers  on  a  fair  and  ti 
ly  basis. 

We  are  also  concerned  that  your  £ 
cle  did  not  accurately  portray  def; 
rates  in  the  20%  of  the  market  tha 
made  up  of  nonrated  bonds.  Ratings 
costly,  and  many  smaller  issuers 
able  to  sell  their  bonds  locally  withoL 
rating  and  choose  to  save  the  mor 
In  a  recent  study,  PSA  found  that  nea 
40%  of  the  nonrated  issues  are  for  e< 
cation  and  utilities.  During  the  six  ye 
studied,  there  was  not  a  single  default 
either  of  these  two  major  categories 
nonrated  bonds. 

We  hope  that  in  the  future  BUSINI 
WEEK  will  seek  and  reflect  the  consenjl 
views  of  municipal  bond  dealers  wh 
writing  about  this  important  securit 
market. 

Heather  L.  Rr1 
Preside 
Public  Securities  As: 
New  Yo 


Letters  to  the  Editor  should  be  sent  to  Readers  Rep 
Business  Week,  1221  Avenue  of  the  Americas,  N 
York,  N.  Y.  10020  Fax  (212)  512-4721  All  lefll 
must  include  an  address  and  daytime  and  evening  IjK 
phone  numbers  We  reserve  the  right  to  edit  letters 
clarity  and  space 


We're  always 
improving 
our  track  record 


1990 

1991 

1992 

Sales 

19,964 

19,964 

27,167 

Capital  Expenditure 

10,610 

1  1,827 

10,637 

Net  Profit 

1,367 

1,413 

1,425 

The  STET  Group  ir 

billions  of  lire 

At  Stet,  we  treat  every  project  as  a  challenge,  every 
achievement  as  a  reason  to  set  new  goals.  It's  this  atti- 
tude to  business  that  confirmed  STET  as  one  of  Italy's 
entrepreneurial  successes  of  1992.  The  acquisition  of 
Finsiel  in  Italy  and  the  expansion  of  our  worldwide  oper- 
ations has  meant  that  STET  now  comprises  more  than 
100  telecommunication  companies.  The  STET  Group 
activities  include  manufacturing  and  engineering,  net- 
work installations,  services  management  and  state-of- 
the-art  data  management  and  satellite  communications 
systems.  Working  together  as  a  group,  we  are  taking 
Italian  telecommunications  into  the  next  century.  We 
know  where  we're  going  and  we're  getting  there.  Fast. 


T.  Working  for  the  advancement  of  Italian  telecommunications  since  1933 


IRI  group 


Fast.  Responsive.  Flexible.  A  creative  problem-solver. 


Todav.  these  are  the  qualities  that  business  demands  t 

-  i 

of  your  insurance  partner.  But  if  that  par  r- 
ship  isn't  everything  it  could  be.  talk  to 


You've  Made  Us 


v 


r 


Liberty  Mutual,  the  largest  Workers  Compensation 
provider  in  the  country.  Responding  to  your  needs 
with  managed  care  programs,  property,  fleet  and  \ 


liability  policies,  unbundled  loss  prevention  services,  self-insurance 


plans,  RISKTRACS  Software,  employee  benefit  plans  and 


more.  From  fraud  detection  to  medical  and  disability  manage- 


ment, no  one  fights  more  aggressively  to  control  your  costs.  After  a 


What  We  Are  Today. 


you  have  to  adjust  to  changing  market  conditions. 
Shouldn't  you  have  an  insurance  company  that 

y///y  LIBERTY 

iLyf/r/      does  the  same?  MUTUAL/ 

a? 


©  1993  Liberty  Mutual  Insurance  Group/Boston 
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Run  Your  Own 

Electronic 
Superhighway 
For  Just  $259 


Have  you  used  CompuServe, 
Prodigy,  or  the  Internet?  Imagine 
running  your  own  electronic  Bulletin 
Board  Service  (BBS),  accessible  to 
your  clients  and  associates  via 
modems,  LANs,  and  X.25  networks. 

The  Major  BBS  is  a  full-featured 
multi-user  software  package  for 
DOS  or  Windows.  With  it,  you  can 
offer  electronic  mail,  file  upload/ 
download,  private  message  forums, 
and  teleconferencing  to  up  to  256 
simultaneous  users,  all  from  a 
single  PC. 


Fax-mail,  Internet  connectivity, 
graphics,  multi-user  databases  and 
much  more  are  available  as  plug-in 
options. 

For  a  free  information  kit,  call  us 
at  1-800-328-1128,  or 
fax  305-583-7846. 


4101  SW  47th  Ave.,  #101 
Ft.  Lauderdale.  FL  33314 


THE  BIRTH  OF  FREEDOM:  SHAPING  LIVES  AND  SOCIETIES  IN  THE  NEW  EASTERN  EUROPE 

By  Andrew  Nagorski 

Simon  &  Schuster  •  319pp  •  $23 

PRESENT  AT  THE  RECREATION 
OF  MITTEIEUROPA 


On  a  hot  summer  day  in  the 
northern  Polish  town  of  Gdan- 
sk, apocalypse  was  in  the  air. 
More  than  a  thousand  Poles  had  gath- 
ered in  the  church  of  St.  Byrgida,  await- 
ing the  arrival  of  Solidarity  leader  Lech 
Walesa.  It  was  August,  1989,  and  power 
was  ebbing  rapidly  from  the  communist 
government. 

Day  and  night,  Solidarity  leaders  had 
been  meeting  secretly,  debating  how  to 
take  over  without  antagonizing  the  So- 
viet bear.  When  an  ebullient  Walesa  ar- 
rived with  Tadeusz  Mazowiecki,  his 
hand-picked  candidate  for  Prime  Minis- 
ter, the  crowd  poured  into  the  church 
and  erupted  in  song.  Many  wept  with 
joy.  Precisely  how  things  would  work 
out  wasn't  clear,  but  no  one  doubted 
Poland  was  free.  Within  four  months, 
the  communist  governments  of  Czecho- 
slovakia, East  Germany,  Hungary,  and 
Romania  had  also  collapsed. 

For  the  people  of  Eastern  Europe,  it 
was  the  start  of  a  long,  strenuous  jour- 
ney back  to  their  cultural-political  roots 
as  Europeans— and  a  cataclysmic  leap 
forward  into  late-20th  century  capital- 
ism. Andrew  Nagorski,  Neivsweek's  War- 
saw bureau  chief,  has  had  a  front-row 
seat  as  this  history  unfolded.  The  Birth 
of  Freedom  is  his  personal  view  of  the 
transformation  he  has  witnessed. 

Nagorski  shows  how  Western  "East 
Europeans"  are— and  were,  even  when 
they  lived  on  the  other  side  of  the  Iron 
Curtain.  As  he  notes,  the  east-west  divi- 
sion of  Europe  some  40  years  ago  was 
wholly  artificial.  Indeed,  the  region  then 
dubbed  "Eastern  Europe"  is  historically 
Mitteleuropa,  or  central  Europe. 

While  not  a  new  point,  it's  one  West- 
ern leaders  have  been  painfully  slow  to 
deal  with  since  1989.  Throughout  the 
cold  war,  the  West  wrote  off  the  Soviet 
satellites  and  their  peoples  as  lost  terri- 
tory, despite  bloody  uprisings  against 
their  Soviet  rulers.  In  December,  1991, 
two  years  after  the  former  satellites  em- 
braced democracy,  Wester  n  Europe 
toiled  in  Maastricht  on  a  treaty  for  Eu- 
ropean unity  that  made  little  effort  to  in- 
clude Hungary,  Poland,  and  the  former 
Czechoslovakia  in  Europe's  future  club. 

In  fact,  the  1989  revolutions  succeeded 
because  Eastern  Europeans  had  refused 
to  become  "Homo  sovieticus,"  a  term 
used  to  describe  those  whose  drive  and 


W0  espite  decades 
under  the  Soviets, 
writes  Nagorski, 
East  Europeans 
never  lost  their 
Western  identities 


initiative  have  been  wiped  out  by 
Soviet  system.  Nagorski's  talks  with 
mer  opposition  leaders  such  as  Va 
Havel  and  Solidarity's  Zbigniew  Bi 
underscore  their  European-ness.  ) 
saw  communist  domination  as  ter 
rary,  the  author  says,  and  they  io\ 
against  more  than  Soviet  dictators 
"The  deep  meaning  of  their  resistant 
the  struggle  to  preserve  their  West 
ness,"  he  writes,  quoting  exiled  C: 
author  Milan  Kundera. 

Largely  a  series  of  anecdotes  spl 
with  analysis,  the  book  depicts  pol 
and  society  in  Hungary,  Poland,  and 
former  Czechoslovakia  during  their 
four  years  as  free  countries.  One  s 
the  headlines  haven't  captured, 
which  Nagorski  illustrates  well,  is 
sudden  conversion  of  hundreds  of 
mer  Communist  bosses.  Equipped 
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First,  let's  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it 
must  be  equipped  to  handle  risk. 

Which  is  why  many  of  the  top  500  corpo- 
rations in  North  America  turn  to  Union  Bank 
of  Switzerland  as  a  leading  financial  resource. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  we  apply  our  Triple-A 
rated  strength  in  ways  that  are  impressive. 

Our  global  perspective  and  breadth  of 


capabilities  are  impressive,  too.  Because  the 
UBS  network  offers  the  full  range  of  on-  and 
off-balance  sheet  solutions  to  sourcing 
capital  both  here  and  abroad. 

For  a  bank  equipped  to  support  your 
efforts  in  North  America  as  well  as  outside 
of  it,  depend  on  Union  Bank  of  Switzerland. 

We'll  be  there  to  help  you  land  safely  on 
your  feet. 


As  global  as  business  itself. 


the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
her  offices  in  North  America:  Chicago.  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


There's  just  one  choice:  Insist  upon  a 
printer  with  genuine  Adobe"  PostScript  " 
software  inside.  It's  the  industry  stan- 
dard— the  only  way  to  guarantee  that 
your  printer  will  work  with  virtually 
every  software  application  and  hardware 
environment  today  and  tomorrow. 
With  Adobe  PostScript,  you're  assured 

the  highest  quality  output  whether 
you're  printing  from  DOS,  Windows™, 
OS/2",  Macintosh*  or  UNIX*,  from  a 
PC  or  a  mainframe.  And  since  almost 
every  major  printer  manufacturer  offers 

The  most  important  choice  you'll  make 
when  choosing  a  printer,  isn't  just  the  printer. 

Adobe  PostScript  printers,  it's  easy  to 

choose  the  brand  of  printer  that's 
right  for  your  company.  Remember,  the 
best  choice  is  the  clear  choice.  Make 
sure  your  next  printer  has  genuine 
Adobe  PostScript.  Accept  no  substitutes. 

For  a  free  guide  on  how  to 
choose  a  printer,  call  1-800-962-3623, 
Dept.  J,  Ext.  4306. 


Outside  the  U.S.A.  and  Canada  call  your  local  distributor  or  408-986-6555.  Adobe,  the  Adobe  logo,  PostScript  and  the  PostScript  logo  are  trademarks  of  Adobe  Systems 
Ino  iiporated  which  may  be  registered  in  certain  jurisdictions.  Windows  is  a  trademark  of  Microsoft  Corporation.  OS/2  is  a  registered  trademark  of  International  Business 
Machines  Corporation.  Macintosh  is  a  registered  trademark  of  Apple  Computer,  Inc.  UNIX  is  a  registered  trademark  of  UNIX  System  Laboratories. 

©199^  Adobe  Systems  Incorporated.  All  rights  reserved. 


It's  not  just  printing, 
it's  Adobe  PostScript  printing. 


Adobe 


Mind  Your 
Business. 


fHE  INSIDE  SIOBV  OF  PBOCIER  &  6AMBIE 


USING 

WordPerfect- 

\feision  6  for  DOS 


USING  WORDPERFECT  VERSION 
6  FOR  DOS  SPECIAL  EDITION  by 

the  Que  Development  Group 
Complete  tutorial  and  reference 
guide— ideal  for  beginners  or  users 
who  are  upgrading  to  6.0.  (Que) 
S29  95  paper 


SOAP  OPERA:  THE  INSIDE  STORY  OF  PROCTER 
&  GAMBLE  by  Alecia  Swasy  An  explosive 
expose  of  the  cutthroat  nature  of  America's  13th 
largest  company  (Times  Books)  S23  00 


USING 
MS-DOS"  6 


USING  WIS  DOS  6  SPECIAL 
EDITION  by  Schulman,  King.  Kamin 
&  Harris  Includes  introductory 
material  for  new  users  and  detailed 
reference  for  the  more  experienced 
(0ue)S29  95  paper 


Mastering 

DOS  6  "~ 

Special  Edition 


»  G*l  Espcrl  Ad.uc  lor 
Doubling  Hie  (opacity  o 

Npw  DOS  6  fpoluff i 

»  Indued  Tip)  and 
Tmkj  for  U»ing  DOS  6 
lo  Prolctt  Your  Work 


Your  Mom  Comprehensive  Guide  to 
the  Latest  Release  of  DOS. 


MASTERING  DOS  6.  SPECIAL  EDITION  byJudd 
Robins  The  newest,  most  powerful  release  of  DOS 
made  simple  for  both  experienced  and  beginning 
users  (Sybex)  $29.95  paper 


Whatever  business  you're  minding,  reading  can  help  you  do 
it  better.  Whether  you're  on  the  fast  track  or  the  road  not 
taken,  there's  nothing  like  a  good  book  to  spur  you  on. 

Visit  your  nearest  bookseller  lor  these  informative  books 
and  more.  And,  for  a  free  catalog  of  more  outstanding 
busii  ss  and  computer  books,  plus  the  name  of  your  local 
se!!er,  call: 


1-800-814-8499 


Books  Are  A  Minds  Best  Friend: 


Prices  subject  to  change  Free  catalog  supplies  are  limited 


urn 


the  best  education  and  language  skill 
most  have  landed  on  their  feet  as  pa' 
of  a  new  market-economy  elite. 

One  year  after  a  Solidarity  landslii 
swept  Polish  apparatchik  Ireneusz  S1 
kula  and  his  ilk  from  power,  for  exai 
pie,  Sekula  was  more  comfortable  th; 
ever.  In  1990,  Nagorski  found  him  "smci 
ing  a  Cuban  cigar  in  his  new  office 
president  of  Polnippon,  a  Polish-Japv 
nese  joint  venture . . .  comfortably  so 
tied  into  his  new  role  as  capitalist  entii 
preneur."  Seven  hours  before  Germf 
unification  in  1990,  Sekula  had  arrange 
to  buy  two  Ilyushin  18-D  airliners  for)' 
mere  $1.5  million  from  East  Germany 
bankrupt  Interflug.  Nine  months  lat(j 
Polnippon  Cargo  was  shuttling  goods  (i 
an  international  circuit,  and  orders  oil: 
stripped  capacity. 

Nagorski  also  highlights  the  Czecl 
Kafkaesque  tango  with  "lustration,"  t  | 
purging  of  all  individuals  in  governmet 
who  were  in  any  way  connected  as  n 
formers  to  the  former  secret  police.  II 
ing  unreliable  police  files  as  eviden<| 
mediocre  new  officials  who  sat  passiv(l 
through  the  communist  era  sudderl 
have  been  able  to  wreck  the  parliamdi 
tary  careers  of  former  opposition  lea 
ers— whose  stature  they  envy. 

The  most  compelling  chapter,  how(| 
er,  explores  Polish  anti-Semitism 
and  present.  It  focuses  on  a  man  w 
fled  Poland  as  a  child  during  World 
II  and  returned  56  years  later  to  fi 
out  what  had  become  of  his  father  a 
brother.  Traveling  with  the  man  a 
learning  how  his  relatives  died,  Nagor: 
conveys  the  horror  of  the  family's  f; 
as  vividly  as  a  camera's  eye. 

The  son  of  Polish  refugees,  Nagor: 
has  a  special  feeling  for  that  count: 
and  life  and  society  in  post-comrnun 
Poland  dominate  his  book.  Indeed, 
careful  effort  to  balance  his  obsen 
tions  of  Poland  with  examples  fr< 
Czechoslovakia  and  Hungary  at  tiir 
becomes  tedious,  even  though  he  poii 
to  real  differences  among  the  thn 
Also,  focused  as  it  is  on  a  region  chai 
ing  at  the  speed  of  a  bullet  train,  ri 
Birth  of  Freedom  seems  backward-lo 
ing.  The  Polish  Art  B  banking  scandal 
1991,  which  Nagorski  describes,  see 
less  significant  than  when  it  occuit 
and  as  a  modern  financial  infrastructi 
is  created,  a  recurrence  is  unlikely. 

Still,  Nagorski  answers  the  bigg 
question  hanging  in  the  air  on  that 
afternoon  in  1989:  Can  you  create  a 
mocracy  out  of  a  communist  dictat 
ship?  His  book,  mirroring  the  psyc 
logical  metamorphosis  of  three  countri 
shows  how  it  was  done. 

BY  GAIL  E.  SCHA 
Schares,  ivho  covers  Central  Europe,  i 
in  Gdansk  in  August,  1989. 
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1HE  LONG  DISTANCE  CALL  ONLY 
NORTH  CAROLINA  COULD  ANSWER 


When  MCI  put  out  the  call  for  locations 
for  its  new  $20  million  National  Network 
Management  Headquarters,  it  called  for  a  lot. 
Quality  of  life.  Skilled  workers.  Local  training 
programs  and  facilities.  A  strategic  location  on 
the  East  Coast.  And  a  proven  track  record  of 
flexibility  with  high-tech  businesses  that  would 
help  MCI  successfully  answer  the  call  of  the 
future  in  one  of  the  world's  hottest  growth 
industries. 

It  was  a  tough  call  to  make.  But  in  the  end, 
only  North  Carolina  had  the  answers.  Like  the 
nations  lowest  construction  costs.  The  South- 
east's largest  manufacturing  labor  pool.  And  the 


#1  U.S.  Metropolitan  area  for  R&D  facilities. 
Not  to  mention  some  of  the  best  beaches, 
mountains  and  golf  in  the  country. 

If  you're  looking  for  the  right  place  to 
connect  your  business  to  the  future,  we've  got 
a  direct  line  in  North  Carolina.  Call  David 
W.  Sheehan,  Client  Services,  State  of  North 
Carolina  at  (919)  733-4977,  Fax  (919)  733-9265. 


North  Carolina 


rwrwwwi 


The  Better  Business  Climate 


North  Carolina  Department  of  Commerce,  Busmen  I  Industry  Dewlopment  Drwsion,  430  N.  Salisbury  Street,  Raleigh,  North  Carolina  2 7611 
©  1993,  North  Carolina  Department  Of  Commerce 


Statistics  indicate  the  airbag  effectively  helps 
to  save  lives.  That's  why  every  1994  Xissan 
Altima'  is  equipped  with  two.  Standard. 


The  steering  column, 
like  the  ones  found 
on  the  A  leimies,  B.\  fl  V 
and  Lexus,  is  de- 
signed to  absori  max- 
imum impact  energy. 


Steel  side-door  guard  beams,  utilizing 
a  pipe-st\!e  design,  increase  intrusion 
resistance.  In  other  words,  there's  a  bet- 


Xot  all  anti-lock  braking 
s\stems  are  created  equal. 
Some  reh  on  two  sensors. 
Some,  three.  The  optional 
ABSon  the  Altima'  has 
four,  one  for  each  wheel. 


Its  a  si4,000  car  in  a  showroc 


Unlike  ant  other  sedan 
in  its  class,  the  Altima  fea- 
tures Super  Toe  Control  ' 
to  help  vow  ai'oid  accidents. 
As  cornering  fon  es  increase, 
rear -wheels  turn  in  pro- 
portion, resulting  in  remark- 
able maneuiembilit\. 


.  XL  'Xtitutingmc 


Passenger  protection  us  provided  try  our  Intelligent 
Body  Assembly  System  and  its  51  robots  responsible 
for  the  DURASTEEL"  unibody  construction. 


i  $45,000  car  in  an  accident. 


Besides  having  many  of  the  same  luxury  features,  the 
$14,000*  Nissan  Altima  and  the  typical  $45,000  sedan 
share  many  of  the  same  safety  features.  Of  course,  the 
Altima  doesn't  have  a  fancy  hood  ornament.  But  what  kind 
of  protection  do  you  suppose  is  offered  by  a  hood  ornament  ? 
For  more  information,  call  1-800-N1SSAN-3  ext  451. 


New  three-point 
active  seat  belts  with 
adjustable  shoulder 
belt  anchors  provide 
greater  comfort  and 
convenience  without 
sacrificing  safety. 


We  conducted  the  equivalent  of  close 
to  15,183  man  years  of  crash  testing 
on  the  Cray'  XA1P/12  computer  to  de- 
termine the  structural  design  of  the 
energy-absorbing  crumple  zones. 


NISSAN 


//  s  time  to  expect 
more  from  a  car."" 


ise,  destination  charges  unit  options.  XE  model  shown  with  optional  alloy  wheels  and  audio  system.  Cray  is  a  registered  trademark  of  Cray  Research,  Im 


Economic  Viewpoint 


THE  WORLD  KNOWS 

THAT  REAGANOMICS  WAS  RIGHT 


BY  PAUL  CRAIG  ROBERTS 


Reagan  reaffirmed 
the  wisdom  of 
capitalism.  And  from 
Russia  to  China  to 
Peru,  his  legacy  is 
very  much  alive. 
Meanwhile,  the  U.S. 
marches  back 
toward  the  statism 
of  Big  Government 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Was  there  a  Reagan  Revolution,  and 
if  so,  what  was  it?  What  is  its  lega- 
cy? There  was  a  Reagan  Revolu- 
tion in  the  same  sense  that  there  had  been  a 
previous  Keynesian  Revolution.  Fundamental 
changes  occurred  in  the  attitudes  of  policy- 
makers toward  the  impact  of  government  on 
the  economy. 

In  the  1940s  and  1950s,  Keynesians  de- 
bunked the  invisible  hand  of  classical  econo- 
mist Adam  Smith.  They  saw  macroeconomic 
policy  and  government  regulation  as  enhancing 
economic  performance.  For  them  an  active, 
interventionist  government  was  essential  to 
economic  stability  and  full  employment. 

But  by  the  time  of  Reagan's  election,  the 
Keynesian  policy  of  maintaining  high  demand 
while  neglecting  the  supply  side  of  the  econo- 
my had  resulted  in  stagflation  and  trade-offs 
between  employment  and  inflation.  The  only 
way  out  of  this  dilemma,  Keynesians  said, 
was  more  interventionism— an  incomes  policy 
that  would  control  salaries,  wages,  and  prices. 

Policymakers  found  this  unconvincing.  Sup- 
ply-side economists,  a  new  breed  on  the  scene, 
argued  that  Keynesian  policy  had  pumped  up 
demand  while  strangling  incentives  to  supply, 
causing  prices  to  rise  relative  to  real  output. 
The  problem  was  not  in  the  economy  itself 
but  in  the  policy.  The  remedy  was  to  improve 
the  incentives  to  produce.  This  would  release 
the  economy  from  stagflation  and  permit  em- 
ployment to  rise  while  inflation  fell. 

During  the  1980s,  the  economy  enjoyed  its 
longest  peacetime  expansion:  18  million  new 
jobs  were  created,  and  inflation  fell.  The  Phil- 
lips curve— the  notion  that  inflation  rises  with 
employment— vanished,  to  the  consternation 
and  embarrassment  of  the  economic  Estab- 
lishment, which  had  come  to  regard  it  as  an 
iron  law. 

converging  systems.  Ronald  Reagan  sym- 
bolized this  revolution.  Government,  he  said,  is 
the  problem,  not  the  solution.  Reagan's  empha- 
sis on  this  simple  truth  crystallized  the  oppo- 
sition of  intellectuals  who  still  cling  to  the 
conviction  that  government  should  rectify  ineq- 
uities in  economic  and  social  life.  However, 
they  pay  little  heed  to  the  inequities  created 
by  government  and  the  vast  failures  of  its 
policies.  It  is  extraordinary  that  any  intellectu- 
als still  believe  that  government  policy,  which 
is  dominated  by  special  interests  that  live  off 
the  taxpayers,  serves  some  communitarian 
public  interest.  For  the  committed,  faith  in 
government  has  replaced  religious  conviction. 

Prior  to  Reagan,  people  all  over  the  world 
were  accustomed  to  the  view  that  capitalism 
and  free  markets  were  evolving  into  a  semiso- 
cialist  mixed  economy,  just  as  excesses  of  cen- 


tral planning  were  being  reined  in  and 
placed  with  market  socialism.  Competing  e  I 
nomic  systems  were  believed  to  be  convergi  I 

Reagan  astonished  the  world  by  reaffirm  I 
capitalism.  He  slashed  income  tax  rates  s  I 
made  individuals  once  again  the  major  I 
shareholders  in  their  own  labor.  Soviet  aca  I 
micians  have  told  me  that  it  was  this,  m<| 
than  the  military  buildup  or  "Star  Wars",  thl 
shook  the  confidence  of  the  Communist  Par  I 
If  capitalism  were  mired  not  in  failure  tl 
only  in  a  wrongheaded  policy,  there  could  I 
no  competitive  chance  for  the  Soviet  Uni  I 
whose  planned  economy  had  clearly  failed.  I 

Listen  to  Mikhail  Gorbachev,  the  last  Sovl 
leader,  speaking  in  April,  1990:  "If  we  do  i  I 
get  out  of  the  system  we're  in— excuse  il 
rough  talk— then  everything  living  in  our  s(l 
ety  will  die."  No  anticommunist  ever  p;l 
nounced  as  damning  an  indictment  of  the  il 
viet  economy.  Gorbachev's  economic  advisl 
Stanislav  Shatalin,  added  that  without  massl 
economic  change,  "we  will  find  ourselves  il 
common  grave." 
"grave  problem."  Liberated  by  Gorbach 
Soviet  economists  saw  the  world  anew, 
the  end,  most  agreed  with  Boris  Pinsker 
Larisa  Piyesheva  when  they  wrote:  "M 
centuries  of  human  experience  show  that  fr<  I 
dom  of  the  individual  is  not  only  the  high<| 
social  value  but  also  the  most  profitable  wayf 
organizing  the  life  of  society." 

Reagan's  legacy  is  very  much  alive:  in  t| 
transformation  of  Russia,  Eastern  Euro] 
Latin  America,  and  Communist  China  i; 
capitalist-market  societies;  in  the  privati 
tions  in  Britain,  France,  and  Italy;  and  in 
antisocialist  revolution  in  Sweden.  Peruvi 
President  Alberto  Fujimori  told  the  Board 
Governors  of  the  Inter-American  Developm- 
Bank  in  April,  1991,  that  his  country's  "gra! 
problem"  is  "the  elephantine  state— that  en< 
mous  and  disproportionate  governmental  apj 
ratus  that  hinders  development."  And  Mexic 
President  Carlos  Salinas  de  Gortari  summ 
up  the  outcome  of  Mexican  socialism  in  o 
sentence:  "The  state  took  all  the  property 
leaving  the  public  with  all  the  needs." 

Ian  Wachtmeister,  leader  of  Sweden's  N( 
Democracy  Party,  recently  observed  that  t 
U.  S.  continues  to  march  toward  Big  Gover 
ment,  while  all  other  countries  have  tun* 
away  from  it.  Even  Bill  Clinton,  as  President 
candidate,  had  to  pretend  to  be  a  New  Deir 
crat,  which  is  a  Democrat  leavened  with  Re£ 
anism.  Only  later  did  the  electorate  learn  th 
Clinton's  vision  of  America  came  from  tl 
left-wing  songs  he  sang  in  the  1960s.  An  at 
vistic  statism  reigns  in  the  U.  S.,  but  Reaga 
ism  rules  abroad. 
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Congratulations. 
You've  Just  Set  Up 

A  Computer 
That  Can  Edit  Your 
Novel,  Balance 
Your  Checkbook, 
And  Beat  You  At 
Solitaire. 

(What  Would  You  Like  To  Do  Next?) 


Be  tort  you  become  mesmerized  with  what  \\  ith  Presario,  it  onSv  takes  around  seven 

die  new  aM-m-tme  Compaq  Presario  cam  doT  minutes  to  take  it  out  and  plug  it  in  (eight  if 

let's  talk  about  some  of  the  traditional  com-  there's  packing  tape).  It  comes  already  loaded 

puffier  things  von  won't  he  doing,  like  sweat-  with  fire  diSk-nr-itu  software  programs— plus 

img  vour  way  through  manuals  and  messing  step-fov-step  Compaq  learning  tools— to  help 

>vith   -     -  r  —  vou  get  started.  That  way  you  can  get  on  to 

and  afi  the  other  siufl  that  makes  vou  feel  a  fiat  more  meaningful  things. 


i  computer  that's  more  than  There's  no  reason  to  spend  a 

a  computer.  With  MaxFax,  fortune  buying  software.  With 

can  send  and  receive  faxes  PFS:WindowWorks  all  of  the 

\t  from  your  computer.  basics  are  already  included. 


Prodigy  lets  you  make  all  your  With  America  Online,  you  can 

own  travel  arrangements,  check  check  the  latest  news,  shop,  or 

the  weather  forecast,  or  get  up-  explore  the  hundreds  of  different 

to-the-minute financial  news.  services  that  are  available. 


It  Can  Answer  Youli 
It  Can  Even  Answer  i 


i  the  Compaq  logo  registered  U.S.  Patent  and  Trademark  Office.  Presario,  CoropKj 
u)  Pi  oilucts,  iit-j.  The  Intel  inside  Logo  is  a  registered  trademark  of  fnttl  Corporation;,^ 


Center,  and  Persona]  Me?« 
twnee  mentioned  herein  t 


JESTIONS. 

iR  Phone. 


With  Compaq  learning  tools, 
and  our  Jree  24-hour  hotline 
and  3-year  warranty,  you  get 
all  the  support  you  need. 


ifel 


in 


The  Presario  400  is  so  much  more  personal 
than  most  personal  computers.  Case  in 
point.  The  built-in  answering  machine  ac- 
tually gives  everyone  you  live  with  their 
own  Personal  Message  Center.  So  it  re- 
cords your  voice.  And  Sally's. 
And  Dean's.  And  so  on. 
Plus,  there's  a  built-in  fax 
(eliminating  one  more  ug;ly 
black  box  from  your  personal  space). 

Most  personal  ot  all  is  the  way  Presario 
answers  your  questions.  Quickly,  directly 
and  in  plain  English.  (Remember  when 
you  needed  help  just  to  find  the  Help  com- 
mand?) With  Presario,  we  want  you  to  be 
able  to  do  everything  with  your  computer. 

Except  waste  a  lot  of  time  just  figuring 
out  how  to  use  it. 

For  more  information  on  Presario,  or 
for  a  location  nearby  where  you  can  get  a 
closer  look,  just  call  1-800-345-1518. 

COMPAQ. 


.  
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conomic  Trends 


BY  KAREN  PENNAR 


THIS  RECOVERY  IS 
CREATING  JOBS— IF  YOU 
CAN  CALL  THEM  THAT 


The  current  upturn,  now  in  its  28th 
month,  is  not  so  much  a  jobless  re- 
covery (there  have  been  modest  gains) 
as  a  joyless  recovery.  So  say  economists 
at  the  Economic  Policy  Institute  in 
Washington.  That's  because  broad-based 
wage  reductions  have  occurred,  and  an 
unprecedented  percentage  of  the  jobs 
created  have  been  either  temporary  or 
part-time.  This  suggests  to  Lawrence 
Mishel  and  Jared  Bernstein  of  the  epi 
that  if  current  trends  persist,  living  stan- 
dards may  erode  despite  growth  in  gross 
domestic  product. 

Thus  far  in  the  recovery,  key  em- 
ployment indicators  have  been  anything 
but  robust.  In  the  first  half  of  1993, 
wages  for  all  workers  in  all  occupations 
averaged  $11.49  an  hour,  0.6%  less  in 
real  terms  than  in  the  same  period  two 
years  earlier  and  1.1%  less  than  four 


WAGES 
HAVEN'T  RECOVERED 


WHITE-COLLAR 


ALL  WORKERS 


BLUE-COLLAR 


▲  D'\!  i.PO 


DATA.  ECONOMIC  POLICY  INSTITUTE 


years  earlier.  Hourly  wages  for  white- 
collar  jobs  have  risen  just  0.4%  during 
the  past  two  years  and  have  remained 
unchanged  for  the  past  four  years,  while 
wages  for  blue-collar  workers  slid  5.3% 
in  real  terms.  The  only  silver  lining  was 
that  women  in  white-collar  jobs  fared 
better,  enjoying  a  2.8%  gain  in  real 
wages  over  the  four-year  period.  But 
women  in  blue-collar  jobs  suffered  a  de- 
cline in  real  wages.  And  despite  the  im- 
provement among  highly  paid  women, 
wages  for  all  women  still  trail  men's 
wages  within  all  occupations. 

Just  as  discouraging  is  the  nature  of 
job  creation.  For  starters,  payroll  em- 
ployment, which  fell  by  1.3  million  jobs 
during  the  1990-91  recession,  grew  by 


only  1.9  million  in  the  28  months  of  re- 
covery, for  a  net  gain  of  just  563,000 
jobs.  The  average  net  gain  in  the  first 
28  months  of  previous  postwar  recov- 
eries was  3.3  million  jobs. 

What's  more,  the  jobs  being  created 
are  neither  high-paying  nor  secure:  Part- 
time  jobs  account  for  26%  of  those  cre- 
ated, and  three-fourths  of  them  were 
filled  by  involuntary  part-timers.  The 
EPI  economists  note  this  is  the  only  post- 
war recovery  in  which  there  has  not 
been  a  significant  reduction  in  involun- 
tary part-time  work.  And  the  trend  thus 
far  in  1993  isn't  promising:  Fully  60% 
of  the  jobs  created  from  January  to  July 
were  part-time,  with  half  of  these  being 
filled  by  people  who  would  prefer  full- 
time  employment. 


THE  40  l(k)  ACCOUNT: 
A  SAVINGS  CARROT 
THAT  REALLY  WORKS 


■  t  has  long  been  a  worry  among 
I  economists  and  policymakers  that  spe- 
cial incentives  do  little  to  increase  net 
new  savings  and  simply  cost  the  U.  S. 
Treasury  money.  That  concern  prompted 
Congress  to  limit  participation  in  indi- 
vidual retirement  accounts  in  1986.  Now, 
the  401(k)  account,  a  different  tax-de- 
ferred vehicle,  has  displaced  the  IRA  as 
the  leading  form  of  retirement  savings 
by  individuals.  Do  401(k)  accounts,  an- 
nual contributions  to  which  run  about 
$50  billion,  crowd  out  other  saving? 

No,  categorically  report  three  econo- 
mists who  have  studied  growth  in 
4011  k)s  since  the  program  began  in  the 
early  1980s.  James  M.  Poterba  of  the 
Massachusetts  Institute  of  Technology, 
Steven  F.  Venti  of  Dartmouth  College, 
and  David  A.  Wise  of  the  John  F 
Kennedy  School  of  Government  at  Har- 
vard University  looked  at  data  from 
1984,  1987,  and  1991  comparing  savings 
and  wealth  levels  for  401(k)  contribu- 
tors and  noncontributors. 

Poterba,  Venti,  and  Wise  found  that 
on  average,  401(k)  contributions  did  not 
substitute  for  other  forms  of  private 
saving.  If  substitution  was  taking  place, 
then  the  typical  family  eligible  for  a 
4011  k)  in  1991,  for  example,  should  have 
less  accumulated  wealth  in  other  finan- 
cial assets  than  the  typical  family  in  the 
same  income  bracket  not  eligible  for  a 
401(k).  "This  was  not  the  case,"  say  the 
study's  authors. 

Interestingly,  the  three  economists 
found  that  participation  in  401(k)s  among 
those  eligible  exceeds  60%  at  all  income 
levels.  That's  in  sharp  contrast  to  the 
experience  with  IRAS,  which  in  the  early 
1980s  showed  that  participation  was 


greater  at  higher  income  levels.  And  p 
suggests  that  401(k)  accounts  are  n  f 
simply  a  carrot  enjoyed  by  the  rich. 

Clearly,  401(k)  plans  provide  a  tr 
incentive  to  save:  Because  they  are  « III 
ily  funded  through  payroll  deductio 
and  because  many  employers  provide 
partial  matching  of  employees'  savi: 
401(k)s  encourage  new  savings,  rath! 
than  simply  prompting  a  shift  of  sa« 
ings  from  one  account  to  another. 


WORLD  TRADE 
KEEPS  ON 

GATHERING  STEAM . . . 


I 


f  and   when  the  world  econom 


emerges  from  its  doldrums,  look  foi 
huge  surge  in  trade.  That's  a  safe  p: 
diction,  based  on  how  trade  has  h 
behaving  even  during  the  current  sloj 
down.  The  value  of  world  trade,  mi 
sured  in  U.  S.  dollars,  grew  about 
in  1992,  according  to  the  Internatioi 
Monetary  Fund.  The  growth  was  wj 
above  the  previous  year's  4%  gain,  ai  1 
it  points  to  an  improving  trade  pictui  5— 
Among  industrial  nations,  trade  1  > 
mained  muted,  with  exports  growi 
6.2%  in  value  and  imports  4.5%. 
modest  recovery  in  North  Ameri 
helped  buoy  trade,  but  the  increase 
mained  well  below  the  healthy  13.. 
average  annual  gain  recorded  in  1986-5 
Developing  nations  logged  larger  tra< 
gains,  with  exports  growing  by  8.8% 
1992  and  imports  by  16.2%  in  1992, 
from  12.6%  a  year  earlier.  The  gains 
imports  reflect  strong  demand  for 
vestment  and  consumer  goods. 


...BUT  AMERICA  TRAILS 
IN  EXPORTS  TO 
DEVELOPING  NATIONS 


The  U.  S.  isn't  as  great  a  beneficia: 
of  the  rising  demand  from  developii  ] 
nations  as  it  might  be,  and  it  needs 
sell  more  in  regions  such  as  Southea 
Asia  to  offset  what  could  be  a  deteri 
ration  in  U.  S.  exports  to  industrial  r 
tions  in  coming  months.  In  the  secoi 
quarter  of  1993,  the  gain  in  real  expoi  - 
of  goods  and  services  accounted  f 
nearly  one-third  of  the  1.8%  rise  in  GI 
But  the  export-order  index  of  the  N 
tional  Association  of  Purchasing  Ma 
agement  has  been  trending  down  f  [ 
the  past  few  months.  Maury  N.  Harr ..  . 
economist  at  Paine  Webber  Inc.,  sugges 
that  weak  conditions  in  industrial  r 
tions  and  opec's  shrinking  oil  revenue  ■ 
reflecting  falling  crude  prices,  may  e 
plain  flagging  U.  S.  export  orders. 
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l|he  idea  that  inflation  can  slow  as  an  expansion 
strengthens  goes  against  economic  wisdom.  But  be- 
fore you  say  "Can't  happen,"  consider  other  recent 
pected  events:  The  PLO  and  Israel  peace  accord.  The 
iage  of  Julia  Roberts  and  Lyle  Lovett. 
ieory  notwithstanding,  the  downtrend  in  inflation 
ights  how  this  upturn  continues  to  defy  the  rules 
,en  from  the  experience  of  past  expansions.  The  in- 
ruity  is  a  result  of  the  recession  and  slow  growth  of 
>ast  three  years,  which  have  left  the  economy  with 
ss  capacity  and  labor.  This  slack  means  growth  can 
up  momentum  for  a  while  without  hitting  up  against 
action  constraints  or  tight  job  markets. 

To  the  economy's  benefit,  low 
inflation  is  giving  consumers 
more  buying  power.  It  will  also 
keep  interest  rates  low  in  coming 
months.  And  cheap  financing  is 
enabling  companies  to  invest 
more  in  new  plants  and  equip- 
ment—a stellar  source  of  growth 
over  the  past  year. 

There  is  a  downside,  though. 
The  inability  of  businesses  to 
raise  their  prices  is  a  byproduct 
3  modest  uptrend  of  demand.  And  with  pricing  pow- 
mexistent  and  with  competition  fierce,  companies 
continue  to  rely  on  cost-cutting  in  order  to  raise 
profits. 

DICAL  So  far  this  year,  inflation's  performance 
IS  ARE  has  been  spectacular  (chart).  True,  the 
CKING  consumer  price  index  rose  0.3%  in  Au- 
F,  TOO  gust,  when  only  a  0.2%  gain  was  expect- 
Tiat  rattled  the  bond  market.  The  yield  on  a  30- 
Treasury  bond  jumped  from  5.87%  to  5.97%  on  the 
14  CPI  news. 

t  the  August  blip  is  no  sign  of  danger.  For  one 
,  the  major  cause  was  a  0.9%  jump  in  clothing  prices, 
ult  of  the  introduction  of  new  fall  and  winter  mer- 
lise.  The  Labor  Dept.'s  adjustment  process  seems  to 
the  seasonal  changeovers  to  higher-priced  apparel 
So  prices  may  very  well  fall  in  September, 
r  another,  prices  elsewhere  are  dropping.  Gasoline 
leating-fuel  prices  fell  in  August,  and  tobacco  prod- 
■vere  cheaper  too.  Altogether,  consumer  prices  are  up 
1.8%  from  a  year  ago.  Excluding  food  and  energy,  in- 
n  is  running  at  3.2%.  This  core  rate  is  likely  to  end 
ear  below  3%,  the  lowest  pace  in  21  years. 


SHOPPING  BAGS 
KEEP  FILLING  UP 


Even  medical  care— the  last  bastion  of  huge  price 
hikes— is  seeing  a  steep  slowdown  in  its  inflation  rate. 
Prices  for  health  care  rose  only  0.2%  in  August.  Medical 
care  inflation  has  dropped  from  a  peak  of  9.6%  in  early 
1991  to  just  5.8%  in  the  year  ended  in  August. 

Prospects  are  ripe  for  even  lower  inflation  at  the  pro- 
ducer level.  The  producer  price  index  for  finished  goods 
dropped  an  unexpected  0.6%  in  August,  because  of  a 
25.6%  plunge  in  tobacco  prices.  But  even  excluding  smok- 
ing products,  the  PPI  was  up  a  mild  0.2%. 

Prices  paid  for  finished  goods  have  hardly  budged  over 
the  past  year,  rising  only  0.6%.  And  further  up  in  the  pro- 
duction process,  the  supplies  and  raw  materials  bought  by 
businesses  have  increased  by  a  mere  1%. 

Moreover,  the  PPI  measures 
only  goods  bought  at  the  whole- 
sale level.  Prices  for  a  range  of 
services  used  by  companies— in- 
cluding accounting,  advertising, 
and  legal  services— are  all  nego- 
tiable as  well. 

The  latest  example  of  pricing 
flexibility:  another  round  of  air- 
fare wars.  After  almost  all  U.  S. 
carriers  added  $20  to  round-trip 
fares  in  early  September,  North- 
west Airlines  Inc.  offered  deep  discounts  to  dram  up  cus- 
tomers. Other  airlines  had  to  follow  suit  or  risk  losing 
business  during  the  slow  autumn  travel  period. 

Improvement  in  inflation  is  likely  to  get  a  boost  from 
the  developments  in  the  Mideast  as  well.  Indeed,  be- 
cause of  excess  production  by  OPEC  and  weak  demand 
globally,  oil  prices  have  fallen  by  20%  over  the  past  year. 
The  easing  of  tensions  in  the  Mideast  should  allow  prices 
to  slip  even  further  (page  34). 

WATCH  FOR  The  August  CPI  data  are  likely  to  be  a 
THE  FED  key  topic  of  talk  when  policymakers  at 
TO  HOLD  the  Federal  Reserve  sit  down  for  their 
STEADY  next  meeting  on  Sept.  21.  Some  Fed  offi- 
cials viewed  the  August  rise  as  a  disappointment.  But  the 
absence  of  any  true  price  pressures— along  with  the  desire 
to  calm  the  bond  market— suggests  that  the  central  bank 
will  hold  its  policy  steady. 

That  decision  is  also  likely  because  the  monetary  boss- 
es should  see  little  need  to  give  a  boost  to  the  economy. 
The  latest  data  on  retail  sales  suggest  that  consumers  are 
still  out  shopping  (chart).  And  the  Commerce  Dept.'s 
summer  survey  on  plant  and  equipment  spending  shows 
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that  businesses  are  planning  to  invest  more— not  less— in 
the  coming  quarters. 

Retail  sales  rose  0.2%  in  August,  and  the  July  gain 
was  revised  to  0.3%,  up  from  0.1%.  Car-buying  was  strong, 
with  a  0.7%  advance  last  month.  Building  materials,  food, 
clothing,  and  department-store  goods  also  posted  increases 
last  month.  After  adjusting  for  prices,  retail  sales  have 
risen  5.3%  from  a  year  ago. 

The  rise  in  retail  sales  sug- 
gests that  business  inventories 
continued  to  shrink  in  August, 
after  a  0.5%  fall  in  July  (chart I. 
Retail  inventories  declined  1.3%, 
led  by  a  4.9%  drawdown  of  car 
dealers'  stock  levels. 

After  adjusting  for  price 
changes,  store  purchases  have 
climbed  steadily  since  their 
weather-related  dip  in  March. 
And  the  initial  news  for  Septem- 
ber is  encouraging.  Sales  of  U.  S.-made  cars  and  light 
trucks  stood  at  an  annual  rate  of  11.5  million  in  early 
September,  about  the  same  as  in  August.  And  the  John- 
son-Redbook  Report  says  that  department-store  sales  in  the 
first  two  weeks  were  up  by  2%  from  August. 

So  far  in  the  third  quarter,  real  retail  sales  are  growing 
at  a  4.7%  annual  rate.  That  healthy  pace  hardly  suggests 
an  economv  that  is  winding  down. 
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SERVICES 
HAVE  THE 
URGE  TO 
SPLURGE 


In  fact,  the  economy  will  continue  to  get  a 
lift  from  business  spending  on  plant  and 
equipment.  Already,  outlays  for  capital 
equipment  have  accounted  for  one-third  of 
the  growth  in  this  economy  over  the  past  year.  And  the 
surge  in  the  production  of  business  computers  and  acces- 
sories has  boosted  industrial  output. 

The  Commerce  Dept.'s  survey  of  businesses  taken  in 
July  and  August  shows  that  plant  and  equipment  spend- 


WHO'S  BOOSTING 
CAPITAL  BUDGETS 


ing  will  increase  by  7.1%  this  year,  instead  of  the  6.4%  J 
vanee  that  was  reported  in  June.  If  it  is  carried  out,  tj 
rise  would  be  the  strongest  gain  in  capital  investment 
four  years. 

Companies  plan  the  biggest  increase  for  this  quart*, 
followed  by  a  smaller  rise  in  the  fourth.  The  funds  w 
likely  go  for  new  equipment,  especially  machinery  th 
raises  the  productivity  of  workers 

The  emphasis  on  improving  worker  output  is  mc 
acute  at  service  producers.  The  Labor  Dept.'s  latest  i 
vision  to  the  productivity  data  showed  that  nonfarm  oi 
put  per  hour  worked  fell  1.3%  in  the  second  quarter.  B 
manufacturers  alone  lifted  productivity  by  a  hefty  5.2 
It's  not  a  surprise,  then,  that  unit  labor  costs  for  all  m 
farm  businesses  grew  at  a  2.8%  annual  rate  last  quarfa 
while  factory  unit  costs  slipped  by  1.8% 

That  split  explains  why  ser- 
vices are  leading  the  spending 
rush  (chart).  Service  industries- 
including  wholesale  and  retail 
trade,  finance,  and  communica- 
tions—plan to  boost  outlays  by 
10.6%  this  year.  Manufacturers 
expect  a  3.4%  rise. 

Of  course,  not  all  of  the  new 
money  will  be  spent  domestically. 
Foreign  producers  of  machinery 
continue  to  make  inroads  into 
U.  S.  markets.  That  outside  competition,  though,  will  e 
ert  even  more  downward  pressure  on  capital-goods  pria 
which  rose  only  L8%  in  the  year  ended  in  August. 

It  is,  however,  forces  like  global  competition,  as  well 
rising  productivity,  that  make  the  inflation  outlook 
bright— even  as  the  economy  gathers  steam  to  grow  at 
healthy  3%  rate.  Inflation  below  3%  seemed  impossible 
few  years  ago.  And  who  would  have  bet  on  mortgaj 
rates  at  6.5%?  But  just  like  the  Israeli-Palestinian  pea 
accord,  sometimes  the  unexpected  does  happen 
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HOUSING  STARTS 


Tuesday,  Sept.  21,  8:30  cum. 
Construction  of  new  housing  probably 
rose  to  an  annual  rate  of  1.25  million 
units  in  August,  according  to  economists 
surveyed  by  McGraw-Hill  Inc.'s  mms  In- 
ternational. Despite  the  lowest  mort- 
gage rates  in  23  years,  starts  fell  0.2%  in 
June  and  a  further  2.7%  in  July.  Those 
drops,  along  with  better  weather  last 
month,  suggest  the  August  bounceback 
may  be  stronger  than  expected. 


FEDERAL  BUDGET 


Wednesday,  Sept.  22,  2  p.m. 
The  federal  government  will  likely  re- 
port a  deficit  of  S25  billion  in  August, 
nearly  identical  to  the  S24.7  billion  post- 


ed in  August.  1992.  Government  finances 
are  benefiting  from  better-than-forecast 
tax  receipts— a  result  of  healthier  growth 
in  personal  income  and  corporate  profits. 
Also,  the  lack  of  funding  for  the  Reso- 
lution Trust  Corp.  has  curtailed  outlays 
for  the  savings  and  loan  cleanup  this 
year.  After  August,  only  one  month  is 
left  in  fiscal  1993.  and  the  Treasury  usu- 
ally has  a  surplus  in  September.  That 
means  that  Washington  could  have  a 
deficit  of  less  than  S260  billion  in  1993- 
the  smallest  government  gap  in  three 
years. 

CAR  SALES  

Thursday,  SepL  23 

New  domestically  made  cars  probably 
sold  at  an  annual  rate  of  6.6  million  in 


the  middle  of  September.  That's  a  1 
better  than  their  6.4  million  pace  earli 
in  the  month,  but  below  the  6.9  millii 
pace  averaged  in  the  second  quarter. 

DURABLE  GOODS  ORDERS 


Friday,  Sept.  2U,  8:30  a.m. 
New  orders  for  durable  goods  likely  i 
creased  by  1.5%,  forecast  the  Mi 
economists.  Bookings  fell  3.1%  in  Jul 
but  most  of  that  decline  was  in  denial . 
for  aircraft.  New  orders  for  cars  ai 
light  trucks  probably  carried  the  day 
August.  But  because  these  vehicles  a 
shipped  out  quickly,  unfilled  orders  f< 
durable  goods  probably  continued 
slide  in  August.  In  July,  the  backl 
dropped  for  the  fifth  consecutive  mont 
sliding  0.2%. 
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MANAGING 
PARTNER 

Managing  your  company's  T  &  E  is  a  serious  part  of  doing  business.  Today,  it  involves  much  more 
in  just  cutting  costs.  That's  why  we  work  with  you  -  finding  ways  to  simplify  expense  payment  and  pro- 
sing. Helping  you  design  policies  that  fit  your  company's  culture.  And  providing  service  expertise  to  assist 
\  and  your  travelers  -  anytime,  anywhere.  You  see,  we  believe  that  when 
.ir  T  &  E  management  runs  smoothly,  your  company  runs  more  effectively, 
d  isn't  that  what  good  management  is  all  about? 

Travel  The  American  Express®  Corporate  Card. 


^Management 
■BBS  Services 
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ss^    It's  all  business. 
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BREAD 
AND  PEACE 

A  RUSH  TO  BEAT  SWORDS  INTO  PROFITS 


D 


ivs  after  the  signing  of  the  inter- 
im agreement  between  Israel  and 
the  Palestine  Liberation  Organi- 
zation, the  gritty  West  Bank  town  of 
Ramallah  looks  like  a  liberated  zone. 
Long-outlawed  Palestinian  flags  fly 
from  the  lamp  posts,  and  scrawled  revo- 
lutionary slogans  cake  the  imposing 
stone  walls.  The  setting  may  not  look 
auspicious  for  commerce,  but  in  one 
building  nestled  on  the  rock}"  hillside. 
Daniel  Issa.  a  local  soft-drink  magnate, 
is  getting  a  headstart  on  nation-building. 

Seated  at  an  enormous  rounded  desk. 
Issa  fields  phone  calls  from  Palestinians 
and  Israelis  alike.  He's  talking  with 
Coca-Cola  Co.  and  PepsiCo  Inc.  about 
bottling  franchises  for  the  territo- 
ries. And  he's  establishing  a  vast  in- 
dustrial park  he  hopes  will  attract  in- 
vestors. Issa  rubs  shoulders 
with  PLO  heavyweights  on  the 
Palestinian  Industrial  Council, 
a  kind  of  shadow  ministry  of 
industry.  "I'm  recommending 
to  our  leadership  that  we  give 
lot  of  incentives  to  multinational 
tors."  he  savs. 


AFTER  RABIN'S  AND 
ARAFAT'S  HISTORIC 
HANDSHAKE,  YEARS 
OF  BITTER  POLITICAL 
DISCUSSIONS  ARE 
STARTING  TO 
GIVE  WAY  TO  TALK 
OF  A  MIDEAST 
FREE-TRADE  ZONE 
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Israel  11% 
West  Bank40% 


PER  CAPITA 
INCOME 


Israel  $10, 
West  Bank  $1, 
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,a  and  other  such  entrepreneurial 
;tinians  are  key  actors  in  the  bold 
riment  now  under  way  in  the  Middle 

After  the  pomp  in  Washington  and 
euphoria  felt  around  the  world,  a 
:  of  the  enormity  of  the  task  ahead 
;tling  in.  As  Palestinian  leaders  pre- 
;  to  assume  real  responsibilities  in 

long-disputed  territories,  they  feel 
unting  pressure  to  move  quickly. 
?or  now,  they're  taking  a  decidedly 
;e-market,  pro-business  approach.  If 
jy  succeed,  one  of  the  world's  most 
igerous  hot  spots  will  be  cooled 
'.  The  extremist  Muslim  move-  ~, 
;nt  that  thrives  on  despair  will 
e  its  driving  force.  Already, 


prices   have  fallen 


sharply  as  the  market  reflects  a  decline 
in  regional  volatility  (page  34).  The  bitter 
political  discussions  that  have  prevailed 
in  Jerusalem  for  decades  are  giving  way 
to  talk  of  free-trade  zones  encompassing 
not  only  the  Palestinian  areas  and  Israel 
but  also  a  substantial  common  market 
including  Jordan,  Lebanon,  Egypt,  and 
even  hard-line  Syria. 

But  cementing  the  long-dreamed-of 
peace  will  require  new  economic  stabil- 
ity— and  growth.  While  some  65%  of  the 
residents  of  the  territories  approve  of 
the  accord,  a  hard  core  of  Muslim  mili- 
tants and  fervent  nationalists  re- 
main violently  opposed.  If  there 
is  economic  development  and 
stability,  "people  will  work 
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*    t  *     construction  mogul 
*     based    in  Athens. 
Adds  Hanna  Sin- 
iora,  now  head  of 
the  European  Pal- 
estinian Chamber 


mentalism,"  says  Hasib 
Sabbagh,  a  Palestinian 


of  Commerce:  "If  we  don't  succeed  in 
this,  all  our  other  efforts  will  fail." 

So  whatever  can  be  done  to  buy  the 
peace  seems  worth  the  price.  And  fortu- 
nately, the  price  tag  doesn't  appear  to  be 
all  that  steep.  The  2,300-square-mile  ter- 
ritories encompass  only  a  $3  billion  econ- 
omy. The  $5.5  billion  in  foreign  aid  and 
private  investment  that  the  World  Bank 
estimates  will  be  needed  over  the  next 
10  years  seems  easy  enough  to  raise 
(table,  page  35). 

Already,  the  French  have  hinted  that 
they  will  fund  an  airport  near  Yassir 
Arafat's  future  headquarters  in  Jericho 
and  a  port  in  Gaza.  The  overseas  Pales- 
tinian community  can  be  counted  on  to 
kick  in  much  of  the  $2.5  billion  in  private 
investment  that  the  World  Bank  thinks 
the  territory  can  absorb  over  the  next 
decade.  Although  many  people  in  the 
territories  are  poor  and  live  in  squalid 
conditions,  there  is  money  both  there 
and  abroad. 

tourist  attractions?  One  eager  over- 
seas Palestinian  is  Nablus-born,  U.  S.- 
trained  Munib  Masri,  a  former  Phillips 
Petroleum  Co.  executive  who  runs  a  con- 
struction-and-manufacturing  conglomer- 
ate based  in  Amman,  Jordan.  Like  many 
Palestinian  businessmen  who  have  pros- 
pered abroad,  he  feels  an  obligation  to 
help  create  a  new  nation.  Even  before 
the  peace  accord,  he  sent  a  team  to  scout 
business  prospects  from  construc- 
tion to  tourism,  and  he  hopes  to  set 
■L  up  a  second  headquarters  for  his 
1^.  group  near  Jerusalem.  "The  diaspo- 
ra taught  us  a  lot,  and  we  owe  it  to 
Palestine,"  he  says.  "I  would  love  to  be 
the  project  manager  personally  to  build 
a  road  or  school  or  anything." 

And  Jaffa-born,  Kuwait-based  Abdul 
Muhsen  Kattan,  whose  businesses  range 
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from  real  estate  to  investment  banking, 
is  discussing  with  other  Palestinians  the 
idea  of  establishing  a  holding  company 
to  identify  projects  for  prospective  Pal- 
estinian investors.  The  motive,  Kattan 
says,  is  not  mainly  profit  but  "to 
go  and  help  our  people.  There  are  many 
like  me." 

The  people  certainly  need  the  help.  Af- 
ter 25  years  of  Israeli  occupation  and 
five  years  of  the  violent  Intifada,  or 
uprising,  the  territories  are  decrepit. 
Telecommunications,  the  electrical  grid, 
water,  and  sewers  are  all  about  five  de- 
cades out  of  date.  Experts  figure  unem- 
ployment is  running  as  high  as  35%.  Up- 
ward of  300,000  Palestinian  refugees 
from  the  1967  war  may  now  flood  into 
the  territories,  further  straining  the  job 
market  and  the  housing  stock. 

Nor  are  political  problems  among  the 
Palestininans  and  with  the  Israelis  re- 
solved. Israeli  settlements  will  remain  as 
flashpoints  in  both  Gaza  and  the  West 
Bank.  At  a  recent  panel  discussion  with 
Israeli  and  Palestinian  academics,  Khali! 
Shikaki,  an  adviser  to  the  PLO  on  securi- 
ty matters,  predicted  that  attacks  on 
Israeli  settlers  by  Gaza  radicals  were 
inevitable  and  could  still  torpedo  the 
accord. 

delicate  TASK.  Arafat's  arrival  on  the 
scene  could  also  make  political  waves. 
He  is  expected  to  bring  his  close  asso- 
ciates and  his  bureaucracy  from  Tunis  to 
the  territories  and  could  face  a  delicate 
task  in  appeasing  local  leaders  who  have 
developed  followings  of  their  own  and 
considerable  independence  in  recent 
years.  Faisal  Husseini,  the  top  Palestin- 
ian leader  in  the  territories,  recently 
threatened  to  resign  from  the  negotiat- 


ing team  over  Arafat's  secretive  han- 
dling of  the  peace  talks. 

There  is  also  some  concern  that  Ara- 
fat will  continue  the  lax  management 
style  that  has  apparently  helped  dissi- 
pate much  of  the  PLO's  multibillion-dollar 
fortune.  One  worry  in  particular  is  that 
he  will  favor  the  politically  well-connect- 
ed with  choice  business  opportunities. 
But  some  close  observers  of  Palestinian 
affairs  think  the  PLO  chief  knows  this  is 
his  last  chance  and  will  reform  his  ways. 
tax  source.  As  for  the  Israelis,  whatev- 
er powers  over  the  Palestinians  they  are 
giving  up,  they  still  hold  the  fate  of  the 
territories  in  their  hands.  In  the  short 
term,  many  Palestinians  say,  it  is  crucial 
for  the  Israelis  to  reverse  their  policy  of 
closing  off  the  territories.  That  has  shut 
thousands  of  Palestinians  out  of  Israeli 
construction  and  other  industries — 


Ml' 

throwing  nearly  one-third 
the  350,000  Palestinian  wo 
force  out  of  a  job 

Indeed,  for  the  Palestini|»-|; 
economy  to  succeed,  Isra,' 
will  have  to  relinquish 
of  its  economic  control.  F 
years,  Israel  has  run  the  t( 
ritories  as  a  captive  mark 
for  its  products,  and 
squeezes  much  more  re\ 
nue  out  of  the  territories 
taxes  than  it  puts  back 
territories   are  basically 
free-trade  zone  for  Israfe 
companies,  but  Palestinians 
vegetables  and  other  pro 
ucts  are  banned  from  Israi 
Exports  from  Israel  to 
territories  approach  $1 
lion  a  year,  while  only 
million  in  textiles 
materials,  and  other 
ucts  go  the  other  way. 
Israelis  also  keep  cheap 
danian  foodstuffs,  housle 
hold  goods,  and  cement  out  of  the  ter 
tories.   Now,   Israel  will  be  und> 
pressure  from  the  international  comitit. 
nity  to  change  this,  and  such  officials 
Central  Bank  Governor  Jacoab  Frank 
are  urging  such  a  course.  But  there 
not  yet  a  guarantee  that  the  politiciai 
and  powerful  lobbies  will  go  along 

Even  with  all  the  pitfalls,  much  goo 
will  exists  on  both  sides — particular  5 
among  the  technocrats.  Israeli  economi|/ 
Haim  Ben  Shahar,  who  chaired  a 
member  government  committee  on 
tonomy,  urges  dropping  barriers  to 
estinian  exports,  including  tomatoe 
cucumbers,   and   other  agricultur 
goods.  He  believes  that  in  the  long  riu 
free  trade  with  the  Palestinian  are;:! 
would  be  good  for  Israel.  "The  pie 
increase  on  both  sides,"  he  says. 
If  the  Israelis  play  their  cards  rig! 
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PEACE  DIVIDEND?  HOW 
ABOUT  OIL  AT  $10  A  BARREL? 


What's  the  bottom  on  oil  prices? 
Since  March,  the  per-barrel  cost 
has  slid  from  over  $20  to  under 
$17.  Now,  peace  in  the  Middle  East  is 
adding  to  the  forces  driving  prices  down. 
Some  analysts  figure  $10  is  a  possibility — 
a  price  oil  hasn't  hit  since  the  last  boom 
came  to  an  end  in  1986. 

Prices  are  dropping  largely  because 
OPEC  is  unable  to  cut  production  in  Iran, 
the  United  Arab  Emirates,  Nigeria,  and 
other  cash-short  members — a  problem 
made  worse  by  rising  North  Sea  output 


me  id 
OP  re 


and  light  demand.  OPEC  is  now  pi 
more  than  a  million  barrels  per 
the   23.5-million-barrel  cap 
agreed  to  in  June.  "Right  now, 
no  credibility,"  says  Lawrence  Go 
president  of  the  Petroleum  Indus!, 
search  Foundation. 
more  pumping?  The  sudden  impro 
in  Middle  East  peace  prospects 
complicating  OPEC's  quest  for  price 
ity.  After  trading  above  $18  per 
much  of  the  summer,  crude  oil 
falling  apart  on  the  news  of  talks  b 
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;ould  be  big  winners.  With 
rab  boycott  fading,  Pales- 
s  could  become  Israel's 
ihead  to  the  lucrative  Per- 
Julf  markets.  Some  Israeli 
;ssmen  are  already  estab- 
r  close  ties  with  their  Pal- 
an  counterparts.  Benny 
chief  executive  officer  of 
Industries  Ltd.,  Israel's 
t  industrial  concern,  says 
dose  to  forming  a  joint  Is- 
Vrab-Palestinian  company 
TOuld  invest  in  the  territo- 
ie  hopes  eventually  to  list 
ck  in  the  U.  S.  "We  started 
*ing  a  year  ago,"  he  says, 
mew  we  had  to  go  into  the 
markets." 

;rty  boom.  Amid  all  the 
ainty,  there  is  reason  for 
sm.  The  Palestinians  are 
ucated  and  energetic  peo- 
"hey  have  waited  a  long 
'or  a  crack  at  having  their 
tate,  and  they  are  bound  to 
heir  wallets.  If  the  Israelis 
leir  troops  out  of  populated 
and  the  Intifada  dies  away,  there 
be  at  least  a  miniboom. 
:ady,  choice  homesites  in  Ramallah 
tripled  in  price,  to  $180,000.  In 

a  hellhole  by  any  definition,  a 

of  prime  commercial  property 
for  as  much  as  $1  million.  If  all 
veil,  the  World  Bank  foresees  eco- 

growth  exceeding  3%  per  year, 
I  the  current  $1,700  per  capita  an- 
icome  to  above  $2,300  in  a  decade, 
mist  Shahar  predicts  that  growth 

ultimately  be  as  high  as  10% 

experts  say  that  serious  industri- 
on  in  the  territories  will  proceed 
.  In  the  next  year  or  so,  economic 
h  is  likely  to  come  largely  from  a 
ig  boom  generated  by  political  sta- 
and  an  easing  of  tight  Israeli  zon- 
strictions,  particularly  in  the  Gaza 


Strip.  New  government  buildings  in  Jeri- 
cho in  the  sultry  Jordan  Valley  would 
also  fuel  construction.  Another  possible 
area  of  early  growth  could  be  tourism — 
the  mainstay  of  the  economy  before 
1967.  Such  revered  cities  as  Bethlehem, 
Jerusalem,  and  Hebron,  the  site  of  the 
tomb  of  Abraham,  have  huge  potential 
for  attracting  both  Western  and  Muslim 
visitors. 

Much  of  the  industrial  investment,  as 
it  trickles  in,  is  likely  to  be  closely  tied  to 
Israel,  whose  $60  billion  economy  is  20 
times  that  of  the  territories.  The  Israelis 
are  already  trying  to  turn  the  territories, 
especially  Gaza,  into  a  kind  of  maquila- 
dora  area  to  take  advantage  of  cheaper 
labor  costs.  The  Israelis  are  encouraging 
the  Gazans  to  shift  from  vegetables  into 
the  labor-intensive  cut-flower  industry 
for  the  European  markets.  Also,  there 


the  PLO  in  August,  coupled 
evidence  of  falling  demand.  If 
ads,  analysts  say,  prices  could 
jr. 

try  to  regain  its  hold  on  the 
a  Sept.  25  meeting  in  Geneva. 
3  energy  minis- 
Parra,  proposes 
iduction  to  24.5 
rels  per  day  for 

quarter.  That 
i  room  for  Ku- 
ep  replenishing 
)leted  treasury. 
1  "would  have  a 

effect,"  says 
gy  Corp.  Presi- 
t  L.  Keiser. 

ill  afford  to  let 


oil  prices  plummet.  A  drop  to  $10  would 
cost  its  members  $80  billion  a  year.  So 
while  mistrust  between  Iran  and  Saudi 
Arabia  is  even  higher  than  usual  these 
days,  many  analysts  expect  OPEC  will 
patch  things  up.  "OPEC  is  at  its  best  when 
the  oil  market  is  at  its 
worst,"  says  Kidder,  Pea- 
body  &  Co.  analyst  Ber- 
nard Picchi.  But  even  if 
OPEC  pulls  off  a  deal,  sta- 
bility may  be  short-lived. 
Dealing  with  overproduc- 
tion, empty  coffers,  and 
spreading  Mideast  peace  in 
one  simple  handshake  is  a 
lot  to  ask,  even  of  a  cartel. 

By   Peter   Burrows  in 
Houston 


PAYING  FOR  PEACE 

The  World  Bank  estimates  that  at 
least  $5.5  billion  in  foreign  aid 
and  private  investment  is  needed 
for  the  territories  over  10  years. 
Officials  say  it  could  break  down 
annually  as  follows: 

PRIVATE  AID  AND  INVESTMENT 

$250  million 


EUROPEAN  COMMUNITY 

$125  million  (already  pledged) 


GULF  STATES 

50  million  to  $100  million 


JAPAN 

$50  million 


U.S. 

$50  million  to  $100  million 


NORDIC  COUNTRIES 

$25  million  to  $50  million 


WORLD  BANK 

$25  million 


are  many  Israeli-Palestinian  partner- 
ships in  clothing  and  textiles. 

Although  they  are  still  skittish  about 
discussing  their  contacts,  many  Palestin- 
ians are  now  scrambling  to  cut  deals 
with  Israelis.  While  they  find  the  pros- 
pect of  being  junior  partners  irritating, 
Palestinian  economic  thinkers  say  they 
are  willing  to  accept  such  relationships 
as  long  as  the  Israelis  are  sincere  about 
opening  their  markets  to  Palestinian 
goods.  "We  know  we  can't  jump  from 
the  bottom  to  the  top  of  the  ladder," 
says  Samir  Abdullah,  an  economist  and 
a  member  of  the  Palestinian  negotiating 
team.  "We  just  seek  fairness  and  then 
want  to  let  the  law  of  comparative  ad- 
vantage play  out." 

Here  and  there,  one  can  find  invest- 
ment just  waiting  to  be  made.  Vahan  T. 
Ohanessian  takes  a  visitor  through  his 
family's  $18  million  Ohanessian  (TAKO) 
Paper  Industries  plant  in  Ramallah.  He 
proudly  points  to  a  huge  disposable  dia- 
per machine  that  he  designed  himself 
and  had  built  in  the  factory's  workshop. 
Ohanessian  says  he  has  lost  money  since 
the  Intifada  began  in  1988  because  his 
workers  are  afraid  to  report  for  night 
shifts  and  miss  day  after  day  because  of 
political  strikes  and  funerals.  Gesturing 
out  at  an  empty  yard,  he  says  that  just 
before  the  Intifada,  he  was  poised  to 
add  capacity  there  that  would  have  more 
than  doubled  the  factory's  present  work 
force  of  120.  Boasts  Ohanessian:  "If 
they  leave  us  free,  we  can  compete  with 
anybody." 

By  Stanley  Reed  in  Ramallah,  with  Neal 
Sandler  in  Jerusalem,  John  Pearson  in 
New  York,  and  Owen  Ullman  in 
Washington 


BUSINESS  WEEK/SEPTEMBER  27,  1993  35 


Commentary/by  Amy  Borrus 


HOW  CLINTON  CAN  HELP  KEEP  THE  PEACE 


■  t  didn't  take  long  for  the  carping  to 
I  start.  Even  before  Israel  and  the 

■  Palestine  Liberation  Organization 
signed  their  historic  peace  agreement 
on  the  White  House  lawn  on  Sept.  13, 
foreign  policy  insiders  were  sniping 
that  President  Clinton  and  Secretary  of 
State  Warren  M.  Christopher  were 
mere  spectators  in  the  diplomatic  dra- 
ma. If  dealmeisters  George  Bush  and 
James  A.  Baker  III  were  still  in 
charge,  the  talk  went,  the  U.  S.  would 
have  maintained  stewardship  of  the  se- 
cret negotiations. 

But  it   may  not  have       .  _ 
been  a  bad  idea  to  have 
America  wait  in  the 
wings  through  the  ear- 
ly phases  of  the  recon- 
ciliation. The  Israeli-Pal 
estinian  accord  may 
ultimately  prove  more 
durable     than  one 
achieved  by  Presiden- 
tial arm-twisting  and 
shuttle  diplomacy. 
"The  fact  that  the 
parties  sorted  out  a 
lot  of  tough  issues  on 
their     own  means 
they'll  feel   more  re- 
sponsibility for  them," 
argues    William  B. 
Quandt,  a  senior  fellow 
at  the  Brookings  Institution,  a  Wash- 
ington think  tank. 

Now  that  Israel  and  the  plo  have 
taken  the  critical  first  steps  toward 
mutual  recognition  and  self-rule  for 
Palestinians,  however,  it's  time  for 
Washington  and  other  nations  to  play 
far  more  prominent  supporting  roles. 
Securing  the  peace  will  require  that 
the  U.  S.  maintain  its  large  financial 
presence  in  the  region — and  coax  oth- 
ers to  pony  up.  Otherwise,  a  compre- 
hensive Middle  East  settlement  could 
still  be  an  elusive  dream. 
"up  the  ante."  For  starters,  Uncle 
Sam  can  continue  to  contribute  the  $5 
billion  in  combined  annual  assistance 
that  America  has  provided  Israel  and 
Egypt  since  the  1978  Camp  David  ac- 
cords. Trimming  aid  now — as  some  on 
Capitol  Hiil  suggest — would  unnerve 
already-anxious  Israelis  and  undermine 
Egyptian  President  Hosni  Mubarak 
just  as  Egypt's  courageous  peace  with 
Israel  has  been  vindicated.  To  set  an 
example  for  others,  Washington  ought 


to  boost  the  modest  $25  million  a  year 
it  has  been  channeling  to  private  chari- 
ties in  the  West  Bank  and  Gaza  Strip. 
"To  be  a  leader  in  this,  we  have  to  up 
the  ante  a  bit,"  says  Peter  Gubser, 
president  of  American  Near  East  Refu- 
gee Aid,  a  private  Washington-based 
organization  that  provides  financial  as- 
sistance to  the  region's  refugees. 

There  are  limits  to  what  the  U.  S. 
can  do,  though.  Politically  and  fiscally, 
it  was  easier  at  the  time  of  the  1978 
Camp  David  agreement  to  plow  sub- 
stantial sums  into  the  Mideast.  The 


budget  deficit  was  not  as  daunting. 
And  in  a  cold-war  context,  it  was  worth 
the  enormous  investment  to  woo  Egypt 
away  from  Soviet  influence  and  pre- 
vent another  Middle  East  war.  Now, 
with  Washington  facing  serious  budget 
constraints,  it  can't  be  expected  to  pro- 
vide the  bulk  of  the  $3  billion  or  so  that 
the  World  Bank  and  other  institutions 
think  will  be  needed  over  the  next  de- 
cade to  shore  up  the  crumbling  infra- 
structure of  the  West  Bank  and  Gaza. 

What  can  the  Clinton  Administration 
do?  Initially,  provide  some  seed  money 
and  marshal  generous  pledges  from 
wealthy  Arab  states,  Europe,  and  Ja- 
pan. The  President's  suggestion  of  a 


The  U.S.  must  provide  seed 
money — and  line  up  generous 
pledges  from  wealthy  Arab 
states,  Europe,  and  Japan 


donors'  conference  is  a  good  first  step. 
Despite  their  current-account  deficits 
and  depressed  oil  prices,  the  Gulf 
States  have  the  wherewithal  to  provide 
the  lion's  share  of  the  money — and  it's 
in  their  self-interest  to  do  so.  Creating 
economic  stability  in  the  West  Bank 
and  a  newly  autonomous  Gaza  would 
blunt  the  appeal  of  Islamic  fundamen- 
talism— the  gravest  threat  to  regional 
stability.  And  the  Europeans,  longtime 
supporters  of  the  Palestinian  cause, 
also  could  be  called  on  to  put  their 
money  where  their  mouths  have  been. 
dogged  diplomacy.  If  Wash- 
ington can  legitimately 
avoid  additional  finan- 
cial obligations,  it  can- 
not dodge  new  diplo- 
matic responsibilities. 
With  the  PLO  in  line, 
the  U.  S.  can  urge  the 
rest  of  the  Arab  world 
to  begin  to  normalize 
relations  with  Israel, 
including  ending  the 
economic  boycott. 
Dogged,  hands-on  di- 
plomacy will  be  need- 
ed to  persuade  Israel 
and  Syria  to  move  to 
resolve  the  trickier  is- 
sue of  the  Golan 
Heights.  The  myriad 
contacts,  forged  over  decades,  that 
made  it  possible  for  Israelis  and  Pales- 
tinians to  mediate  their  own  deal  sim- 
ply don't  exist  between  Jerusalem  and 
Damascus. 

Much  of  the  critical  scut  work  to  lay 
a  foundation  for  progress  can  be  ac- 
complished by  foreign  service  profes- 
sionals at  the  State  Dept.  But  there 
inevitably  will  be  roadblocks  along  the 
way  that  require  a  high-profile  Presi- 
dential assist.  From  the  start  of  his 
Presidency,  Bill  Clinton  has  been  reluc- 
tant to  let  foreign  policy  overshadow 
his  cherished  domestic  agenda.  And  he 
could  easily  be  distracted  by  his  drive 
for  health-care  reform  and  his  effort  to 
reinvent  government.  But  Clinton  has 
the  first  opportunity  in  a  generation  to 
help  engineer  a  genuine  regional  politi- 
cal settlement  in  the  Middle  East.  It 
would  be  a  mistake  to  let  it  slip  from 
his  grasp. 

Borrus  covers  foreign  policy  from 
Washington. 
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The road 
warrior's 

weapon  of 

choice. 


The  HP  100LX  palmtop  PC  keeps 
you  in  touch  wherever  you  go. 

It  packs  cutting-edge  computing  and 
communications  features.  All  wrapped 
up  in  a  sleek  11-ounce  package.  Includ- 
ing one-key  access  to: 

ISSI  cc:Mail' Mobile, the market- 
IfSSJ  leading  e-mail  software. 
Today's  new  card  modems  fit  neatly 
into  our  PCMCIA  2.0  slot,  connecting 
you  to  your  corporate  or  office  e-mail 
systems.  Talk  about  portable  com- 
munications! This  e-mail  solution  fits 
right  in  your  pocket, 

f^Hl  Take  most  of  your  office  with 
ISI  you.  Built-in  MS-DOS™  5.0 
means  you  can  run  optional  PC  soft- 


ware, such  as  Quicken,  Microsoft 
Project  Manager  and  ACT!  No  other 
palmtop  comes  close. 

With  equal  ease,  you  can  create  cus- 
tom databases.  And  sort  through  a 
list  of  cust  omer  billing  profiles  or 
your  favorite  restaurants. 

Even  when  you're  on  top  of 
the  world,  our  appointment 
book  keeps  you  on  top  of  your 
schedule.  With  week-  and  month-at- 
a-glance.  You  don't  miss  a  thing. 

C^fl  Keep  running  numbers  on 
■LI  the  rim.  One  touch  brings  up 
Lotus*  1-2-3,"  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  features  keep  coming.  Like  note- 


taker  to  capture  ideas.  Powerful 
analysis  on  the  HP  financial  calcula- 
tor. Flexible  phone  book.  And  much, 
much  more. 

For  more  information  and  the  name 
of  your  nearest  HP  100LX  dealer,  call 
us  at  1-800-443-1254,  Dept.  989.  Then 
hit  the  road  armed  with  all  the  right 
answers. 


mLcM  PACKARD 


cc  Mail  Mobile  is  a  U  S  irademark  of  cc  Mail,  a  wholly  owned  subsidiary  ot  Lotus 
Development  Corporation  Microsoft  and  MS-DOS  are  U  S  registered  trademarks  a 
Microsoft  Corporation  Lotus  and  1-2-3  are  U  S  registered  trademarks  of  loius 
Development  Corporation  <TjI993  Hewlett-Packard  Company  PG12307A 


THE  DIGITAL  DERBY 


Viacom 's  proposed  acquisition  of  Paramount  Commu- 
nications would  make  it  a  diversified  multimedia  paw 
erhouse.  Here's  how  the  major  players  shape  up:  ] 


PARAMOUNT  VIACOM  Unrivaled  in  national  distribu- 
tion, with  7  cable  networks  and  12  broadcast  stations 
But  weaker  in  local  distribution,  with  only  1 . 1  million 
cable  subscribers.  Strong  programming  through  Para- 
mount Pictures.  -J  >  ; 


TIME  WARNER  No.  1  in  programming,  with  Warner 
Brothers  and  Home  Box  Office.  Also  strong  in  local  di 
tribution,  with  7  million  cable  subscribers.  Weak  in  na 
tional  distribution,  with  no  basic-  cable  or  broadcast 
networks. 


NEWS  CORP*  Superb  national  distribution,  with  Fox 
broadcast  and  cable  networks.  Developing  similar 
overseas  distribution  with  satellites.  Weaker  in  produi 
tion,  with  20th  Century  Fox  studio.  /*".; 


DATA:  PAINEWEBBER  GROUP  INC.,  BUSINESS  WEEK 


THE  ENDING  OF  PARAMOUNT'S  SCRIPT 
MAY  NOT  BE  WRITTEN  YET 


Other  players  could  still  break  up  Viacom's  ambitious  deal 


That  loud  thud  on  Sept.  12  was  the 
sound  of  the  biggest  shoe  in  the 
media  world  dropping.  The  noisy 
buzz  that  followed  came  from  a  thou- 
sand media  mavens  guessing  whether 
another  one  would  follow. 

After  years  of  resolutely  refusing  to 
do  a  deal,  Martin  S.  Davis  finally  agreed 
to  merge  Paramount  Communications 
Inc.  with  another  media  company.  The 
chairman  of  Paramount  succumbed  to 
the  blandishments  of  Sumner  M.  Red- 
stone, billionaire  owner  of  Viacom  Inc., 
which  will  acquire  Paramount  in  a  stock- 
and-cash  deal  worth  $7.7  billion.  The  new 
Paramount  Viacom  would  be  a  multi- 
media colossus  that  could  redraw  the 
competitive  map  in  media. 
priceless  GEM.  That  is,  if  the  other  shoe 
doesn't  drop  first.  Executives  close  to 
Barry  Diller,  chairman  of  QVC  Network 
Inc.,  say  he  has  considered  making  an 
offer  for  Paramount  for  some  time,  pos- 
sibly with  the  backing  of  his  partners, 
cable  titan  John  C.  Malone  and  operator 
Comcast  Corp.  Many  observers  believe 
Davis  acceded  to  a  merger  in  part  to 
head  off  such  a  bid.  Now,  insiders  say 
Diller  is  weighing  a  counteroffer.  And 
other  U.  S.  and  European  media  compa- 
nies could  come  out  of  the  woodwork. 

Why  such  a  stir?  Mostly  because  Par- 
amount is  a  priceless  asset  for  compa- 
nies hoping  to  compete  in  digital  media. 


But  rival  bidders  may  also  be  goaded  by 
Viacom's  stock,  which  dropped  from  66, 
when  Davis  and  Redstone  set  the  terms 
of  the  deal,  to  a  recent  61 V2.  Since  most 
of  the  offer  is  in  the  form  of  stock,  that 
reduces  the  value  of  the  deal  from  $69 
for  each  Paramount  share  to  about  $65. 
Stock  declines  are  not  uncommon  in 
such  deals.  But  Viacom  was  also  hurt  by 
charges  that  Redstone  buoyed  his  stock 
with  heavy  share  purchases  in  the  two 
months  before  the  deal.  Viacom  insists 
Redstone  abided  by  all  regulations. 

Still,  if  the  value  of  the  deal  sinks  to 
$60  or  lower,  a  competing  bid  could  look 
plausible.  Friends  argue  that  Diller,  who 
once  ran  Paramount  Pictures  Corp.  un- 
der Davis,  is  superbly  qualified  to  steer 


REDSTONE  AND  DAVIS:  UNLIKELY 
ALLIANCE?  OR  AN  INSPIRED  ONE? 


the  company  into  new  ventures,  suclis. 
a  fifth  broadcast  network.  Wall  Stre! 
seems  undecided  about  the  likelihoodbf 
a  bid.  After  an  early  surge,  Paramour's 
stock  retreated,  but  then  closed  up  Hi 
on  Sept.  15,  at  64  Vi. 

Indeed,  most  observers  see  Viacfn 
and  Paramount  as  an  inspired  mals 
The  company  would  be  the  world's  ltd- 
ing  cable  programmer,  with  netwo:; 
such  as  MTV  and  Nickelodeon;  the  N|i 
book  publisher,  with  Simon  &  Schu&r 
Inc.;  and  one  of  Hollywood's  prener 
producers,  with  Paramount  Pictuiis. 
With  cash  flow  of  more  than  $1  bil&fi 
and  only  $3.3  billion  in  debt,  Paramo  11 
Viacom  may  be  better  positioned  to  coi- 
talize  on  multimedia  technology  Un 
even  Time  Warner  Inc.  or  Rupert  IVr- 
doch's  News  Corp.  (table). 

"GREAT  CASE  STUDY."  For  all  its  lott 

though,  the  merger  still  seems  a  hurfed 
affair.  The  agreement,  for  examie. 
gives  no  job  titles  to  the  current  pisi- 
dents  of  Viacom  or  Paramount,  -or 
does  it  provide  a  timetable  for  the  reire- 
ment  of  Davis,  66.  Even  with  a  mph 
clearer  definition  of  roles,  the  Bii 
merger  of  Time  Inc.  and  Warner  Qn- 
munications  Inc.  was  later  doggedpv 
clashes  in  the  executive  suite. 

Observers  doubt  the  strong-willed  'a- 
vis  can  coexist  for  long  with  the  equ  b 
tenacious  Redstone.  "This  is  going!tt> 
make  for  a  great  case  study  at  Hanrd 
business  school,"  says  one  of  the  bak- 
ers involved  in  the  deal. 

For  now,  Davis  will  be  CEO,  reportig 
to  the  70-year-old  Redstone,  who  olns 
69%  of  the  new  company's  voting  st'k 
Viacom  President  Frank  J.  Biondib 
and  Paramount  President  Stanley  R 
Jaffe  will  be  members  of  a  transton 
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that  will  figure  out  how  to  combine 

itions.  Most  observers  predict  that 
Davis  retires,  Redstone  will  ele- 

his  protege  Biondi  to  CEO.  But  Red- 
doesn't  mind  leaving  such  matters 
"What  we  decided  is  that,  rather 

facing  those  issues  now,  we'd  just 

e  deal,"  he  says. 

re-nd  such  details,  Redstone  will 
to  contend  with  a  partner  with 
;  different  from  his  on  how  to  pre- 
for  the  digital  future.  Davis  gener- 
;schews  strategic  partnerships  that 
re  selling  equity  stakes,  such  as 
West's  $2.5  billion  alliance  with 


Time  Warner.  "Why  should  we  sell  off 
25%  of  our  assets  to  anyone?"  he  asks. 
Yet  Redstone  recently  considered  a  $2.4 
billion  deal  that  would  have  given  South- 
western Bell  Corp.  and  Crown  Media 
Inc.  each  a  stake  in  Viacom's  cable  prop- 
erties. That  deal  fell  through.  But  Red- 
stone says  he  is  talking  to  three  other 
phone  companies  about  alliances. 
more  flexible.  Of  course,  with  Red- 
stone owning  a  majority  of  the  stock, 
such  disagreements  may  be  moot.  And 
observers  note  that — given  their  reputa- 
tions for  mulishness — Redstone  and  Da- 
vis have  already  shown  remarkable  flex- 


ibility: "Both  guys  had  to  cross  a 
Rubicon,"  says  Steven  Rattner,  a  gener- 
al partner  at  Lazard  Freres  &  Co.,  which 
advised  Paramount.  "Redstone  had  to 
accept  paying  a  premium.  Davis  had  to 
accept  giving  up  control." 

Sheer  willpower  has  allowed  Redstone 
to  assemble  a  giant,  and  Davis  to  pre- 
empt a  bid  from  his  former  employee, 
Diller.  But  as  other  warriors-turned- 
partners  have  found,  living  together  is 
the  true  test  of  any  marriage — especial- 
ly one  that's  hastily  arranged. 

By  Mark  handler  in  New  York,  with 
Ronald  Grover  in  Los  Angeles 


ISM  I 


IT  TOURIST  SEASON 
t  OPEN  SEASON  IN 


ent  murders  of  foreigners  are  chilling  travel  and  other  businesses 


^uns,  not  fun  in  the  sun,  are  gar- 

Pnering  headlines  around  the 
world  and  threatening  Florida's 
million  tourism  business.  A  spate  of 
ly  publicized  murders — the  latest  of 
itish  tourist  shot  on  Sept.  14  in  a 
area  outside  the  state  capital  of  Tal- 
>see — has  Florida  officials  scram- 
;  to  save  the  state's  top 
stry.  The  crime  wave 
wiped  out  what  was 
g  to  be  a  banner  year," 
:nts  Florida  Commerce 
•etary  Greg  Farmer. 
:re  are  going  to  be 
i  double-digit  cancella- 
;  from  Europe." 
>  part  of  the  state's 
age-control  program, 
jrnor  Lawton  Chiles  or- 
d  840  additional  police 
auxiliary  state  officers 
eef  up  patrols  around 
Dr  airports,  on  high- 
s,  and  near  rest  areas. 
3w  1-800  telephone  line 
elding  calls  from  wor- 
prospective  visitors. 
Lieutenant  Governor 
dy  MacKay  appealed 
onally  to  President  Bill 
ton  and  Attorney  Gen- 
Janet  Reno  for  a  $4 
on  federal  grant  to  ex- 
1  police  patrols  in  Dade  County, 
re  a  German  tourist  was  murdered 
>ept.  8  on  a  Miami  freeway.  Farmer 
is  busily  citing  statistics  that  fewer 
i  0.5%  of  Florida's  41  million  visitors 
victims  of  violent  crime, 
verseas  tourists,  nonetheless,  are  ex- 
ed  to  cancel  in  droves.  There  were 
British  cancellations  in  the  immedi- 
wake  of  the  murder  of  Gary  Colley, 


34,  killed  as  he  attempted  to  drive  away 
from  two  robbers — becoming  the  ninth 
foreign  tourist  murdered  in  Florida  since 
last  fall.  But  given  the  lurid  headlines  in 
Britain's  tabloids  and  the  front-page 
play  even  in  London's  staid  newspapers, 
the  Foreign  Office  acknowledges  its 
1993  estimate  of  1  million  British  visitors 


The  state  has  beefed  up  police  patrols  of 
highways  and  airports  and  created  a  1-800  line 
to  field  calls  from  worried  prospective  visitors 


to  Florida  is  overstated.  Indeed,  Britain's 
Foreign  Office  in  April  took  the  unusual 
step  of  issuing  a  travel  advisory  on  Flor- 
ida— its  first  ever  for  the  U.  S. — follow- 
ing the  murder  of  a  German  tourist  who 
was  run  over  on  a  Miami  street. 

Some  tour  operators  are  already  feel- 
ing the  impact.  Bookings  are  down  30% 
to  50%'  from  where  they  should  be  for 
November  through  April,  says  Jeff  Lay- 


Ion,  of  Go  America  Tours  Inc.,  a  compa- 
ny that  books  mostly  German  tourists. 
"We  don't  plan  on  it  being  a  good  win- 
ter," he  says.  Roberto  Willimann,  vice- 
president  of  Miami-based  Specialized 
Travel  Systems  Inc.,  says  that  summer 
business  was  already  down  by  207'. 
precautions.  The  Florida  murders  even 
reverberated  on  Wall  Street.  Disney 
World,  which  draws  5%  of  its  visitors 
from  Europe,  reports  no  change  in  its 
visitor  counts.  But  Goldman,  Sachs  & 
Co.  analyst  Richard  P.  Simon  lowered 
his  1993  earnings  estimate  for  Disney  by 
7<t  a  share,  citing  the  vulnerability  of  its 
theme  parks  to  U.  S.  recession  and  bad 
publicity  from  the  violence. 
Some  savvy  business  travelers  are 
also  reconsidering  visits  to 
Miami.  Chicago-based  Bax- 
ter Healthcare  Corp.  issued 
its  first-ever  travel  adviso- 
ry for  a  U.  S.  city  after  one 
of  its  executives,  Thomas 
Walsh,  was  robbed  at  gun- 
point on  a  Miami  express- 
way by  the  same  trio  ar- 
rested for  the  Sept.  8 
murder  of  German  tourist 
Uwe-Wilhelm  Rakebrand. 
The  advisory  warns  em- 
ployees to  take  extra  pre- 
cautions in  Miami  if  they 
are  renting  a  car  or  travel- 
ing at  night. 

All  this  means  bad  news 
for  Florida's  economy.  Mi- 
ami has  been  trying  to 
build  on  its  appeal  as  an 
international  hub  for  doing 
business  in  Latin  America. 
Now,  worried  Miami  eco- 
nomic-development officials 
are  canvassing  300-plus 
prospects  to  gauge  their  concern  about 
crime.  Last  April,  three  European  com- 
panies, which  could  have  added  as  many 
as  100  jobs  to  the  area,  scratched  Miami 
off  their  lists  because  of  crime.  It's  an 
old  lesson,  but  Florida  is  learning  it 
anew:  Everyone  knows  crime  doesn't 
pay — in  Florida's  case  it's  costing  plenty. 

By  Gail  De George  in  Miami,  with  Julia 
Flynn  in  London 
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MARCH  Baxter  pleads  guilty  to  cooperating 
with  the  Arab  boycott  of  Israel,  agrees  to  pay 
$6.5  million  in  fines. 

APRIL .  Defense  Dept.  unit  says  it  may  bar  Bax- 
ter from  new  business.  Separately,  Premier 
Health  Alliance  says  it  will  cut  its  Baxter  business. 

AUGUST  Veterans  Affairs  Dept.  bans  Baxter 
from  competing  for  new  contracts  with  federal 
agencies  for  up  to  three  years,  saying  Baxter  mis- 
led the  VA  over  a  32-month  period.  Baxter  con- 
tests the  actions. 

SEPTEMBER   CEO  Loucks  and  other  managers 
take  pay  cuts  of  up  to  25  % .  Baxter  freezes  hiring 
and  warns  of  a  $13  million  restructuring  charge. 


EXECUTIVE  SUITE  I 


BACKED  AGAINST  THE  WALL 
AT  BAXTER 


CEO  Loucks  says  he'll  stay  on.  But  investors  are  growing  restless 


At  Baxter  International  Inc.'s  an- 
nual meeting  in  April,  Vernon  R. 
Loucks  Jr.  drew  a  pointed  re- 
sponse when  he  introduced  himself  as 
the  company's  chairman  and  chief  execu- 
tive officer.  "Not  for  long,"  shouted  a 
shareholder. 

Indeed,  investor  anger  was  palpable  at 
the  meeting,  largely  because  Baxter  had 
just  paid  $6.5  million  in  fines  and  plead- 
ed guilty  to  cooperating  with  the  Arab 
boycott  of  Israel.  But  Loucks  ignored 
the  outburst  and  plowed  ahead  with  the 
meeting — extolling  Baxter's  strategy 


and  his  fitness  to  lead  the  company  in  a 
time  of  wrenching  change.  By  the  end  of 
the  session,  the  tone  had  changed  dra- 
matically: Shareholders  gave  him  a 
standing  ovation. 

Nobody's  clapping  now.  In  the  wake 
of  the  Arab  boycott  settlement,  the  De- 
fense Dept.  Personnel  Support  Center 
announced  it  was  banning  Baxter  from 
new  business.  Similarly,  the  183-hospital 
Premier  Health  Alliance  on  Sept.  10 
awarded  a  $32  million  Baxter  contract  to 
rival  Curtin  Matheson;  it  says  Baxter 
also  stands  to  lose  a  $14  million  contract 


for  medical  gowns  and  a  $40  million  o 
for  surgical  trays.  And  Baxter  is  c< 
testing  charges  by  the  Veterans  Adm 
istration,  which  has  accused  the  com 
ny  of  providing  products  that  were 
part  of  its  contract.  The  VA  has  banr 
Baxter  from  doing  new  business 
most  products  with  federal  agencies 
the  source  of  $130  million  in  revem 
last  year — for  up  to  three  years. 

"NO     MAGIC     BULLET."  Meanwhi 

Baxter's  hospital  supply  business,  bej 
by  price-cutting  and  lower  volumes, 
hit  a  wall.  This  year,  analysts  expect  ] 
company  to  report  $559  million  in  inco| 
from  continuing  operations,  down  slig 
ly  from  1992,  on  a  6%  increase  in  saj 
What's    more,   BUSINESS  WEEK 
learned  that  Baxter  may  be  liable 
more  than  $350  million  to  compens 
hemophiliacs  infected  by  Hiv-tain 
clotting  agents  marketed  by  Baxter  i 
other  suppliers  (box). 

With  trouble  all  around,  attention9J§ 
focusing  on  the  man  in  the  middle: 
Loucks.  On  Sept.  7,  Loucks  announ  | 
he  would  run  Baxter's  hospital  sup 
business  himself,  dispatching  Chief 
erating  Officer  James  R.  Tobin  to  fo< 
on  strategic  issues.  At  the  same  th 
Loucks  axed  his  own  salary  by  25%. 
Baxter's  stock  fell  even  further,  to 
on  Sept.  15  from  $35  before  the  boyc 
settlement.  "The  investment  commui 
is  saying:  'Horrors,  don't  step  in, 
out,'  "  says  one  disgruntled  sharehok 

Loucks  says  he'll  stay  put.  He  rec< 
ly  stepped  down  from  the  board  of  \ 
University  after  student  protests  ab 
his  involvement  in  the  Arab  boycott, 
at  Baxter,  "I  will  be  here  doing  the  1  (j| 
I  can,  the  best  way  I  know  how," 
says.  "The  [Baxter]  board  has  been 
tremely  supportive."  Board  members 


1 


THE  HIGH  PRICE 
OF  BAD  BLOOD 


■  t  looks  as  though  Baxter  Interna- 
Btional  Inc.  is  about  to  take  another 
99  hit.  Within  weeks,  it  may  be  forced 
to  reserve  hundreds  of  millions  of 
dollars  to  help  redress  one  of  the 
saddest  accidents  in  medical  history: 
the  infection  of  thousands  of  hemophil- 
iacs with  HIV-tainted  blood-clotting 
products. 

The  National  Hemophilia  Founda- 
tion, representing  more  than  10,000 
members  affected  by  AIDS,  has  set  a 
Sept.  30  deadline  for  Baxter  and  four 
other  suppliers  to  lay  out  a  plan  for 
establishing  a  fund  to  compensate  he- 
mophiliacs   who    contracted  AIDS 


through  clotting  agents.  Sources  in- 
volved in  the  secret  negotiations  have 
told  BUSINESS  week  the  nhf  is  demand- 
ing $5  billion,  of  which  some  $1.5  bil- 
lion would  come  from  Baxter  and  three 
other  suppliers,  and  the  rest 
from  the  federal  government. 

Medical  suppliers  extract 
clotting  agents  from  plasma, 
then  sell  them  to  hem- 
ophiliacs, who  inject  the  prod- 
ucts to  arrest  bleeding.  The 
risk  of  AIDS  infection  dropped 
dramatically  after  new  heat- 
ing procedures  were  institut- 
ed in  1983. 

But  in  January,  a  Tampa 
(Fla.)  jury  awarded  $2  million  to  the 
family  of  11-year-old  AIDS  victim  Jason 
Christopher,  who  died  in  1992  after 
getting  AIDS  from  clotting  medication 
produced  by  Armour  Pharmaceutical 


f  yoi 


HIV-tainted 
clotting  factor 
could  cost 
Baxter  as 
much  as  $350 
million 


ers  \ 


Co.  Armour  is  considering  an  appe 

Baxter  CEO  Vernon  Loucks  acknoi  j  by 
edges  the  nhf  negotiations  but  wo 
comment  on  the  details.  "The  issue 
what  is  the  size  of  the  pool,  and  wl 
role  should  we  play,"  Louc 
says.  "We  have  absolutely 
indication  of  how  large  \\n 
pool  should  be." 

Sources  involved  in  t 
talks,  though,  indicated  tl 
Baxter  could  be  on  the  he 
for  $350  million.  Other  wt 
ers  negotiating  with  the  N 
include   Miles   Inc.,  Alps 
Therapeutic  Corp.,  Immu 
U.  S.,  and  Armour.  Spoks 
men  for  Miles  and  Alpha  say  that  tl 
do  not  expect  the  pool  to  reach  $5 
lion.  Immuno-U.  S.  and  Armour  did 
comment. 

By  David  Greising  in  Chid 
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Before  you  buy  a  plain  paper  fax, 
take  a  look  at  our  shopping  list 


anon's  reputation  for  | 
quality  has  always  put  our 
i  paper  fax  at  the  top  of 
yone's  list.  But  now  there's 
more  reason  to  make  the 
n  fax  your  #1  choice:  Value. 
If  you  buy  any  Canon  Laser 
is™  700  Series  FAX  from 
ember  1-November  30, 1993 
icipating  Canon  authorized 
ers  will  throw  in  a  special 
cage  with  the  extras  you  want 
t:  More  memory,  more  service 
computer  connectivity. 
All  that,  plus  Canon's  built-in 
mtages.  Exclusive  image  pro- 
ng and  laser  printing  technology 


5     Official  Facsimile  of 
5  WorldCupVSAW 
and  U.S.  National  Team 


^  

(FreeFX-UuPply  cartridge  tor 

oreater  economy. 

,ree  memory  upgrade^^ 

imVovedopera,- 

contract  at  dealer  ygg| 
regular  price. 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second* 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridge 
that  allows  you  to  easily  replace 
everything  that  can  wear  out  in 
the  printing  process. 

Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait?  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Canon 


not  return  telephone  calls  for  comment. 

How  long  will  the  support  last? 
Loucks  says  he  needs  time:  "There  is  no 
magic  bullet.  You  can't  turn  this  thing 
around  overnight."  His  strategy  re- 
volves around  cost-cutting  and,  possibly, 
restructuring.  Loucks  is  scrapping 
Baxter's  traditional  reliance  on  a  prod- 
uct-specific sales  force,  switching  sales- 
people to  cover  geographic  regions  and 
building  large,  regional  distribution  cen- 
ters. He  is  focusing  on  foreign  sales  and 
admits  that  future  moves  could  include 
the  sale  of  one  or  more  of  Baxter's  non- 
hospital  businesses.  Likely  candidates? 
Baxter's  diagnostics  or  cardiology  units, 
say  former  executives  and  analysts. 

Critics  say  Loucks  is  following  the 
wrong  strategy  at  the  wrong  time.  Bax- 
ter is  focusing  on  product  distribution  at 
a  time  when  margins  are  under  attack. 
It  recently  resumed  distributing  prod- 
ucts made  by  Johnson  &  Johnson,  3M, 
and  U.  S.  Surgical  Corp.  But  analysts 
say  Baxter  earns  only  about  a  12%  re- 
turn on  distributed  products,  compared 
with  around  40%  for  products  it  makes. 
Baxter's  second-quarter  sales  growth  of 
6.5%  was  nearly  twice  the  industry  aver- 
age, but  analysts  note  that  little  of  that 
growth  will  add  to  the  bottom  line. 
stone  wall.  Another  problem:  Baxter's 
ValueLink  program,  in  which  Baxter  es- 
sentially manages  a  hospital's  inventory 
by  supplying  products  on  a  just-in-time 
basis,  may  be  topping  out.  ValueLink  is 
a  high-end  service,  and  customers  in- 
creasingly are  focusing  strictly  on  the 
bottom  line.  What's  more,  hospital  buy- 
ers see  ValueLink  as  a  wedge  Baxter 
uses  to  supplant  competitors  products, 
undermining  the  purchasing  depart- 
ment's clout. 

Loucks  might  be  in  better  shape  if  he 
enjoyed  a  wealth  of  goodwill  among  in- 
vestors and  customers.  He  doesn't.  One 
major  investor,  the  California  Public  Em- 
ployees Retirement  System,  says  it  has 
received  no  response  several  weeks  after 
writing  Loucks  a  letter  seeking  an  expla- 
nation for  Baxter's  conduct  in  the  Arab 
boycott  and  va  matters.  "It's  been  a  one- 
sided communication,"  says  DeWitt 
Bowman,  the  fund's  investment  officer. 
Loucks  says  he  hasn't  seen  the  letter, 
but  intends  to  respond. 

Big  investors  don't  like  to  be  ignored, 
though,  and  they're  starting  to  bare 
their  teeth,  "He  has  presided  over  a  few 
big  disappointments,  not  just  the  boycott 
thing,"  says  the  manager  of  a  $5  billion 
pension  fund  who  recently  sold  some  of 
the  fund's  Baxter  shares.  "I  would  think 
his  goodwill  with  investors  is  pretty 
much  in  jeopardy."  Loucks  has  plenty  of 
work  to  do  if  he  wants  investors  to  start 
clapping  again. 

By  Dat'id  Greising  in  Chicago 


HEALTH  CARE 


WHO  WILL  COME  OUT 
ON  TOP  AFTER  REFORM? 


Companies  that  already  control  costs  may  fare  best 


To  hear  the  Clinton  Administration 
tell  it,  everyone  wins  with  health- 
care reform.  The  mantra  on  the 
Potomac:  We'll  all  pay  less  and  get 
more.  But  on  Wall  Street  and  among 
health-care  executives,  there's  a 
touch  more  skepticism  about 
what  reform  will  bring.  Says 
one  not-so-sanguine  analyst, 
Kenneth  S.  Abramowitz  of  San- 
ford  C.  Bernstein  &  Co.:  "I 
don't  think  there'll  be  any  winners — just 
various  gradations  of  losers." 

Maybe  so.  But  some  in  health  care 
clearly  will  handle  Washington's 
changes  better  than  others.  Companies 
that  made  out  like  bandits  under  a  lais- 
sez-faire regime— drugmakers,  for  in- 
stance— will  likely  suffer  under  spend- 


ing limits  and  price  reviews.  Many 
hospitals  will  likewise  feel  the  knife.  By 
contrast,  outfits  that  have  made  cost  re- 
straint their  raison  d'etre  may  do  well. 
metamorphosis.  One  potential  winner: 
Humana  Inc.,  the  hospital  operator- 
turned-HMO.  On  Mar.  1,  the  Louisville 
company  spun  off  76  hospitals  and  be- 
came essentially  a  1.7  million-member 
HMO.  In  a  blink,  it  eliminated  the  internal 
conflict  of  interest  that  had  hobbled  it 
when  it  tried  to  run  both  for-profit  hospi- 
tals and  health-care  plans  whose  mission 
was  to  save  customers  money. 

Humana's  focus  on  HMOs  could  pay 
off:  Hospitals  may  lose  out  as  Clinton 
caps  reimbursements  under  such  pro- 
grams as  Medicare  and  Medicaid.  Along 


with  losing  such  direct  payments,  t  v 
could  wind  up  bearing  the  cost  of  scie 
medical  bills — for  illegal  immigrai 
say,  who  won't  be  covered  by  hea 
care  reform.  And  with  a  glut  of  hosp 
beds  spawning  vacancy  rate; 
up  to  50%,  hospitals  are  hai 
a  growth  business.  "More  ti 
half  the  hospitals  here  are 
ready  operating  in  the  re 
complains  Duane  Dauner,  pr 
dent  of  the  California  Association 
Hospitals  &  Health  Systems. 

Smart  hospital  operators,  howev, 
could  turn  the  changes  to  their  ad\ 
tage.  Columbia  Hospital  Corp.  boo?' 
its  fortunes  by  agreeing  to  acquire  | 
mana's  Galen  Health  Care  hospiil 
spin-off,  forming  Columbia  Healthcre 
Corp.  The  merged  outfit,  m 
the  nation's  No.  1  hospal 
chain,  hopes  to  be  one  of  >e 
few  operators  efficiit 
enough  to  make  money.  Tin 
there's  HCA-Hospital  Corp.rf 
America.  The  96-hospital  on- 
pany,  based  in  Nashville,  is 
been  trimming  expenses,  ;id 
it  hopes  to  parlay  its  chl 
into  profit  gains. 

Many  investors  are  aso 
betting  that  reform  will  bee- 
fit  HMOs  (page  148).  Operate 
such  as  California-based  HP 
International  Corp.  and  Its- 
ton '  s  Harvard  Commurly 
Health  Plan  hope  to  reap  I 
gains  as  universal  cover.]! 
brings  people  who  can't  jf- 
ford  insurance  into  HMOs,  jfr 
neric  drug  companies,  such  as  A.  L.  Ib 
oratories  Inc.,  that  can  copy  off-patpit 
drugs — and  sell  their  versions  at  ■ 
prices — also  should  prosper. 

Many  traditional  drugmakers,  how 
er,  may  be  vulnerable.  Health-care  €- 
form  could  further  weaken  such  outts 
as  Syntex  Corp.,  the  West  Coast  drgf- 
maker  hard-pressed  by  the  expiratioril 
patents  on  its  main  drugs  and  a  deaii 
of  new  products. 

To  be  sure,  the  dramatic  change  M 
Clinton  Administration  is  promis.g 
won't  come  overnight.  But  one  thir'f 
clear:  Companies  that  can't  save  moiy 
may  end  up  on  the  critical  list. 

By  Joseph  Weber  in  Philadelphia,  ith 
bureau  reports 
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I    TEMPLETON  WORLD  FUND 


Build  Your  Assets  Worldwide 


Capital  Growth 

Templeton  World  Fund  invests  in  the  securities 
of  companies  located  in  the  United  States  and 
abroad.  The  objective  of  the  fund:  long-term 
capital  growth. 

Templeton:  A  Leader 

For  more  than  half  a  century,  the  Templeton 
organization  has  offered  investors  financial 
opportunities  worldwide.  In  fact,  Templeton  is 
a  recognized  leader  in  managing  international 
equity  mutual  funds. 


$93,575 

Total  value  of 
investment  6/30/93 


|  Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($22,362). 

j  Value  of  shares  initially  acquired 
($27,646)  plus  shares  accepted  as 
capital  gains  distributions 
($43,567). 


$10,000 

Cost  of  investment 
1/17/78 


$90,000 


$70,000 


$50,000 


$30,000 


$l(),(«)0 


6/93 


12/79 


12/78 


Call  your  investment  advisor  or  Templeton 
today  for  a  free  brochure. 

1-800-342-FUND 
Ext.  9239 

The  1-year,  5-year,  10-year,  and  since  inception  average  annual  total 

returns  were  4.8%,  8.8%,  12.1%,  and  15.6%,  respectively. 
Returns  for  the  period  ended  6/30/93  include  the  maximum  5.75%  sales 
charge  and  assume  reinvestment  of  dividends  and  capital  gains  at  net 
asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that 
your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  origi- 
nal cost.  Past  performance  cannot  guarantee  future  results.  Prior  to  July 
1,  1992,  fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual 
total  return  would  have  been  somewhat  less  than  noted  above.  There  are 
special  risk  considerations  associated  with  foreign  investing. 


Franklin/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containin 
more  complete  information  on  the  Templeton 
World  Fund,  including  charges  and  expenses 
I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder. 
Name  


BWK93 
9239 


Address . 


City/State/Zip . 


Daytime  Phone . 


Tfempleton 

A  WORLDWIDE 

Member  $99  Billion  Franklin/Templeton  Group 


HEALTH  CARE  I 


HOW  CLINTON'S  HEALTH  PLAN 
GOT  THAT  WAY 


A  behind-the-scenes  look  at  who  weighed  in — and  who  won  out 


When  President  Clinton  goes  be- 
fore a  joint  session  of  Con- 
gress to  launch  his  health-care 
reform  plan  on  Sept.  22,  his  audacity  is 
sure  to  win  applause.  But  that  may  not 
be  enough  to  drown  out  the 
continuing  dissension  within  the 
Administration  over  the  shape 
and  cost  of  the  plan. 

For  months,  White  House 
economic  and  health  advisers 
have  battled  over  the  proposal.  Clinton's 
health  and  political  aides  insisted  on 
sticking  with  the  President's  campaign 
promise  to  provide  coverage  to  all  Amer- 
icans without  a  broad  tax  increase.  But 
the  economists  fear  that  the  cost  to  em- 
ployers of  workers'  coverage  will  kill 
jobs.  They  worry  that  the  plan,  based  on 
what  they  call  overly  optimistic  cost  pro- 
jections, will  swell  the  deficit. 

Nearing  the  11th  hour,  the  differences 
still  aren't  resolved.  But  the  economic 
advisers  appear  to  have  lost  the  crucial 
skirmish:  The  President's  proposal  es- 
sentially ignores  their  objections. 
secrecy.  The  seeds  of  that  defeat  were 
planted  when  the  President  put  Hillary 
Rodham  Clinton  in  charge  of  his  health- 
reform  task  force.  The  move  effectively 
ensured  that  her  clout  would  mute  such 
critics  as  Treasury  Secretary  Lloyd  M. 
Bentsen  and  Budget  Director  Leon  E. 
Panetta,  both  of  whom  worried  about 
the  plan's  budget-busting  potential. 


Hillary  Clinton,  distracted  by  the 
death  of  her  father,  gave  free  rein  to 
health  czar  Ira  C.  Magaziner.  He  ag- 
gressively pursued  the  untested  idea 
that  squeezing  inefficiencies  out  of  the 
health-care  system  can  gener- 
ate huge  savings.  The  task 
force  toiled  in  secrecy,  allowing 
Magaziner  to  craft  a  scheme 
that  received  little  scrutiny 
from  industry  lobbyists  or  top 
White  House  advisers.  Some  Administra- 
tion health  experts  grumble  that  Maga- 
ziner ignored  warnings  that  some  of  his 
financing  assumptions  were  shaky. 

When  Magaziner  emerged  with  his 
ambitious  proposal,  the  economic  advis- 
ers were  shocked.  At  a  May  21  meeting 
with  the  President,  the  economic  team 
tried  to  slow  the  reform  juggernaut. 
Council  of  Economic  Advisers  Chair 
Laura  D'Andrea  Tyson  and  National 
Economic  Council  chief  Robert  E.  Rubin 
argued  that  the  plan  was  too  generous 
and  needed  a  longer  phase-in.  Bentsen 
objected  to  price  controls.  Panetta 
warned  that  Congress  would  not  cut  so 
deeply  into  Medicare  and  Medicaid.  And 
despite  entreaties  from  White  House  of- 
ficials, the  CEA  chief  and  others  remain 
reluctant  to  testify  to  Congress  that  the 
plan  would  boost  job  growth. 

Eventually,  though,  Clinton  approved 
the  Magaziner  proposal  nearly  intact, 
with  a  slightly  longer  phase-in.  Price 


controls  were  dropped,  but  many  ecno" 
mists  regard  the  caps  on  insurance are- 
miums  as  only  a  bit  less  onerous.  |ie 
requirement  that  businesses  pay  80mf 
health-care  premiums  was  hardly  diet- 
ed and  survived  unchanged. 

Moving  the  plan's  financing  tjkai 
sounder  footing  proved  even  harder  inn 
reining  in  benefits.  After  Congres^B 
belled  at  the  tax  hikes  in  Clinton's  ■a 
get  plan,  even  economic  policymaM 
knew  they  couldn't  win  a  major  revM 
increase  to  pay  for  the  rich  benefits.!! 
al  balloons  for  a  value-added  tax  aH 
cap  on  tax  deductions  for  health-pjj 
benefits  were  quickly  shot  down. 
overruled.  With  new  taxes  off  th<Jj 
ble,  Magaziner  and  Hillary  Cli 
scrambled.  "They  overpromised, 
they  had  to  find  a  way  to  deliver,"  I 
one  aide.  To  generate  funds,  the 
House,  over  the  protests  of  Healtl 
Human  Services  Secretary  Donnal 
Shalala,  returned  to  Medicaid  and  ]\i 
care.  The  White  House  is  considel 
$238  billion  in  savings  from  these  I 
grams  over  five  years — a  number  I 
stunned  lawmakers  when  they  J 
briefed  by  Hillary  Clinton  on  Sept.  i 
Administration  insiders  say  the  Wl 
House  knew  the  Hill  wouldn't  buy  J 
a  big  cut  but  put  it  in  the  plan  to  rrl 
the  numbers  work.  Says  one  Wl 
House  adviser:  "Clinton's  saying  to  I 
gress,  'If  you  come  up  with  a  better  1 
to  pay  for  this,  fine.  You'll  have  to  I 
the  fall  because  I  don't  want  to  rj 
any  new  taxes.'  " 

Magaziner  defends  his  numbers  I 
maintains  that  he  won  over  the  eel 
mists  by  documenting  "huge  amount! 
waste"  in  the  system.  And  the  pl| 
subsidies  for  small  employers  will  a 
off  job  losses.  Indeed,  he  says:  "Wl 
you  look  at  the  whole  job  picture,  til 
will  be  signifies 


MAGAZINER:  UNTESTED  OPTIMIST 


POLITICS  AND  CIRCUMSTANCE 

From  the  beginning,  Clinton's  health-care  plan  was  dogged  by  delays  and  in- 
fighting. These  are  the  forces  that  shaped  its  development: 

THE  PLEDGE  Candidate  Bill  Clinton  promised  a  plan  that  would  provide  uni- 

versal coverage  with  savings  from  improved  efficiency — a 
promise  he  couldn't  break. 

TAX  BACKLASH  President  Clinton  pulled  back  from  seeking  new  revenues  to 
fund  health  care,  after  the  budget  fight  underscored  public 
disdain  for  new  taxes. 

DISTRACTIONS      The  budget  battle  kept  economic  advisers  from  spending  time 
on  the  health  plan. 

LEADERSHIP         Hillary  Clinton,  distracted  by  her  father's  death,  ceded  leader- 
ship io  aide  Ira  Magaziner. 

GRIDLOCK  Magaziner's  500-member  task  force  bogged  things  down, 

and  much  of  its  work  was  ignored. 

DATA  BUSINESS  WEEK 


job  gains." 

Congress  im 
likely  to  buy  ti 
Even  political  an 
worry  that  legil 
tors  won't  pal 
over  questions  akl 
the  plan's  finanol 
and  economic  imp! 
"What  we  are  s« 
ing  up  to  CongM 
is  a  bloody  meM 
says  one  aide  m 
helped  formulate  1 
plan.  The  economl 
may  win  out  in  I 
end — if  Congri 
does  the  dirty  wl 
for  them. 

By  Susan  B.  GarlM 
and  Paul  MagnusM 
in  Washington 
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CA90s 


In  the  land  of  plenty,  one  company  is 
leading  the  fight  against  fat. 

Through  more  than  600  weight 
loss  centres  across  North  America, 
Jenny  Craig,  Inc.  helps  hundreds  of 
thousands  learn  how  to  lead  health- 
ier, happier  lives. 

Getting  them  the  right  food  is 
half  the  battle  and  that's  what  keeps 
VP  of  IS,  Lee  Rizio's  plate 
full.  "We  can't  afford  to 
ever  run  out  of  food  in 
our  centres.  Our  clients 
are  counting  on  us." 
Which  is  why  Jenny  Craig 
designed  a  fail-safe  approach:  An 
innovative  cooperative-processing 
system  that  connects  thousands  of 
PCs  on  a  Novell  network  to  an 
AS/400  running  CA-PRMS '  financial 
and  distribution  software. 

"CA  software  helps  us  make 
sure  the  right  food  gets  to  the  right 
place  at  the  right  time.  We  never 
miss."  And  Rizio  rates  CA  product 
quality  and  support  as  "One  of  the 
best  in  the 
business." 

Which  for 
his  business 
makes  a  big 
difference. 
Because  for 
Jenny  Craig, 
software  isn't 
just  a  part  of 


Lee  Rizio,  VP  of  IS,  helps  Jenny  Craig 
Weight  Loss  Centres  lead 


THE  FIGHT  AGAINST  FAT  WITH  A 
NATIONWIDE  COOPERATIVE-PROCESSING 
SYSTEM  BUILT  AROUND  CA-PRMS 
MANUFACTURING  AND 
DISTRIBUTION  SOFTWARE. 


their  business,  it's  part  of  their  core 
business  strategy. 

"CA  knows  what  mission-criti- 
cal means.  Every  day,  I  bet  my  busi- 
ness on  their  software  -  and  in  10 
years,  they've  never  let  me  down." 

That  explains  why  Rizio  plans 
to  stick  with  a  steady  diet  of  CA  soft- 
ware to  keep  his  information  sys- 
tems strong  and  health)'. 

Or,  like  he  says,  "lean  and  mean!' 

(Computer 
jHssociates 

Software  superior  by  design. 


Computer  Associates  International,  Inc.,  Islandia, 
NY  11788-7000.  1-800-225-5224.  All  product  names  refer- 
enced herein  are  trademarks  of  their  respective  companies 


MARKETING  I 


VISA  VOLLEYS 

FOR  MARKET  SHARE 


It  has  to  play  catch-up  on  tie-ins  with  major  brands  to  score  big 


Pity  poor  Visa.  On  Sept.  10,  Ameri- 
can Express  Co.  ran  a  vitriolic 
two-page  advertisement  in  The 
New  York  Times  accusing  its  rival,  a 
sponsor  of  the  U.  S.  Open  tennis  tourna- 
ment, of  persuading  merchants  at  the 
Open  to  drop  the  American  Express  card 
in  exchange  for  Visa  ads.  The  spat  came 
less  than  two  weeks  after  the  head  of 
Visa  International's  U.  S.  unit  resigned 
amid  rumors  that  he  had  differed  with 
Visa's  directors.  The  credit-card  giant 
suddenly  found  itself  swamped  by  a 
flood  of  unflattering  publicity. 

Meanwhile,  as  Visa  and  AmEx  duke  it 
out,  MasterCard  International  Inc.  has 
been  gaining  market  share  for  the  past 
18  months.  While  AmEx'  charge  volume 
grew  just  10%  in  the  first  six  months  of 
1993,  compared  with  167<  for  Visa,  Mas- 
terCard's volume  was  up  23%,  to  $62 
billion  (chart). 

MasterCard's  challenge  is  particularly 
worrisome  for  Visa,  still  the  preeminent 
credit  card,  with  $101  billion  in  charge 
volume  in  the  first  half  of  the  year  and 
45%  of  the  market.  Visa  must  put  itself 
"more  in  touch  with  consumers,"  says 
Robert  McKinley,  president  of  market 
researcher  RAM  Research  Corp.  Indeed, 
outsiders  contend  that  Visa  needs  to 
modify  further  its  marketing  approach. 
The  card  has  long  been  positioned  as  an 
alternative  to  upscale  American  Express 
rather  than  a  substitute  for  the  more 
downscale  MasterCard.  Visa  ads  barely 
mentioned  MasterCard,  focusing  instead 
on  vacation  spots  and  restaurants  that 
"don't  take  American  Express." 

The  campaign  worked  famously,  and 
Visa  saw  its  market  share  increase  al- 
most every  year  in  the  1980s.  Now  Mas- 
terCard, which  languished  in  the 
1980s,  is  taking  a  different  tack.  It  is 
grabbing  market  share  by  emphasiz- 
ing value  and  squarely  targeting  the 
middle  class. 

rebate-hungry.  More  important, 
MasterCard  is  the  leading  co-brand- 
er — the  card  banks  issue  most  often 
in  tandem  with  huge  nonfinancial 
companies  such  as  General  Motors 
Corp.  Thanks  to  co-branding,  Mas- 
terCard  is   outpacing  Visa  in 
charge-volume  growth  for  the  first 
time  since  1987,  as  bargain-hungry 
consumers  sign  up  for  cards  that 
earn  them  rebates  on  such  mer- 


chandise as  new  GM  cars.  Ste- 
phen Bartell,  MasterCard's 
vice-president  for  co-branded 
and  affinity  marketing,  pre- 
dicts that  growth  in  bank 
cards  will  come  entirely  from 
deals  offering  consumers  re- 
bates, frequent-flier  miles,  or 
other  features. 

If  he's  right,  Visa  will  have 
to  play  catch-up.  Visa  says  it 
has  delayed  a  big  push  into  co- 
branding  while  it  studies  the 
market.  But  outsiders  say  Vi- 
sa's directors  were  the  obsta- 
cle. They  "didn't  like  the  idea 
of  letting  these  great  un- 
washed corporate  entities" 
into  the  credit-card  market, 
says  John  Stewart,  editor  of 
Credit  Card  Management,  a 
trade  magazine. 

Whatever  the  reason,  Visa's 
coolness  to  co-branding  has 
hurt.  Last  year,  MasterCard  increased 
its  U.  S.  cards  outstanding  by  9.5%,  to 
99.5  million — much  faster  than  Visa's 
5.8%  hike  to  149.5  million  cards.  Co- 
branded  cards  are  the  key  to  Master- 
Card's edge:  There  now  are  nearly  7  mil- 
lion GM  cards  outstanding,  for  instance. 
American  Telephone  &  Telegraph  Co., 
another  co-brander,  only  issues  Visa 
cards  if  consumers  ask  for  them,  so 
about  70%  of  its  17  million  cards  are 
MasterCards. 

Visa  is  now  actively  pursuing  co- 
branding:  Banks  are  issuing  Visa  cards 
in  conjunction  with  Ford  Motor  Co., 
Nordstrom  Inc.,  and  others.  "We've  cre- 
ated a  SWAT  team  to  pick  up  on  this," 
with  four  full-time  employees  and  spe- 
cialists on  call,  says  Executive  Vice-Pres- 
«»■■«».  _  ident  Brad- 


GRAND-SLAM  TACTICS:  DID  VISA  PRESS  U.S.  OPEN 
MERCHANTS  TO  DROP  AMEX?  AMEX  SAYS  YES 


VISA 


«•  TO  COMPBTITIOH 


AMfR/CAN 
EXPRESS 


'93 


Mb  HILSOH  gEPOH 


ford  W.  Morgan.  Visa  has  also  modifil 
its  advertising:  In  place  of  a  French  c;- 
tle  as  an  example  of  a  place  that  doesi 
accept  American  Express,  they  featxH 
more  down-to-earth  venues,  such  asii 
children's  bookstore  and  a  dude  rand 
high  marks.  The  new  Chief  Executi; 
Officer  of  Visa's  U.  S.  division,  Carl  P;,- 
carella,  may  help  get  things  moving.  J: 
turned  Visa's  Far  East  operation  in 
the  market  leader  in  five  years  ands 
described  by  one  industry  source  as  t^ 
kind  of  sharp  marketer  Visa  needs 
"more  of  a  press-the-flesh  kind  of  gu! 
than  his  predecessor,  economist  H.  Rc 
ert  Heller.  Visa  has  other  strengths,  tq 
It  scores  high  on  customer-satisfacti1! 
surveys.  And  if  debit  cards — which  dra 
directly  on  consumers'  checking  £{• 
counts — take  off,  Visa  has  a  big  adva, 
tage:  About  70%  of  the  natior 
bank  deposits  are  poised  to  ! 
linked  to  Visa  cards. 

But  Visa  has  a  lot  more  catcj 
ing  up  to  do.  MasterCard  alreai 
has  more  than  25  million  co-bran 
ed  cards  in  consumers'  hands.  Ma< 
be  Visa  needs  to  take  a  page  fro| 
the  reigning  champs  at  the  U.  I 
Open.  Top-seeded  players  the 
know  they  just  have  to  volley  th 
much  harder  when  an  up-and-com 
starts  to  mount  a  challenge. 

By  Kelley  Holla?id  in  New  Yo 
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One  Rockwell  customer  wants  a  tiny  chip. 
Another  wants  the  moon. 


Seventy-five  percent  of  the  world's  fax  machines 
communicate  with  Rockwell  modems. 


Every  major  airline  in  the  world  flies 
with  Collins  avionics  from  Rockwell. 


Three  out  of  four  new  heavy-duty  trucks 
rely  on  Rockwell  components. 


The  most  influential  papers  in  over  100  countries 
are  printed  on  Goss  presses  from  Rockwell. 


Our  Allen-Bradley  controls  make  Rockwell 
a  world  leader  in  plant  floor  automation. 

Rockwell  customers  are  diverse.  But 
the  results  we  achieve  in  each  of  our  mar- 
kets are  remarkably  similar. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people  to  excel 
in  everything  they  do.  By  anticipating  cus- 
tomer needs  and  delivering  the  highest 
levels  of  quality  and  value. 

Whether  it's  saving  NASA  more  than  20 
percent  on  Space  Shuttle  operations  and 
main  engines  by  applying  Continuous 
Process  Improvement  practices.  Delivering 
a  complex  truck-hood  assembly  in  half  the 


For  more  than  two  decades,  Rockwell 
has  been  NASA's  number  one  contractor. 

time  by  employing  simultaneous 
engineering.  Working  directly  with  custo- 
mers to  design  and  build  a  newspaper 
press  that  helps  make  them  more  compet- 
itive through  greater  flexibility  in  the  use 
of  color.  Or  supplying  faster,  smaller  and 
less  costly  modems  through  advanced 
design  and  manufacturing  processes. 

Today  Rockwell  is  a  leader  in  its 
Electronics,  Aerospace,  Automotive  and 
Graphics  markets.  A  position  earned  by 
responding  to  our  customers— no  matter 
how  far-reaching  their  needs  may  be. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


'MY  NORSE 
15  CRITICS' 


Sales  are  strong,  but  the  reading  skills  of  Apple's  Newton  are  shaky 


There  is  a  certain  ambivalence  that 
goes  with  being  the  first  computer 
ever  mocked  in  Doonesbury.  On 
the  one  hand,  a  nationally  syndicated 
cartoon  strip  implies  mass-market  ap- 
peal. On  the  other,  well,  a  nationally  syn- 
dicated pan  is  still  a  pan. 

But  there  it  was,  in  newspapers  every- 
where: A  full  week  of  protagonist  Mike 
Doonesbury  wrestling  with  the  vagaries 
of  handwriting  recognition,  the  celebrat- 
ed feature  of  Apple  Computer  Inc.'s 
Newton  MessagePad. 
unimpressed.  It  has  come  to  this:  that 
the  most  trumpeted  technological 
achievement  of  the  year  is  reduced  to 
nonsensical  one-liners.  Newton,  the  first 
handheld  personal  digital  assistant 
(PDA) — incorporating  electronic  telephone 
book,  calendar,  notepad,  and  portable 
faxer — was  unveiled  on  Aug.  2.  Comput- 
er types  praise  its  handwriting  recogni- 
tion as  the  best  to  date.  But  plenty  of 
regular  people  are  unimpressed.  One 
newspaper  critic  concluded  PDA  should 
be  renamed  "productivity  draining  appa- 
ratus." Another  mused  that  Newton  will 
wind  up  dropping  on  Apple's  head. 

Apple  says:  Mellow  out.  Some  of  the 
Newton  criticism,  company  executives 
argue,  is  knee-jerky  and  unjustified. 
They  say  it  takes  time,  perhaps  up  to 
two  weeks,  for  people  to  "train"  their 
Newtons  to  recognize  individual  hand- 
writing. "It's  like  any  first  new  prod- 
uct," said  Apple  Chairman  John  Sculley, 
defending  Newton  at  a  conference  in 
Boston  on  Sept.  14.  "There  are  bound  to 
be  things  we'd  like  to  see  it  do  better." 


Besides,  says  Gaston  Bastiaens,  head 
of  the  Apple  division  overseeing  New- 
ton, "the  proof  in  the  pudding  is  how 
many  we've  sold."  In  fact,  Apple  says  it 
has  sold  more  than  10,000  Newtons  so 
far,  at  prices  ranging  from  $695  to  $950. 
Retailers  support  that  claim.  New  En- 
gland-based Computer  Town  says  its 
five  stores  sold  2,000  MessagePads  in 
one  month.  "We've  never  had  any  prod- 
uct sell  like  this,"  says  President  Thom- 
as E.  Jacobs.  Tandy  Corp.'s  Computer 
City  SuperCenters  sold  out  their  supply 
within  days  and  have  more  on  order. 
Says  Computer  City  President  Alan 
Bush:  "The  whole  PDA  category  is  going 
to  be  a  grand-slam  home  run." 

Maybe  yes,  maybe  no.  The  computer 
industry  is  littered  with  examples  of  pio- 
neering products  that  sold  like  hotcakes 
for  a  few  months,  then  fell  flat.  Take 
Apple's  original  1984  Macintosh  comput- 
er. Apple  boasted  of  shipping  70,000 
units  in  the  machine's  first  100  days. 
Then  sales  fizzled.  Apple  posted  a  loss — 
and  layoffs — before  an  improved  Mac  in 
1986  pumped  up  sales. 

Some  fret  Newton  could  turn  into  a 
Mac  replay.  Says  Aaron  Goldberg,  chief 


Newton's  public-relations 
woes  could  spur  the  sales  of 
rival  machines  that  don't  try 
to  read  human  scrawl 


executive  officer  of  market  researl 
InfoCorp:  ''Doonesbury  crystallized 
current  state  of  PDAs  for  the  entire  rl 
ing  world.  They  are  selling  very  t 
yet  their  utility  is  something  you  m 
call  into  doubt." 

Others  don't  doubt  it  at  all.  Ma: 
researcher  Dataquest  Inc.  estiirM 
70,000  PDAs  will  be  snapped  up  this  yBj 
mushrooming  to  350,000  in  1994  jfi 
850,000  in  1995.  That's  why  other  <M 
puter  makers,  from  AST  Research  Indl 
Compaq  Computer  Corp.,  are  set  to  ■ 
into  the  PDA  fray. 

dyslexic?  True,  PDA  makers  worry  ■ 
Newton-bashing  will  sour  some  poterH 
customers.  But  many  computer  exB 
tives  believe  the  real  problem  is  « 
Newton's  handwriting  recognition.  I 
that  reason,  Newton's  woes  may  actB 
ly  spur  sales  of  rival  machines  thatB 
emphasize  handwriting  recognition  inB 
vor  of  simpler  pen-based  technology 
Says  Howard  Elias,  vice-president  I 
worldwide  marketing  for  AST,  which  I 
ship  a  PDA  in  November:  "Handwritl 
is  just  not  ready  for  prime  time." 

Lori  Johnson  couldn't  agree  mil 
Testing  a  Newton  on  display  in  a  Sal 
Clara  (Calif.)  store,  she  writes:  "I 
name  is  Lori."  Newton's  interpretatl 
"My  mom  is  Low."  "I'm  telling  you,  I 
definitely  not  paying  $695,"  she  says  I 

But  husband  Curtis  Johnson  mi^l 
He  is  impressed  with  the  technology  ;1 
thinks  Newton  would  be  great  for  or  I 
nizing  all  the  notes  he  takes  as  a  si  a 
ware  engineer  for  Sybase  Inc.  He  tajfl 
a  turn  at  Newton,  writing:  "My  nam« 
Curtis."  He  remains  enthusiastic,  desda 
the  response:  "My  norse  15  Critics."  g 

Therein,  perhaps,  lies  a  message  abj| 
the  fate  of  Newton  and  other  PDAs.  El 
it's  too  early  to  tell  for  certain.  And  m 
definitely  too  garbled. 

By  Kathy  Rebel lo  in  San  Francisco,  um 
Stephanie  Anderson  Forest  and  Pen 
Burro ics  in  Dallas 
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Nothing  is  as  mellow  as  Black. 


Ultimately  there's  Black: 


1991  SCHIEFFELIN  &  SOMERSET  CO.  NY.  NY  JOHNNIE  WALKER  5>  BLACK  LABEL®  BLENDED  SCOTCH  WHISKY.  40%  Alc/Vol  (80') 


EDITED  BY  THANE  PETERSON 


OUR  LOGO'S 
BETTER  THAN  YOURS 

Companies  spend  millions 
developing  logos,  but  are  they 
really  effective?  Here's  how 
1 50  consumers  judged  a  com- 
pany's image  when  looking  at 
its  name  alone,  and  with  its 
logo.  A  positive  score  indicates 
that  the  logo  adds  a  sense  of 
quality  and  trustworthiness.  A 
negative  rating  means  that  the 
logo  detracts  from  the  image: 


MOTOROLA  INC. 


TOP  FIVE 


MOTOROLA 


55% 


BUICK 


53% 


U  S  WEST 


28% 


MERCURY 


23% 


CADILLAC 


17% 


Insi 


^■F^Continental 

insurance, 

BOTTOM  FIVE  

27% 

OLDSMOBILE  &  -21% 

BRITISH  AIRWAYS 


-20% 


MINOLTA 


-18% 


INFINITI 


-16% 


DATA  THE  SCHECHTER  GROUP 


AN  EX-HUMANA  EXEC 
IS  GUILTY  OF  FRAUD 


►  George  Atkins,  once  Hu- 
mana's  public-affairs  chief,  is 
pleading  guilty  to  one  count 
of  mail  fraud.  Atkins'  indict- 
ment alleged  that  he  bought  a 
Kentucky  state  legislator's  fa- 
vorable vote  on  a  1990  bill 
aimed  at  cutting  hospital  reg- 
ulation. Atkins  is  also  cooper- 
ating with  authorities,  who 
are  continuing  their  probe. 

Others  have  already  been 
tainted  in  the  matter:  On 
Aug.  30,  another  Kentucky 
legislator  resigned  after  ad- 
mitting that  he  accepted 
$3,000  from  a  different  Hu- 
mana lobbyist  not  long  after 
the  bill  passed.  A  third  legis- 
lator has  also  admitted  receiv- 
ing cash  from  the  lobbyist. 
Only  Atkins,  however,  has 
been  indicted. 

Humana  fired  Atkins  last 


September  for  "conduct  that 
was  in  violation  of  company 
policy"  and  said  it  "regrets" 
what  occurred.  Humana  is  co- 
operating with  investigators 
but  won't  comment  further. 


SMOKE  SIGNALS 
THAT  SPELL  LAYOFFS 


►  Now  that  the  cigarette  price 
war  has  evolved  into  a  melee 
of  everyday  low  prices,  tobac- 
co companies  are  scrambling 
to  cut  costs.  Expecting  this 
year's  operating  profits  to 
plummet  by  $900  million, 
No.  2  player  R.  J.  Reynolds 
Tobacco  plans  to  slash  up  to 
1,000  jobs  by  mid-1994,  limit 
promotional  spending,  and  cut 
corporate  fat. 

Analysts  also  expect  lay- 
offs at  industry  leader  Philip 
Morris,  which  just  wrapped 
up  an  early-retirement  offer- 
ing to  employees  in  August. 


MORE  CUTS  AT 
AMERICAN  AND  UNITED 


►  U.  S.  airlines  continue  to 
clip  their  own  wings,  adding 
to  pressure  on  unions  to  make 
wage  and  other  concessions. 
On  Sept.  14,  American  Air- 
lines said  it  it  would  cut  5,000 
jobs,  or  about  h%  of  its  work 
force,  by  the  end  of  next  year 
and  accelerate  its  retirement 
of  aircraft.  The  moves,  when 
combined  with  previous  cuts, 
will  reduce  American's  capaci- 
ty by  4.5%'  next  year. 


CAL-I-FORN-IA,  WE  WON'T  LEAVE — WHOOPS 


Business-bashing  in  California  is 
suddenly  very  passe.  Long 
known  for  its  regulatory  zeal, 
the  state  recently  streamlined 
its  process  for  issuing  environ- 
mental permits.  It  also  adopted 
changes  that  will  cut  business 
taxes  by  about  $500  million  a 
year — including  a  6%  tax  credit 
for  new  investments  and  elimi- 
nation of  the  5%  sales  tax  for 
startups.  The  state  has  also  re- 
vamped its  workers'  compensation  laws. 

But  will  all  this  improve  the  once-golden  state's  luster?  a 
investment-tax-credit  changes  alone  could  boost  spending^) 
about  $8.8  billion  over  10  years — enough  to  offset  the  estiii 
ed  500,000  jobs  the  state  has  lost  in  recent  years.  And  Goa 
nor  Pete  Wilson  recently  basked  in  testimonials  from  si 
Hughes  Aircraft  execs,  who  said  they've  decided  not  to  a 
thanks  to  the  new  attitude.  Great  news!  Except  that  Huge 
has  already  moved  much  of  its  manufacturing  to  Tucson^ 


United  Airlines,  meanwhile, 
announced  on  Sept.  13  the 
sale  of  its  15  flight  kitchens, 
which  would  allow  the  compa- 
ny to  shed  5,200  union  work- 
ers and  save  $320  million  in 
catering  costs  over  a  seven- 
year  contract.  The  $119  mil- 
lion sale  may  be  annulled  if 
United's  unions  adopt  a  cost- 
savings  accord  by  Nov.  13. 


A  NUCOR  KNOCKOFF 
GETS  READY  TO  ROLL 


►  Ready  for  Son  of  Nucor?  A 
breakaway  group  from  Nucor 
is  planning  to  build  an  ultra- 
competitive  steel  minimill. 
Called  Steel  Dynamics,  the 


SO.  WHERE  K>  WE 
filET  Till  MONEY 
to  FIX  OUR  ECCjMQ*TY  ? 


TOM! 

ALREADY  Wn  m 
THE  MIDDLE  EAST 
SAFER  THAN^l^Jt 


company  will  be  headed 
Keith  Busse,  who  ran  Nuc 
successful  high-tech  minil 
in  Crawfordsville,  Ind.  j 
startup  hopes  to  best  the 
pressive  productivity  of 
Crawfordsville  plant,  wn 
makes  a  ton  of  flat-ro 
steel  in  only  36  worker  it 
utes — vs.  an  industry  aven 
of  four  hours.  Busse  has 
cured  $35  million  in  equitj ! 
nancing  and  hopes  to  s  i 
building  by  late  1994.  Ciig 
across  the  Midwest  are  of 
ing  enticements  in  hopes  >i 
nabbing  the  project. 


SEARS  TRIES 
FOR  SOME  SEX  APPEA 


►  Frederick's  of  Holly woo<  it 
ain't,  but  stodgy  old 
Roebuck  is  certainly 
ing.  On  Sept.  14,  merchant  e 
group  Chief  Executive  Art 
Martinez  unveiled  an  e 
catching   new   $40  mill 
print-  and  TV-ad  campaign 
entice  women  into  check g 
out  the  Big  Store's  new,  m 
fashionable  dresses,  blou: 
and  other  women's  appal 
One  print  ad  features  a 
gerie-clad  woman  cooing 
she  liuught  her  two-year-ol 
pair  of  pajamas  at  Sears  o 
help  the  child  go  to  slee] 
and  a  revealing  gown 
keep  my  40-year-old  awake 


t.t 
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THE  NEW  WAY 
TO  EXPRESS  YOUR 
INDIVIDUALITY. 

WORDPERFECT  6.0  FOR  WINDOWS. 
THE  MOST  CUSTOMIZABLE  WORD  PROCESSOR 
EVER  WRITTEN.  COMING  IN  OCTOBER. 


If  Your  Financial  Life  1st 

Looking  Like  This... 


When  It  Should 
Look  Like  This... 


Fidelity  Brokerage  commissions  are  discounted  up  to  76%  compared  to  those  of  full-cost  brokers.  Based  on  April  I1)1).-)  commission  survey.  Minimum  cl 


hen  Make  The  Switch  To 
The  No-Fee  Fidelity 
Ultra  Service  Account 


me  To 
lily  Your 
trial  Life 

iy  investors, 
with  means 
round  of 
nts  to  sort 
,  balances 
i  and  invest- 
counts  to 
ference. 

;  can  mean  a  lot  more  work  than  you'd  like 
i  accurate  picture  of  your  finances. 
;sn't  have  to  be  that  way.  That's  why  Fidelity 
ents  created  the  no-fee  Fidelity  Ultra  Service 
.  It  gives  you  all  the  tools  you  need  for  effec- 
lcial  management  -  a  wide  range  of  invest- 
oices,  checkwriting,  ATM  access  and  much 
all  consolidated  together  on  a  single,  easy-to- 
tement.  You  can  even  track  your  investments 
computer  with  our  award-winning  Fidelity 
;  XpressSM  (FOX)  financial  software. 


Compare  the  Fidelity  Ultra  Service  Account  1 
With  Other  Leading  Asset  Management  Accounts  1 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 
ATM 

Access 

Visa 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Checking 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum  I 
Invest-  I 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes' 

Yes 

Yes 

$5,000 

Merrill  CMA® 

$100 

Yes 

Yes 

Yes2 

No 

Yes 

No 

$20,000 

Smith  Barney  FMA 

$100 

Yes 

Yes 

No3 

No 

Yes 

No 

$10,000 

Prudential  Command 
Account 

$75 

Yes 

Yes 

Yes2 

No 

Yes 

No 

$10,000 

Dean  Witter  AAA 

$80 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

The  Fidelity 
Ultra  Service 
Approach 

The  Fidelity  Ultra  Service 
Account  lets  you  invest 
in  mutual  funds  from 
Fidelity  and  America's 
other  leading  fund 
companies  including 
Ben ham.  Berger, 
Dreyfus,  Evergreen, 
Founders,  Janus,  Neuberger  &  Berman, 
SteinRoe  and  Strong  -  without  a  transaction  fee. 
Ultra  Service  is  the  only  account  that  lets  you  combine 
this  with  discount  brokerage,  checkwriting  and  a 
VISASM  Gold  debit  card  -  all  brought  together  with  24- 
hour  attention  to  your  needs  and  with  no  annual 
account  fee. 

Call  anytime  or  stop  by  a  Fidelity  Investor  Center  for 
a  free  fact  kit  or  more  information  on  FOX  and  learn 
why  so  many  investors  are  switching  to  the  no-fee 
Ultra  Service  Account.  It's  a  guarantee  of  the  veiy  best 
Fidelity  has  to  offer. 


r  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 


Fidelity 


Investments 

Discount  Brokerage 


nal  charge  for  gold  credit  curd.  'American  Express  gold  card  available.  'There  may  be  fees  for  special  services.  Fidelity  Ultra  Service  is  a  service  of 
erage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  S1PC. 


c&c  for  Human  Potential 


Driving  tne  ten-year-old  second  car 
didn't  worry  me— until  my  job  moved 
own  the  road  fifty  miles.  For  his  own  peace  of  mind, 
my  husband  gave  me  an  NEC  portable  phone, 
didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


Portable  phones  are  no  longer  luxuries.  They  are  m 
carried  by  people  in  every  walk  of  life.  Business  peorlv 
housewives,  students  and  retirees.  Carpenters  and  utilil 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  iL 
touch.  And  the  brand  more  and  more  people  count  ( 
is  NEC.  Because  every  product  that  NEC  makes,  frot 
UltraLite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people 's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti- 
tutions. In  homes  across 
the  country.  NEC  is  a 
part  of  people's  lives. 

For  more  information,  call  us  at  1-800-338-9549 


Celebrating  30  years  in  America. 


NEC 


EDITED  BY  STEPHEN  H.  WILDSTROM 


ITTING  THE  BRAKES 
i  THE  DATA  HIGHWAY 


|k  n  the  campaign  trail,  Bill  Clinton  and  Al  Gore  had  a 
B  glowing  vision  of  the  electronic  future.  The  high-tech 
W  pols  saw  a  "data  superhighway"  that  would  be  every- 
for  everyone.  Business  could  send  data  zipping  among 
ered  offices,  schoolkids  could  tap  into  the  Library  of 
ress,  researchers  could  exchange  high-resolution  images, 
;ouch  potatoes  could  order  entertainment  on  demand, 
iw  reality  has  set  in.  The  Administration  sees  that  vast 
lowerful  networks  have  already  been  built  by  universities, 
•rations,  and  federal  agencies— and  that  attached  to  this 
lex  system  is  a  web  of  entrenched 
ests.  Says  Michael  M.  Roberts, 
^resident  for  networking  at  Edu- 
an  alliance  of  universities:  "Clinton 
•rore  now  realize  that  their  expecta- 
were  totally  out  of  control." 
on  Sept.  15,  the  White  House  took 
)gical  step.  In  unveiling  an  agenda 
uilding  a  "national  information  in- 
"ucture,"  it  set  up  a  task  force  to 
7  the  thorny  issues.  The  panel's 
*e  includes  figuring  out  who  can 
what  down  the  "highway,"  how  it 
d  be  paid  for,  and  how  security 
>rivacy  can  be  assured. 
iPREAD.  In  the  meantime,  the  Ad- 
tration  is  supporting  pilot  projects,  such  as  those  funded 
gislation  sponsored  by  Representative  Rick  Boucher  (D- 
The  Boucher  bill,  which  likely  will  be  enacted  this  year, 
i  demonstrate  use  of  advanced  data  networks  in  fields 
health  care  to  education. 

rting  out  the  conflicting  interests  of  business,  academe, 
louseholds— and  of  local  phone  companies,  long-distance 
ders,  and  cable  operators— will  be  a  major  challenge  for 
,ask  force.  In  recent  years,  while  politicians  weren't 
ling,  information  networks  have  spread  like  wild  vines, 
rnment  got  the  process  rolling  in  the  1970s,  when  the 
igon  and  National  Science  Foundation  sponsored  modest 


data  nets  for  academics  and  contractors.  These  have  grown 
into  the  Internet,  an  international  network  used  by  more 
than  a  million  researchers— and  thousands  of  companies.  "It's 
a  perfect  example  of  where  government  did  it  right,"  says  net- 
work pioneer  David  Farber  of  the  University  of  Pennsylvania. 

But  corporations'  growing  interest  in  the  Internet— the  ker- 
nel around  which  the  network  of  the  future  will  be  formed— is 
causing  jitters  among  both  academics  and  the  phone  companies 
who  now  provide  business  communications  services.  The  Baby 
Bells  fear  competition  from  partly  subsidized  networks,  which 
often  allow  users  to  bypass  local  phone 
companies  for  service  such  as  e-mail. 
Researchers  fret  that  commercial  pres- 
sure will  drive  up  the  cost  of  what  has 
been  a  very  inexpensive  method  of 
communication.  And  the  prospect  that 
households  will  be  able  to  get  enter- 
tainment on  demand  worries  cable  com- 
panies, which  see  competition  for  their 
expensive  systems.  Adds  former  Repre- 
sentative Thomas  J.  Tauke  (R-Iowa), 
now  a  vice-president  of  Nynex  Corp.: 
"The  technology  is  moving  so  rapidly 
and  federal  policy  is  so  far  behind  the 
curve  that  we  haven't  begun  to  tackle 
the  bigger  issues." 
Boucher,  who  says  his  goal  is  "to  extend  networking  to  the 
general  populace,"  has  tried  to  balance  these  interests.  His  bill 
provides  funds  for  such  advanced  uses  as  sending  X-ray  imag- 
es to  distant  doctors  or  beaming  classes  to  far-flung  students. 
He  has  eased  the  fears  of  both  phone  companies  and  re- 
search by  barring  the  government  from  competition  with 
commercial  services. 

But  Boucher's  legislation  isn't  designed  to  handle  the  tough- 
est policy  questions.  The  Administration's  decision  to  hand  the 
larger  issues  to  a  task  force  looks  like  a  punt,  but  it  may  be 
the  best  way  to  avoid  a  costly  mistake. 

By  Joh  n  Carey 


ITALWRAPUPI 


FELLOWS 


>rmer  Drexel  Burnham  Lambert 
unk-bond  king  Michael  Milken  and 
Congressional  Black  Caucus  seem 
an  odd  combination.  But  Milken  is 

advising  the  Congressional  Black 
cus  Foundation  on  strategies  for 
munity  development.  Among  the 
.s  Milken  planned  to  discuss  at  a 
t.  17  panel  in  Washington:  invest- 
it  of  pension  funds  in  inner  cities 

use  of  community  development 
ks.  Milken,  convicted  of  securities 
d,  has  been  living  in  Los  Angeles 
e  his  release  from  prison  and  has 
n  doing  community  service  in  an 
drug  program  as  a  condition  of  pa- 


role. Milken's  panel  was  followed  by  the 
director  of  the  film  Menace  II  Society. 

THE  CENSUS  

Arguments  over  undercounts  in  the 
U.  S.  census  would  be  a  thing  of 
the  past  if  a  National  Research  Council 
panel  has  its  way.  The  experts  have 
endorsed  a  Census  Bureau  scheme  that 
would  account  for  people  who  fail  to 
mail  back  forms  or  are  otherwise 
missed  in  the  design  of  the  population 
count.  Rather  than  adjusting  for  the 
undercount  of  minorities  and  homeless 
people  after  the  fact,  the  so-called  one- 
number  census  would  use  statistical 
techniques  to  make  sure  that  the  count 
accurately  reflects  the  population. 


CIVIL  RIGHTS 


The  White  House  is  finally  ready  to 
fill  some  key  civil  rights  posts.  John 
Payton,  counsel  for  the  District  of 
Columbia  government,  is  likely  to  head 
the  Justice  Dept.'s  Civil  Rights  divi- 
sion, a  job  that  was  to  have  gone  to 
Lani  Guinier.  New  York  labor  lawyer 
Ida  Castro  has  emerged  as  a  top  con- 
tender for  chair  of  the  Equal  Employ- 
ment Opportunity  Commission  (EEOC), 
while  Washington  attorney  Joseph 
Sellers  will  likely  be  the  EEOC's  gener- 
al counsel.  And  longtime  Commissioner 
Mary  Frances  Berry  will  probably  be 
named  chair  of  the  U.  S.  Commission 
on  Civil  Rights. 


3TON  OUTLOOK 
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A  TSUNAMI 
OF  GIZMOS 


Japan's  new  gadgets  have  a  new  twist:  Plenty  of  U.S.  technology 


Its  closing  time  at  Bic  Camera,  one  of 
Tokyo's  discount-electronics  stores, 
and  shoppers  are  still  prowling  the 
aisles.  They  mean  business.  Despite 
Japan's  severe  economic  slump,  these 
enthusiasts  are  snapping  up  Sharp  cam- 
corders and  Sony  digital  recorders. 
"We're  selling  these 
products  as  fast  as  we 
can  stack  them,"  says 
Assistant  Manager  Yu 
Horikoshi. 

This  buying  frenzy 
may  seem  out  of 
place.  The  past  year, 
after  all,  has  produced 


REAL  3  DO  Interactive  Multiplayer 


DESIGNED  BY  A  U.S.  COMPANY,  IT  DELIVERS 
ARCADE-QUALITY  IMAGES  AND  RESPONSE 
TIME  BY  COMBINING  32-BIT  PROCESSING 
AND  FAST-SPINNING  COMPACT  DISKS 

the  worst  slump  ever  for  Japan's  elec- 
tronics makers.  With  sales  off  at  home 
and  the  high  yen  hurting  exports,  com- 
panies have  cut  workers  and  forced  out 
executives.  But  through  the  turmoil,  the 
Japanese  have  kept  their  eye  on  the 
long  term.  Since  the  late  1980s,  Sony 
Corp.,  Matsushita  Electrical  Industrial 
Co.,  and  others  have  invested  $500  bil- 
lion in  research  and  development,  lead- 
ing to  a  quantum  leap  in  miniaturiza- 
tion and  liquid-crystal-display  technol- 
ogies. And  in  a  major  reversal,  the 
Japanese  have  relied  on  the  brain  trusts 
of  such  American  companies  as  Texas 
Instruments  Inc.,  American  Telephone 
&  Telegraph  Co.,  and  startups  to  pro- 


vide chips  and  software  essential  to  the 
products. 

The  result  is  a  ripple  of  excitement 
among  Japanese  consumers  who  years 
ago  stuffed  their  homes  with  VCRs  and 
Nintendo  machines.  The  biggest  hit  has 
been  Sharp  Corp.'s  LCD  ViewCam.  In- 
stead of  the  usual  tiny 
viewfinder,  the  View- 
Cam  uses  a  4-inch  liq- 
uid-crystal display 
that  lets  you  watch 
the  movie  in  color  on 
an  ample-size  screen 
as  it's  being  shot. 
"The  breakthrough 
came  in  a  flash  when 
we  understood  that 
we  could  replace  the 
viewfinder  with  an  LCD,"  says  Yoshio 
Okano,  the  Sharp  manager  who  headed 
ViewCam  development. 

Despite  the  high  prices,  ranging  up- 
wards of  $1,300,  Sharp  has 
sold  200,000  units  since  last 
October  and  commands  20% 
of   the   domestic  market. 
That  makes  ViewCam  "a  de- 
cisive hit,"  says  Shigetoshi 
Kono,  vice-secretary  gener- 
al of  Nippon  Electric  Big- 
Stores  Assn.,  a  retailers' 
group  in  Tokyo.  Sharp  has 
more  than  tripled  produc- 
tion. Exports  could  be  near- 
ly half  a  million  units  this 
year  as  the  ViewCam  hits 
U.  S.  stores. 

There's  more  than  video- 
mania  going  on  here. 
Sharp  managers  insist  that 
the  ability  to  build  these 
LCD  screens  is  the  key  to 
successful  product  innova- 


Matsushita  Flatvision  TV 


CREATES  A  PICTURE  OUT 
OF  10,000  CATHODE- 
RAY  IMAGES  WITH 
TECHNOLOGY  THAT 
COULD  LEAD  TO  A 
WALL-HANGING 
TELEVISION  BY  1995 


Sony  MD  Walkman 


THIS  MACHINE  MAKES  USE  OF  THE  NEWES 
MAGNETIC  AND  OPTICAL  RECORDING 
TECHNOLOGY  TO  SHOEHORN  74  MINUTE: 
SOUND  ONTO  A  TINY  DISK 

tion  in  the  1990s.  That's  one  reason 
Toshiba,  Hitachi,  and  others  are  in 
ing  billions  of  dollars  to  catch  Sha 
LCDs.  Predicts  David  Benda,  senior 
lyst  with  Barclays  de  Zoete  Wed' 
Tokyo:  "Others  are  certain  to  em 
what  Sharp  has  done."  Sure  enougi 
Aug.  31,  Sony  Corp.  unveiled  a  V 
Cam  look-alike  called  Handycam  S 
The  price:  $1,200,  just  below  Sh 
ViewCam. 
nifty  notebook.  LCD  technology  is 
ing  off  elsewhere.  After  seeing  its  s 
of  the  laptop  computer  market  dei 
for  years  in  the  U.  S.,  NEC  Corp.  ma< 
comeback  in  April  with  featherwe 
notebook  computers,  leveraging 
strength  in  color  LCDs.  The  Ultra! 
Versa  notebook,  which  costs  al 
$4,800,  has  a  "modular"  design  that 
users  change  the  screen,  disk  drive, 
memory  by  snapping  ther 
and  off  the  main  b 
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In  the  notebook 
ket,  LCD  capability 
a  knack  for  mal 
things  smaller  h 
helped  Toshiba,  Ep 
and  Matsushita 
share  in  the  U.  S 
the  first  quarter  of 
cal  1993,  Japanese  ( 
panies  shipped  at 
$1  billion  worth 
notebooks  and  reh 
>eripherals  to  the  I 

Matsushita's 
lat-display  proc 
could  be  another 
umph  of  miniatur 
tion.  In  October,  a 
20  years  of  R&D, 
sushita  takes  the  wr 
off  its  14-inch  Flatvi 
TV,  which  has  a  scr 
ess  than  4  inches  th 
The  image 
brighter  than 
LCD  and  can 
viewed 
any 


r 

Id 


sushita  says  it  can  eventually  be 
>9  in  sizes  as  large  as  20  inches, 
le  company  hopes  to  make  another 
sh  next  month.  Its  $699  real  video- 
9  player  uses  fast-spinning  compact 
6  and  special  graphics  chips  to  pro- 
games  with  images  far  superior  to 
e  offered  by  Nintendo  Co.  and  Sega 
jrprises  Inc.  A  San  Mateo  (Calif.) 
jany,  3  DO  Co.,  designed  the  player, 
j  Matsushita  is  building  it.  William 
Trip)  Hawkins  III,  president  and 
of  3  DO,  figures  the  Japanese  giant 
committed  up  to  $100  million  for 
launch.  If  Matsushita  avoids  a  head- 
)attle  with  Nintendo  and  Sega,  it 
ds  a  good  chance  of  succeeding,  says 
Tonics  analyst  Jeff  Camp  at  Jardine 
ding  Securities  Ltd.  in  Tokyo, 
ivalries  are  also  heating  up  in  digital 


Canon  Notejet 


IBINES  THE  COMPANY'S  POPULAR 
BLEJET  PRINTER  WITH  A  SLEEK 
EBOOK  COMPUTER  BY  SHRINKING  THE 
NTER  TO  SMALLER  DIMENSIONS 

p  products.  Sony's  MiniDisc  systems 
d  74  minutes  of  sound  on  a  disk 
aller  than  a  music  CD,  and  unlike 
>se  CD  players,  MD  systems  can 
ord.  Matsushita  and  Philips  Elec- 
nics  are  countering  with  the  Digital 
upact  Cassette  system,  which  can 
:  old,  analog  cassettes  as  well  as  su- 
'ior-sounding  newer,  digital  ones.  But 
ilysts  like  Sony,  since  md's  laser-based 
hnology  lets  the  listener  skip  quickly 
the  desired  cut  on  the  disk.  "Sales  are 
wing  at  twice  the  rate  of  CD  sales 
ring  its  introduction  period,"  says 
ly  President  Norio  Ohga. 
[n  the  heat  of  these  battles,  the 
Danese  are  not  only  showing  the 
ength  of  their  own  technology.  They 


Sharp  ViewCam 


E  OF  ITS  FEATURES  REPLACES  THE  OLD 
WFINDER  WITH  A  COMPLETELY 
ENGINEERED  LIQUID-CRYSTAL  DISPLAY 
ACHED  TO  THE  CAMERA'S  BODY 


Sanyo  Cordless  Answering  Phone 


THIS  APPLIANCE  USES  AN  AT&T  CHIP  THAT 
LETS  THE  RECEIVER  DOUBLE  AS  A  SPEAKER- 
PHONE  WHILE  STILL  DELIVERING  HIGH- 
QUALITY  SOUND 

are  also  learning  how  partnerships  with 
American  companies  give  them  a  strate- 
gic advantage.  The  Matsushita-3  DO 
linkup  is  just  one  example.  Last  year, 
Sanyo  Electric  Co.  tapped  AT&T  Micro- 
electronics to  design  a  processor  that 
lets  the  handset  of  its  cordless  an 
swering  telephone  double  as  a  speak - 
erphone.  The  $660  product  is  one  of 
the  best-selling  units  in  Japan,  help- 
ing make  Sanyo  the  cordless  an- 
swering-telephone    leader.  Sony, 
meanwhile,  has  been  placing  Texas 
Instruments'  chips  into  everything 
from  video  cameras  to  its  latest 
MiniDisc  products.  "There's  no 
other  company  that  can  offer  the 
same  range  of  semiconductor 
products,"  says  Sony  Deputy 
President  Nobuo  Kanoi. 
GRAY  AREA.  For  many  new  mul- 
timedia products,  it's  hard  to 
pinpoint  where  U.  S.  input  ends 
and  where  Japanese  expertise 
takes  over.  Take  Nintendo's 
new  partnership  with  com- 
puter-graphics leader  Silicon 
Graphics  Inc.  (SGI),  which 
provides  the  gamemaker 
with  chip-  and  system-de- 
sign knowhow.  When  it 
comes  time  to  pur- 
chase the  chips,  Nin- 
tendo will  likely  turn 
to   sgi's  Japanese 
partners— either  NEC 
or  Toshiba— which  to- 
day develop  and  build 
some  of  sgi's  most  ad- 
vanced microprocessor  de- 
signs under  license. 

Some  of  America's  largest  elec- 
tronics companies  are  also  learning  how 
to  pair  up  for  product  launches.  Take 
Sharp's  involvement  with  Apple  Com- 
puter Inc.'s  Newton  "personal  communi- 
cators." Sharp  hatched  its  game  plan 
18  months  ago  when  it  signed  with  Ap- 
ple to  co-develop  and  manufacture 


these  power- 
ful electronic 
notepads.  Sharp 
makes  all  the 
Newton  products 
for  Apple  and  gets  to 
ell  its  own  version, 
the  Expert  Pad,  with 
identical  functions.  Neither 
Apple  nor  Sharp  will  release 
U.  S.  sales  figures.  But  de- 
mand is  so  high  that  Sharp  says 
it  can't  keep  pace.  "We've  sold  out  every 
bit  of  inventory  we've  brought  in,"  says 
Gil  DeLiso,  a  marketing  director  for 
Sharp.  Both  companies  plan  launches  in 
Japan  next  year. 

Will  these  offerings  be  enough  to  pull 
Japan's  electronics  companies  out  of  the 
doldrums?  Probably  not— or  at 
least  not  right  away.  But  they 
show  how  Japan's  innovation 
engine  is  still  humming  and 
how  the  Japanese  are  effec- 
tively tapping  outsiders  for 
help  in  launching  products 
quickly.  Eventually,  that 
might  reignite  consumers'  in- 
terest—and, the  Japanese 
hope,  restore  lost  strength  to 
a  crucial  industry. 

By  Neil  Gross  in  Tokyo, 
with  Kathy  Rebello  in  San 
Francisco 
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MEXICAN 
INDUSTRIAL 
WAGES  ARE  ABOUT 
ONE-SIXTH  OF 
THOSE  IN  THE  U.S. 


CONGRATULATIONS,  MEXICO, 
YOU'RE  DUE  FOR  A  RAISE 


Salinas'  pay-for-productivity  plan  may  placate  the  anti-NAFTA  fringe 


egotiators  from  Mexico,  the 
U.  S.,  and  Canada  huddled  in 
Washington  in  August,  haggling 
over  the  final  details  on  labor  and  envi- 
ronmental standards  for  the  North 
American  Free  Trade  Agreement.  As 
anti-NAFTA  noises  grew  louder,  the  Clin- 
ton Administration  needed  to  show  that 
the  pact  wouldn't  just  send  U.  S.  compa- 
nies streaming  across  the  border  in 
search  of  cheap  labor.  So  Mexican  Presi- 
dent Carlos  Salinas  de  Gortari  phoned 
Bill  Clinton.  His  pledge:  He  would  move 
to  raise  Mexico's  tightly  controlled 
wages.  "We  are  committed  to  expanding 
job  opportunities  and  raising  our  peo- 
ple's earnings,"  Salinas  said. 

Nice  promise,  but  can  Salinas  deliver? 
Some  experts  question  just  how  commit- 
ted he  is  to  boosting  wages  when  low 
labor  costs  are  Mexico's  main  competi- 
tive advantage.  But  the  beginnings  of 
the  Salinas  plan  are  emerging.  The  big- 
gest change  would  link  Mexican  industri- 
al wages;  averaging  $1.99  an  hour,  to 
productivity  gains.  Salinas  will  soon  con- 
vene panels  of  government,  labor,  and 
management  experts  to  examine  how  to 
modify  labor  contracts  without  derailing 
the  economy.  Giant  Telefonos  de  Mexico 
(Telmex)  is  the  first  to  implement  a  plan 
to  award  bonuses  based  on  productivity. 

Higher  pay,  of  course,  could  mean 
more  inflation,  which  Salinas  has  tire- 


lessly attacked.  But  in  theory,  boosting 
productivity  keeps  manufacturers'  costs 
down,  counteracting  any  inflationary 
forces  unleashed  by  increased  wages. 

But  the  pressures  to  deviate  from  this 
plan  will  be  immense.  Mexican  manufac- 
turers are  suffering  through  hard  times 
and  are  in  no  mood  to  pay  workers 
more.  And  if  productivity 
doesn't  increase,  Salinas 
will  still  be  tempted  to 
boost  wages  before  presi- 
dential elections  next 
year.  Allowing  wages  to 
rise  too  quickly  could 
fuel  inflation,  which 
would  pressure  the  peso 
and  maybe  scare  away 
new  foreign  investors. 

Workers  already  have 
plenty  to  worry  about. 
Even  though  the  econo- 
my has  grown  an  aver- 
age of  3%  a  year  over  the 
past  five  years,  the  aver- 
age worker's  salary  has 
only  657"  of  the  buying 
power  it  had  before  the 
1982  crash,  according  to 
the  powerful  Mexican 
Workers  Confederation 
(CTM).  Of  course,  more 
prosperous  workers 
mean  a  better  market  for 
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INFLATION-ADJUSTED 
INDUSTRIAL  WAGES 
AND  BENEFITS 

U.  S.  exports,  a  centerpiece  of  the 
nafta  argument.  So  Salinas  has  told 
National  Commission  on  Minimum  S 
ries  to  come  up  with  a  formula  to  r; 
the  minimum  wage,  on  which  18% 
workers  subsist. 

For  the  8  million  Mexicans  who  w 
at  large  companies  under  union 
tracts,  the  government  plans  to  estab 
company-level  productivity  goals, 
government  wants  to  reward  gain^ 
productivity  with  bonuses  rather 
raise  overall  wages.  Telmex  is  set 
the  pace.  It  has  already  created  a  it 
million  incentive  pool  and  started  aw; 
ing  productivity  bonuses  to  worker 
August,  becoming  one  of  the  first  m 
companies  to  do  so. 

It's  a  big  change  for  Mexico's 
backward  telephone  monopoly.  It 
to  be  that  repairmen  would  com 
only  half  of  their  rounds  during  reg 
working  hours,  and  save  the  rest  t 
on  costly  overtime.  Then,  complainin 
low  salaries,  they  would  demand  a  ti 
customers  to  do  the  job  right.  ButR 
that  started  changing  when  Telmex  I 
privatized  in  December  of  1990.  Uul 
the  new  plan,  if  workers  meet  monB 
goals,  they  can  earn  bonuses  equal  tl 
much  as  30%  of  their  salaries. 
50-year  wait?  Iii  any  event,  no  one  I 
pects  Mexican  wages  to  reach  U.  S.  I 
els  anytime  soon.  "I  figure  it  will  takB 
least  50  years  to  reduce  the  gapf 
40% — seriously,"  says  Congressi 
Juan  S.  Millan  Lizarraga,  also  a  CTM 
cial.  Although  Mexican  productivity 
been  rising  about  6%  a  year— twice! 
U.S.  rate — industrial  wages  in  Mel 
remain  about  one-sixth  the  U.S.  lev  I 
The  challenge  ahead  may  seem  it  I 
boggling.  But  Mexl 
workers,  employers, 
government  offic 
have  proven  over 
past  seven  years 
they  are  capable  of 
ting  down  at  the  ne: 
ating  table  and  ham: 
ing  out  effective  nati 
accords  for  a  variet; 
purposes— such  as  b) 
ing  down  inflation  or 
moting  industrywide 
training  programs 
helps,  of  course, 
Mexico's  execu 
branch  can  dictate 
it  wants.  But  pleasii 
U.  S.  president,  place 
Mexican  workers, 
wooing  industrialists 
at  the  same  time  i 
prove  to  be  Salinas' 
est  challenge  yet. 

By  Geri  Smith  in  M 
City 
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Workers'  Compensation. 


Imagine  a  place  where  hard  work  is  rewarded 
by  hours  of  indulgence.  Where  award-winning 
cuisine  fills  your  plate  and  CD  qualify  sound  fills 
your  ears.  Where  your  eyes  feast  on  your  own 
personal  video  monitor  with  a  wide  selection  of 
programs.  Where  extra  wide  seats,  swivel  tables, 
integral  footrests  and  enhanced  recline  provide 
a  unique  feeling  of  freedom  and  movement 
With  the  introduction  of  the  world's  most 
advanced  aircraft,  the  A340,  and  the  redesign  of 
our  747s,  Lufthansa  is  setting  new  standards  for 
Business  and  First  Class  comfort.  All  this  in 
addition  to  the  premium  European  service  we 
continue  to  offer  on  every  one  of  our  flights.  And 
surprisingly,  all  without  a  premium  price.  So  since 
you  work  hard,  fly  the  airline  that  assures  you 
the  compensation  you  deserve. 


A  passion  for  perfection." 


Lufthansa 


For  schedule  information  or  reservations  call  1-800-645-3880 
or  see  your  Travel  Agent.  Lufthansa  is  a  participant  in  the 
mileage  programs  of  United,  Delta  and  USAir. 


nternational  Business 


Commentary/by  Bruce  Nussbaum 


IS  THAT  OLD-TIME  RELIGION  THE  NEW  WORLD  ORDER? 


The  simple  handshake  between 
Yassir  Arafat  and  Yitzhak  Rabin, 
astonishing  as  it  was,  is  but  the 
latest  tectonic  shift  stemming  from  the 
end  of  the  cold  war.  Peace  in  the  Mid- 
dle East,  nuclear  disarmament,  Bos- 
nia's destruction,  warlordism  in  Soma- 
lia— all  reflect  the  amazing  changes 
since  the  demise  of  the  Soviet  bloc. 

With  the  international  system  torn 
from  its  mooring  of  nearly  half  a  cen- 
tury, the  U.  S.  is  struggling  to  define 
and  defend  its  interests.  If  communism 
is  dead,  what  foreign  policy  framework 
should  the  U.  S.  use  to  structure  its 
approach  to  the  new 
world  order?  And  what  is 
that  order,  anyway? 

A  fierce  debate  in 
Washington  centers  on 
that  question.  Just  as 
George  Kennan's  1947  X 
article  in  Foreign  Affairs 
defined  the  U.  S.  policy  of 
containing  communism, 
so  are  others  forming 
new  paradigms.  First  out 
was  Francis  Fukuyama, 
a  State  Dept.  analyst 
who  declared  the  end  of 
the  cold  war  meant  "the 
end  of  history."  Liberal 
democracy  had  won,  he 
wrote,  leaving  statesmen 
only  "technical"  problems  to  solve. 
dark  outlook.  Yet  the  crises  of  the 
1990s  have  proved  anything  but  "tech- 
nical," and  Fukuyama's  theory  has  fad- 
ed from  the  scene.  Instead,  policymak- 
ers are  debating  a  powerful  new  world 
view  articulated  in  The  Clash  of  Civili- 
zations?, a  recent  Foreign  Affairs 
piece.  Espoused  by  eminent  Harvard 
political  scientist  Samuel  P.  Hunting- 
ton, this  thesis — should  Washington 
adopt  it — has  forbidding  implications 
for  foreign  policy.  Huntington's  argu- 
ment: that  after  the  cold  war,  "the 
great  divisions  among  humankind  and 
the  dominating  source  of  conflict  will 
be  cultural,"  not  ideological  or  econom- 
ic. "The  clash  of  civilizations  will  be  the 
battle  lines  of  the  future,"  he  writes. 

Huntington  lists  eight  civilizations: 
Western,  Confucian,  Japanese,  Islamic, 
Hindu,  Slavic-Orthodox,  Latin  Ameri- 
can, and  African.  Replacing  the  Soviet/ 
U.  S.  blocs  are  cleavages  between  the 
West  and  the  rest — particularly  the 
West  and  Islam  as  well  as  an  Islamic- 


Confucian  alliance.  The  substance  of 
conflict  is  not  markets  or  resources  but 
values,  most  embedded  in  religion. 

To  Huntington,  cultural  values  and 
religion  are  recovering  their  strength, 
because  economic  modernization  and 
social  change  are  "separating  people 
from  their  local  identities."  The  nation- 
state  is  weakening,  people  are  adrift 
and  turning  to  older  beliefs.  The  world 
is  desecularizing,  as  fundamentalism 
sweeps  through  India  and  the  Mideast 
and  cultural  nationalism  grows  in  Chi- 
na, Japan,  and  Russia.  In  short,  a  mas- 
sive de- Westernization  is  under  way. 


BOSNIAN  PRISONERS:  DOES  THEIR 
WAR-TORN  LAND  STRADDLE  A 
CULTURAL  FAULT  LINE  BETWEEN 
CHRISTIANITY  AND  ISLAM? 


Huntington's  tract  is  seductive  be- 
cause it  seems  to  explain  so  much. 
Take  the  tragedy  in  Bosnia.  According 
to  Huntington,  this  wretched  land  is 
probably  the  site  of  the  first  modern 
clash  between  civilizations,  with  Islam 
facing  off  against  the  Christian  West. 
In  this  determinist  scheme,  Yugosla- 
via's unraveling  should  surprise  no 
one:  Bosnia  straddles  a  dangerous  cul- 
tural fault  line  that  has  separated 
Christianity  and  Islam  since  1500. 

Yet  this  argument  comes  up  short  on 
many  points.  It  wasn't  the  fundamen- 
talist wing  of  Islamic  civilization  that 
invaded  the  feudal  kingdom  of  Kuwait, 
but  a  very  secular  Iraqi  government. 
Can  one  talk  of  conflict  between  the 
West  and  Islam  when  the  kingdom  of 
Saudi  Arabia  and  the  secular  one-party 


state  of  Egypt  sided  with  the  U.  S.  a| 
Europe  in  the  gulf  war?  How  abo 
the  new  peace  between  "European"  ji 
raelis  and  Islamic  Palestinians?  As  m 
Bosnia,  why  are  Christian  Serbs  alta 
attacking,  then  teaming  up  with,  Chri; 
tian  Croats?  The  Bosnian  situatil 
seems  more  a  horrible  case  of  Serbii 
land  grabs  than  a  clash  of  civilization] 
Not  only  is  Huntington's  framewoli 
wobbly,  but  he  misunderstands  tla 
most  potent  force  sweeping  the  gloM 
today:  the  market  economy.  Look  a 
some  of  today's  rising  powers.  China! 
new  might  isn't  because  of  its  retura 
of  Confucianism  but  M 
its  embrace  of  WesteAj 
style  markets  support* 
by  American  and  JajH 
nese  investment. 

Granted,  Chinese  call 
talism  won't  mirror  U.a 
capitalism — or  Japanefa 
or  European  eapitalispi 
Latin  America's  enter- 
ing market  economy  wl 
be  different,  too,  as  wl 
Malaysia's  and  Indor- 
sia's.  But  enough  simil;- 
ities  will  exist  to  allc 
thousands  of  new  bu- 
ness  deals  uniting  c- 
zens  around  the  glol. 
And  new  technologit, 
from  satellite  dishes  to  fax  machines) 
the  Internet  data-base  exchange,  2i 
uniting  an   emerging  global  mid<? 
class. 

In  the  end,  Huntington  doesn't  ofJr 
much  guidance  on  foreign  policy.  1,3 
clash-of-civilizations  thesis  basica| 
calls  for  a  state  of  armed  vigilance-i 
sort  of  post-cold  war  cold  war.  Tit 
pleases  defense  hawks.  But  the  U.l. 
needs  a  better  guidebook.  Policym;'- 
ers  would  do  better  to  look  to  the  gli- 
al economy,  where  free  flows  of  cai- 
tal,  goods,  people,  and  data  may  defie 
the  tribal  forces  by  creating  and  cj- 
tributing  wealth.  And  when  officis 
scan  for  new  fault  lines  to  mend,  trV 
should  look  for  the  ones  separati? 
those  inside  the  global  economy  fnn 
those  outside  of  it. 

Yes,  culture  matters — sometins 
tragically.  But  focusing  exclusively  n 
old  values  means  ignoring  the  npR 
forces  rapidly  remaking  the  world. 

X/issbmi///  edits  B\\"s  Editorial  pag 
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INTERNATIONAL  BIN 


With  annual  revenues  of  more  than  $14  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNKVGNO 

Sunkyong  Limited   Sunkyong  Industries  SKC  Sunkyong  Engineering  and  Construction   Yukong  Limited 


E  ONLY  NAME 

IN  OFFIC 

I^nasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation-that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic s  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 
call  1-800-843-0080.  ext.  4115. 


Print  It.   Monitor  It.   Compute  It.   Fax  It. 


U  NEED  TO  KNO 
3UIPMENT. 


THE  PANASONIC  FP-7650  HIGH-SPEED  COPIER. 
INCREDIBLY  FAST,  SO  IT  WON'T  SLOW  YOU  DOWN. 

Resenting  a  high-speed  copier  that  gives  your  office  the  productivity  you 
need  and  the  reliability  you  want.  Because  this  Panasonic  copier  is  not  only 

fast- it's  efficient  and  affordable. 
How  fast?  Try  76  copies  per  minute  with 
up  to  100%  throughput  when  using 
special  features  such  as  sorting,  stapling, 
and  duplexing.  A  paper  capacity  of  up  to 
6,000  sheets  lets  you  make  the  most  of  that 
speed.  While  a  Fuzzy  Logic  toner  control 
system  assures  you  superb  copy  quality. 
The  Panasonic  FP-7650  high-speed  copier.  Productivity  and  performance 
beyond  duplication. 


— 


an  It.  Store  It.  Type  It.  Phone  It.  Copy  It. 


Panasonic, 

Office  Automation/f^^ 


Office  Automation^jv^ 


gOif  Greg Norman* one 
of  TMG'sneavy  ratters 


ADVANTAGE, 
MARK  McCORMACK? 


Sports  giant  IMG  must  play  a  whole  new  game  to  stay  on  top 


Want  to  put  your  company's 
logo  on  Jim  Courier's  sleeve? 
Back  a  concert  tour  by  Jose 
Carreras?  Go  golfing  with  Greg  Nor- 
man? Have  Joe  Montana  pitch  your 
product?  Or  perhaps  you VI  like  to  boost 
your  brand  with  an  entire  event— an  ice 
show,  opera,  or  golf  championship? 

Take  a  number,  and  Mark  H.  McCor- 
mack  will  be  right  with  you. 

At  63,  McCormack  is  the  granddaddy 
of  modern  sports  marketing.  Through 
his  International  Management  Group, 
he  controls  a  billion-dollar  global  empire 
that  stretches  beyond  sports  and  into 
areas  as  diverse  as  classical  music  and 
modeling.  McCormack  is  a  never-heard- 
of  compared  with  the  stars  he  repre- 
sents—Nancy Lopez,  Itzhak  Perlman, 
and  Monica  Seles,  to  name  a  few.  But 
he  made  a  splash  with  his  15*84  com- 


mon-sense business  best-seller.  What 
They  Don't  Teach  Van  At  Harvard  Busi- 
ness School,  and  in  1990,  Sports  Illus- 
trated called  him  the  most  powerful  man 
in  sports.  That  was  then.  Last  month, 
the  magazine  put  Nike 
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Knight  on  its  cover 
and    dubbed  his 
company  "the  most 
powerful  force  in 
sports." 

Small  thing, 
maybe.  Yet  it 
points  up  the 
fact  that  IMG  is 
feeling  more 
heat  than  it 
ever  has  in  its 
33  years.  Sure,  IMG  remains  a 
towering  presence.  Says  Barrie  (ft 
chairman  of  CSS  International  Holdigs- 
PLC,  a  British  sponsorship  consult*: 
"It  would  take  a  lot  of  Davids  to  k» 
that  particular  Goliath  over."  But  evjjj[- 
where  McCormack  looks,  there's  al 
with  a  slingshot. 

That  wasn't  the  case  in  the  sizzpg 
'80s,  when  img  revenues  grew  npe 
than  sixfold,  to  some  $700  milln 
(McCormack  is  majority  owner  andie 
dines  to  divulge  precise  numbers.)  .in! 
while  that  pace  hasn't  continued  in  no 
torpid  '90s,  IMG  has  still  managed  tdut 
close  to  the  $1  billion  mark.  "I'd  lik  ti 
tell  you  we  were  brilliant  and  we  k:(* 
how  to  deal  with  the  recession,"  iy$ 
McCormack,  ". . .  but  we  were  also  \Sf 
lucky  to  be  in  the  right  place"  asld- 
vertisers  plowed  more  into  sponsopg 
sports  and  special  events  as  an  altefl 

THE  CORPOflO 


These  days,  buying  a  new  phone  system  is  like  leaping  into  murky  waters.  You  never  know  what's  lurking  below 
until  you  take  the  plunge.  Will  you  be  swamped  with  calls?  Or  will  things  dry  up  over  time?  And  what  about 
evolving  technology?  Will  you  need  features  like  private  networks,  automated  call  distribution  or  voice  messaging? 
We  suggest  you  take  a  deep  breath  and  relax.  «  IflflHiM  Because  with  the  Series  3,'M  you  can  adapt  to  new 
environments  when  the  need  arises.  Whether  'ka-aJpa  you're  upgrading  your  system,  relocating  your  busi- 
ness or  simply  growing  by  leaps  and  bounds.      t-lS,*t"     ,i , 


Call  us  at  1-800-553-3263  to  take  it  for  a  test  dive. 


The  new  Series  3  PBX  from  Fujitsu,  a  $29-billion  global 
telecommunications  leader  serving  over  100  countries 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


During  the  past  two  years, 
as  lead  or  co-manager 
of  equity  issues,  J.  P.  Morgan 
Securities  Inc.  has  raised 
more  than  $17  billion 
for  clients  in  both  U.S.  and 
international  markets.  How 
have  we  built  our  business? 
With  a  top  team  of  dedi- 
cated equity  professionals. 
High-quality  research. 
Worldwide  distribution.  And 

most  important,  with  an 

■ 

unwavering  commitment 


to  results. 


J  P  Morgan 


Hi 


e  Corporation 


II 


tive  to  the  glut  of  traditional  messages. 

That  trend  is  likely  to  continue,  at 
least  for  now.  But  the  very  growth  that 
turned  IMG  into  a  powerhouse 
has  created  a  string  of  new 
challenges  for  McCormack. 

Nike  Inc.  is  beginning  to 
represent   athletes   and  is 
hooking  up  with  Hollywood 
czar  Michael  Ovitz  of  Crea- 
tive Artists  Agency  to  try  to 
stage  major  sports  events- 
two  businesses  that  are  pil- 
lars of  IMG.  Networks  are 
throwing  money  at  late-night 
talk-show  hosts  now— not 
sports.  Organizations  that 
once  paid  img  to  peddle  the 
TV  rights  to  their  sporting 
events  have  cut  out  the 
middleman.  Sponsors  are 
demanding  concrete  re- 
sults. A  field  of  smaller  ri- 
vals has  mushroomed.  And 
IMG,  which  creates  sport- 
ing events  while  repre- 
senting athletes  that  play  in  them, 
continues  to  be  dogged  by  conflict-of- 
interest  charges. 

Perhaps  the  scariest  blip  on  IMG's  ra- 
dar screen  is  Nike  CEO  Knight,  who  has 
talked  with  McCormack  about  buying 
IMG.  Nike,  concerned  about  maintaining 
closer  control  over  the  image  of  top  en- 
dorsers such  as  Michael  Jordan,  is  ven- 
turing into  athletic  representation.  So 
far,  it's  only  fully  managing  four  ath- 
letes—Jordan is  not  one  of  them— and 
won't  say  much  about  its  ambitions. 
TOP  GUNS.  While  the  threat  from  Nike, 
especially  its  venture  with  Ovitz  and 
CAA,  is  more  psychological  than  real  at 
the  moment,  it  underlines  the  fact  that 
sports  and  special  events  have  become 
so  lucrative  that  more  and  more  players 
want  in  on  the  action.  International 
Events  Group  in  Chicago  estimates  that 
sponsors  worldwide  paid  organizers  of 
events  $8.5  billion  in  1992. 

With  its  array  of  top  talent,  from 
Nick  Faldo  to  Wayne  Gretzky,  and 
control  of  events,  from  the  tennis 
championships  of  the  ATP  Tour  in 
Frankfurt  to  the  World  Triathalon  in 
Nice,  img  has  a  far  juicier  slice  of  that 
pie  than  anyone  else.  McCormack  sees 
"pretty  decent"  growth  this  year  and 
"exceptional"  growth  in  1994.  Some  of 
the  reasons:  img  will  start  promoting 
and  running  the  world  figure-skating 
championships.  Its  TV  unit,  Trans  World 
International  (TWI),  recently  helped  nego- 
tiate the  sale  of  U.  S.  TV  rights  to  the 
1996  Atlanta  Olympics.  As  the  new  mar- 
keting agent  for  the  U.  S.  Volleyball 
Assn.,  IMG  has  guaranteed  the  organ- 
ization at  least  $30  million  and  will  help 
stage  35  or  40  events  a  year.  (Look  for  a 


new  pro  volleyball  league  after  the  next 
Olympics.)  Next  year,  TWI,  producer  of 
the  Skins  Game  and  more  sports  pro- 
gramming than  anyone  except  the  net- 
works, aims  to  help  get  a 
cable-TV  golf  channel  off 
the  ground  (page  73). 

Besides  all  that,  IMG  is 
talking  for  the  first  time 
about  joint  ventures  with 
deep-pocketed  partners. 
One  possibility:  starting  a 
new  U.  S.-style  pro  football 
league  in  Europe  that  could 
>e  affiliated  with  the  Na- 
tional Football  League. 

Clearly,  Cleveland-based 
IMG  is  looking  to  be  a  lot 
more   than   a  go-between 
these  days.  McCormack  long 
ago  recognized  the  impor- 
tance of  running  events,  not 
just  representing  athletes  who 
compete  in  them:  "Wimbledon 
doesn't  break  a  leg,  sprain  an 
ankle,  fail  a  drug 
test,  or  lose  six- 
love,  six-love,"  he  says. 

For  15  years,  IMG  arranged 
the  NFL's  broadcasts  overseas. 
Last  year,  the  NFL  took  the 
job  in-house.  "If  you  own  an 
event  or  create  it,  that  isn't 
going  to  happen,"  says  McCor- 
mack. 

So  IMG  is  buying  events,  such 
as  the  Detroit  Grand  Prix  and 
some  Virginia  Slims  tennis  tour 
naments.  It  has  entered  into  a 
partnership  with  the  European 
PGA  Tour  to  produce  events  and 
distribute  TV  worldwide.  And  IMG 
has  guaranteed  the  ATP  Tour  $100 
million  over  three  years  for  its  TV  and 
marketing  rights.  McCormack's  tennis 
game  doesn't  stop  there.  IMG  owns  the 
Nick  Bollettieri  Tennis  Academy  and 
handles  merchandising  and  sales  of  for- 
eign TV  rights  for  Wimbledon. 
That  perva- 
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sive  presence  and  img's  cocky  attitiB 
have  long  drawn  criticism.  But  they  » 
help  explain  why  McCormack  can  H 
pear  so  unconcerned  about  Nike  am 
CAA.  "These  guys  are  capable  aft 
they're  rich,"  says  McCormack,  "but 
a  big  world  and  a  big  market.  W^B 
certainly  not  worried  about  meeting  ■ 
payroll." 

"TOTALLY  DOMINATING."  McCormfl 

boasts  that  no  one  competes  glob« 
with  img.  "Our  size  in  our  business  ism 
tally  dominating,"  he  says.  With  62  ol 
es  in  21  countries  and  60%  of  its  reH 
nues  from  overseas,  img  has  a  gloB 
reach  unmatched  by  either  ProServ  m 
or  Advantage  International,  the  comH 
nies  most  often  considered  its  rivB 
Hundreds  of  boutique  consultants  tm 
have  sprung  up  are  pecking  at  imJs 
business,  however,  and  many  marW 
ers  now  have  their  own  special-evH 
departments. 

At  the  same  time,  companies  mi 
"pickier  and  more  am 
scious  of  results,"  stt 
IMG  Senior  Vice-Pr*' 
dent  Robert  Kain.  m 
also  has  to  be  mora 
a  marketer  these  daK 
using  promotions™ 
help  companies  »! 
more  bang  out  b 
their  sponsorship«| 
Some  critics  snH 
that  IMG  is  ml 
concerned  with  sjHj 
ing  its  own  vastH 
ventory  of  athlewl 
and  events  tfl 
in  promoting  jlai 
interests  of  corporate  B| 
ents.  "Their  idea  of  a  strategy  is,  "I 
buy  what  I'm  selling,'"  says  one  rrH 
But  for  years,  IMG  has  created  msH 
new  events,  using  its  athletes  and  H 
connections.  And  that  aspect  of  the  bjH 
ness  is  a  bigger  part  its  growth  toqH 
When  United  Distillers  PLC  wanted 
golf  event  to  promote  Johnnie  Waljtr 
scotch,  IMG  put  together  a  match  in  ft-  li 
maica  featuring  top-rated  golfers  tat  i 
was  televised  in  80  countries. 

The  multiple  roles  img  plays  in  sih 
attractions  often  spawn  charges  that  wi 
company  can't  represent  so  many  inffi 
ests  without  conflict.  IMG  is  embroiledn 
a  nasty  lawsuit  with  skater  Dorothy  ffi 
mill.  The  suit  charges,  among  ot|< 
things,  that  "...IMG's  self-dealing  ad 
conflicts  of  interest  resulted  in  lessll- 
vorable  terms  and  monies  than  Deb- 
thy  otherwise  would  have  received.  J. 

IMG  denies  these  allegations.  McG> 
mack  also  points  out  that  by  inventig 
alternatives  to  Ice  Capades  and  Disiy 
on  Ice,  IMG  has  created  more  oppoiu- 
nities  for  skating  stars.  "Without  tljt, 

"1  , 

THE  CORPORjON 


Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 
business,  call  1-800-RYDER-OK,  ext.  102,  for  a  free 
brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 

a  lesson  or  two  from  the  pros.  §WD£Jf$ 

1-800-RYDER-OK " 

©1993  Ryder  Truck  Rental,  Inc  A  Ryder  System  Co  Ryder  is  an  equal  opportunity  empluyer 


Lloyd  Wilson  Helps 
Navigate  1,483  Planes 
A  Day. 


On  April  J. 
as  the  result  nj 
its  combination 
with  GE's 
aerospace  businesses, 
Martin  Marietta 
became  the  world's 
largt  s7  aerospace 
electronic  s 
company. 


There  aren't  any  signs  or  landmarks  in  the  sky  to 
help  pilots  navigate  from  city  to  city.  Instead,  they 
depend  on  Lloyd  Wilson  to  help  guide  the  way. 

Lloyd's  with  the  Federal  Aviation  Administration 
(FAA),  and  his  job  is  to  maintain  VHF  Omni-directional 
Range  (VOR)  transmitters,  a  crucial  piece  of  navigational 
hardware  that  keeps  pilots  on  course.  And  sometimes 
the  job's  a  tough  one.  Many  VORs  are  found  in  remote 
locations,  so  Lloyd  often  packs  his  camping  gear  and 
takes  a  few  days  just  to  reach  them. 

To  make  this  process  more  efficient,  the  FAA  is 
now  installing  automated  monitoring  equipment  on 
VORs  and  other  FAA  field  instruments.  Through  a 
central  facility  Lloyd  will  be  able  to  monitor  and  man- 
age more  equipment  with  greater  speed  and  reliability. 

This  automation  is  only  one  part  of  the  FAA's 
modernization  program  to  accommodate  large  increases 
in  air  traffic  tomorrow — without  disrupting  service 
today.  And  Lloyd  is  one  of  9,000  field  employees  who 
are  making  it  happen. 

At  Martin  Marietta  we're  proud  to  be  a  part  of  the 
FAA's  airways  facilities  team.  When  it  comes  to  keep- 
ing things  moving  in  the  sky,  they're  doing  the  very 
best  job  on  the  ground. 


bSOl  ROC  MFDGf  f>RIVE,  Bf  IHESDA,  MARYLAND  20817 
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they  have  no  place  to  go,  except  to  be- 
come a  Smurf  or  a  Dwarf,"  he  says. 

Wags  call  it  International  Money 
Grubbers  and  huff  about  how  McCor- 
mack  defines  his  role:  to  make  sports 
"more  popular,  better  commercial  vehi- 
cles for  companies  to  use  to  sell 
their  products."  But  McCormack 
makes  no  bones  about  his  mis- 
sion: "We're  always  looking  for 
emerging  sports,  like  P&G  is  look- 
ing for  emerging  potato  chips  or 
liquid  soap." 

IMG  continues  to  beef  up  its 
presence  in  newer  nonsports  areas, 
such  as  music  and  real  estate. 
McCormack  says  IM<;  has  become 
the  second-largest  agency  for  classi- 
cal music,  counting  52  orchestras 
among  its  clients.  Meanwhile,  it  has 
leveraged  its  brand-name  golfers 
into  another  business:  designing  golf 
courses  from  Berlin  to  Bali.  And  it's 
looking  to  grow  more  in  team  spoils, 
which  has  not  been  its  strong  suit  in 
the  past. 

FOCUS  ON  EUROPE,  imc's  biggest  growth, 
though,  may  come  from  TV,  particularly 
in  Europe.  As  commercial  broadcasting 
continues  to  blossom  there,  the  market 
for  sports  programming  should  grow. 


And  both  in  Europe  and  the  U.  S., 
though  growth  is  sluggish  now,  IMG  sees 
a  big  opportunity  to  supply  more  and 
more  niche  channels.  As  McCormack 
sees   it,   others  can 


fight  it  out  over 
such  newfangled  technology  as  multime- 
dia; he'll  be  around  to  provide  program- 
ming. "I  don't  know  anything  about  tech- 
nology," says  McCormack,  admitting 
that,  if  instead  of  a  computer  there  were 
"an  accountant  with  a  green  visor  some- 
where writing  things  down,  I'd  feel  bet- 
ter about  it." 

In  many  other  ways,  IMG  remains 


something  of  an  old-fashioned  operati| 
It  just  hired  its  first  human  resour<is 
chief,  though  it  employs  1,600  peor| 
The  long-serving  top  cadre  is  wl 
paid,  but  hardly  any  McCormJ 
lieutenants  have  a  piece  of  the  I 
tion;  and  IMG  has  no  finanJ 
goals. 

EARLY  RISER.  That's  especially  J 
since  McCormack  is  so  coram 
sive  in  his  personal  life.  Rising! 
about  4:30  a.m.,  he  keeps  mej 
ulous  track  of  his  time,  includi 
how  many  days  each  year  hJ 
with  his  wife,  tennis  pro  J 
1993  over-35  Wimbledon  dj 
I  bles  champ  Betsy  Nagelsl 
how  much  he  has  slept;  m 
how  much  time  he  has  spl 
doing  sit-ups. 
McCormack  seems  much  less  c| 
cerned,  however,  about  the  bigger  ■ 
ture.  While  lots  of  other  CEOs  Mc(j 
mack's  age  are  starting  to  think  abl 
retiring,  IMG's  chief  is  clearly  not  rem 
to  step  aside.  Why  should  I,  asks  McC| 
mack.  "Everybody  retires  to  do  whe 
do  every  day." 

By  Zachary  Schiller  in  Cleveland, 
Julia  Flynn  in  London,  Jonathan  B, 
vine  in  Paris,  and  bureau  reports 


The  Brawn. 


The  k'cp  Grand  Cherokee  is  one  mean  machine.  It  has  the  looks,  luxury 

PflWFRFn  RV  i 

motorola    ar,d  handling  that  can  intimidate  spores  sedans.  That,  along  with  a  V-8  and 
legendary  Jeep  toughness,  made  it  Motor  Trends  Truck  of  the  Year. 


Mi.|wiAi  mid  the 
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WOULD  YOU  BELIEVE... THE  GOLF  CHANNEL? 


If  you've  always  wanted  to  play 
Pebble  Beach,  you  may  soon  get 
to  take  a  close  look  around— on  TV. 
md  if  you  like  what  you  see,  you  can 
ign  up  for  a  tour  package.  And  before 
ou  go,  you'll  want  to  order  the  video 
i  bone  up  on  how  to  play  each  hole. 
Sports  TV  gone  mad?  Maybe.  De- 
ends  on  how  many  duffers  tune  in 
?hen  The  Golf  Channel  hits  the  tube 
ext  spring.  Yes,  The  Golf  Channel— 24 
ours  a  day  of  instruction,  news,  inter- 
iews,  and  tournaments. 
tAJOR  players.  This  is  no  pipe  dream 
1  the  pro  shop.  Dillon,  Read  &  Co.  is 
lying  to  raise  $100  million  to  fund  the 
amp-up  of  the  project,  and  the  princi- 
als  include  Arnold  Palmer,  Interna- 
ional  Management  Group's  Mark  H. 
[cCormack,  and  founder  Joseph  E. 
libbs,  a  cable  operator  in  several 
lOUthern  states.  IMG,  though  only  a 
lodest  investor,  helped  develop  the 
usiness  plan  and  is  playing  the  crucial 
ole  of  programmer. 

With  the  world  getting  ready  for 
00-channel  TV,  The  Golf  Channel  is 


but  one  of  dozens  of  proposed  new 
contenders.  Still,  it  has  a  good  shot: 
There  are  an  estimated  11.5  million 
golfers  over  age  18  in  the  U.  S.,  the 
sport  tends  to  inspire  fanaticism,  and 
many  golfers  are  affluent.  That  could 
boost  home  shopping. 

At  about  $5  a  month,  the  channel 
needs  some  2  million  customers  to 
break  even.  The  main  hitch,  besides 


raising  the  money,  is  getting  cable  op- 
erators to  carry  it.  "I  haven't  heard 
of  anyone  doing  cartwheels  over  this," 
says  Richard  Aurelio,  president  of 
Time  Warner  Cable's  New  York  Group. 
He  says  the  channel  will  be  "ideal" 
once  capacity  increases  but  adds  that 
"in  the  present  environment,  it's  buck- 
ing up  against  a  scarcity  problem." 

Not  to  worry,  say  Gibbs  and  IMG 
executives.  Because  of  new  cable  re- 
quirements, operators  will  have  to  add 
products  that  viewers  pay  extra  for, 
such  as  The  Golf  Channel,  to  increase 
revenues.  Moreover,  Gibbs  adds,  "We 
don't  in  our  business  plan  expect  to 
be  in  every  cable  system  in  America 
by  June,  1994."  Indeed,  the  plan  calls 
for  the  channel  to  be  available  in  10% 
of  U.  S.  homes  that  get  cable  by  the 
end  of  next  year  and  30%  by  the  end 
of  1995.  It  doesn't  look  to  break  even 
for  up  to  2%  years. 

One  question,  though:  Will  all  the 
voices  on  The  Golf  Channel  speak  in 
whispers? 

By  Zachary  Schiller  in  Cleveland 


® 

68HC11 


The  Brains. 

Two  Motorola  68HC11  microcontrollers  are  the  brains  of  this  beast.  Thev  manage  everything 
from  the  Cherokee's  engine  performance  to  its  full-time  four-wheel  drive  and  emissions  control. 
From  4x4's  to  computers,  the  worlds  most  innovative  products  are  powered  by  Motorola. 

MOTOROLA 

Microcontrollers 
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TECHNOLOGY  THAT 
WORKS  FOR  LIFE 


Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  on  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemistry  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we  are 

making  technology  work 

for  everyone.  For  more,  write 

P.O.  Box  260,  Ridgefield  Park, 

NJ  07660.  Phone  800  SAMSUNG. 

Fax  201  229  6058 


SOMETHING 


LCHNOLOGY 


ivi  xx  i 


ELECTRONICS 

64M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

High-definition  TV 

199-gram  cellular  phone 

Green  Monitors 

ENGINEERING 
Double-hull  oil  tanker 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

CHEMICALS 
Engineering  plastic 
Petrochemicals 
1PP  ultrafine  fabrics 


©  1993  The  Samsung  Group 


iocial  Issues 


TRAINING  I 


RETOOLING 
AMERICAN  WORKERS 


Community  colleges  are  now  a  key  to  corporate  retraining  efforts 


ot  all  students  at  Rock  Valley 
Community  College  in  Rockford, 
111.,  will  be  studying  Poli-Sci  and 
Biology  101  this  fall.  Roughly  13%  of  the 
student  body  will  be  boning  up  on  such 
topics  as  "Teaming  for  Success"  and  "Re- 
liability Engineering"  at  the  behest  of 
their  employers.  In  recent  years,  some 
100  local  companies  from  giants  Sund- 
strand  and  Ingersoll  Milling  to  tiny  Pro- 
duction Line  have  sent  their  workers 
back  to  school. 

Put  aside  stereotypes  of  two-year 
community  colleges  as  dumping  grounds 
for  underachievers.  The  schools  aren't 
abandoning  their  mission  of  helping  kids 
get  into  four-year  schools  and  offering 
vocational  training.  But  more  and  more, 
they're  seeking  to  fill  a  critical  void:  up- 
grading workers'  skills  so  U.  S.  compa- 
nies can  stay  globally  competitive. 
"There's  no  higher  priority  for  New  Jer- 
sey's community  colleges  than  economic 
development,"  says  Lawrence  Nespoli, 
executive  director  of  the  state's  Council 
of  County  Colleges.  "Yes,  it's  important 
for  people  to  study  Aristotle  and  Shake- 
speare. But  it's  also 
important  for 
them  to  be  gain- 
fully employed." 

That's  a  tall  or- 
der. A  new  study 
of  literacy  in  the 
U.  S.    released  on 
Sept.  8  concluded  that 
more  than  20%— some 
42  million  adults— have 
skills  so  limited  that 
they're  ill-equipped  for 
job    advancement  or 
managing  their  personal 
affairs.  About  40  million 
to   44   million  people 
couldn't    even  consis- 
tently read  a  map  or  fi 
out  a  simple  form.  "In- 
adequate skills  are  a  se- 
vere limit  on  the  poten- 
tial of  the  work  force," 
says   Gregory  Anrig, 
president  of  the  Educa- 
tional Testing  Service  in 
Princeton,  N.  J.,  which 
conducted  the  study.  "It 


ROCKFORD  PROCESS  SENT  ITS  WORKERS  TO 
LEARN  AT  ROCK  VALLEY — AND  LANDED  HONDA 


could  suggest  that  we're  in  danger  of 
losing  jobs  because  literacy  levels  in  the 
U.  S.  are  below  those  of  other  countries." 
Community  colleges  alone,  of  course, 
can't  begin  to  redress  such  problems. 
But  they're  increasingly  stepping  into 
the  breach.  In  fact,  the  nation's  1,158 


HEADING  OFF  TO 
(COMMUNITY)  COLLEGE 

HEWLETT-PACKARD  The  College  of  San  Mateo  is 
sending  professors  to  a  Boise  (Idaho)  plant  to  teach 
production  workers  about  basic  electronics 

f.  SCHUMACHER  Community  colleges  are  training 
managers  of  the  New  York-based  fabric  supplier  in 
problem-solving  and  conflict  resolution 

MOTOROLA  As  part  of  a  consortium  of  seven  com- 
panies and  Sematech,  the  technology  giant  is  turning  to  a 
network  of  select  community  colleges  to  train  suppliers 

JOHNSON  A  JOHNSON  Grayson  Community 
College  in  Sherman,  Tex.,  is  teaching  leadership  skills  to 
first-line  supervisors  at  a  local  J&J  gauze  plant 
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community  colleges  have  emerged  as  ie 
largest  provider  of  work-force  retra- 
ing,  aside  from  employers  themselvj. 
A  1992  poll  of  608  community  colleges  jy 
the  D.  C.-based  Southport  Institute  fr 
Policy  Analysis  found  that  69%  of  thl' 
surveyed  offer  workplace  retraini^ 
More  than  half  the  schools  started  pp 
grams  in  the  five  years  from  1987 is 
1991. 

CROWDED  FIELD.  Until  recently,  suchl 
forts  have  been  largely  ad  hoc.  Igfc 
that's  changing  as  the  colleges  pickfc 
momentum  and  corporate  backing.  HI 
June,  the  newly  formed  "Consortium 
Supplier  Training,"  which  includes  Mo 
rola,  Xerox,  Kodak,  and  Digital  Eqii- 
ment,  began  turning  over  its  in-hoi-e 
courses  on  benchmarking  and  otljr 
proven  quality  methods  to  select  com* 
nity  colleges  nationwide.  The  schoE 
will  teach  the  courses  to  the  supplierM 
consortium  members— and  anyone  te 
who  wants  to  take  them.  A  handfubf 
schools  participate  now,  but  "our  visions 
to  have  hundreds  around  the  couni 
involved,"  says  James  R.  Parker,  mann- 
er of  supplier  quality  at  Xerox  Corpf. 

For  some  companies,  the  training!: 
paying  off.  Rockford  Process  Contl 
Inc.,  a  custom  metal-assemblies  mak 
started  sending  its  60  employees  to  R|t 
Valley  in  the  late  1980s.  They  studfrl 
just-in-time  production,  problem-solvij, 
and  other  techniques  that  helped  Ro«- 
ford  cut  defects,  speed  production— ;'d 
land  Honda  as  a  major  client,  s;s 
founder  Paul  Colloton.  By  yearend.  R< 
ford's  revenues  will  have  doubled  si 
1990,  to  $12.5  million.  The  work  fose 
has  surged  to  125. 

Many  schools,  facing  shrinking  st£ 
funds  for  higher-  education,  see  corB 
rate-sponsored  train.] 
programs  generate 
much-needed  cal 
They  have  plenty  of 
competition:  The  fifid 
is  bursting  with  prof- 
sional  trainers,  trade  6- 
sociations,  labor  unks 
and  others,  all  clanlr- 
ing  for  scarce  trainK 
dollars.  But  compai  • 
often  find  that  corny- 
nity  colleges  are  le 
best  value  for  the  nk- 
ey.  "This  is  college-kel 
quality,"  says  TeresaV 
Dial,  executive  vij2- 
president  for  businJS 
banking  at  Wells  Fa;o 
Bank,  which  is  us|g 
the  colleges  for  trip- 
ling. "It's  also  cost-ef 
tive."  Dial  says  comiu- 
nity  colleges  are  10'  . 

SOCIAL  3JK 


It  sits 

lies  down 

and  does 


/ 


The  reversible  screen 
makes  presentations 
a  snap 


The  UltraLite  Versa  is  truly  a  breed 
apart.  It's  versatile  and  adapts  easily 
to  meet  your  changing  needs,  whatever 
and  wherever  For  example,  switch 
from  a  mono  to  color  screen,  or  put  in 
more  hard-drive  memory  And  despite 
its  heavy-duty  technology,  the  Versa 
weighs  as  little  as  6  pounds. 

Then  there's  the  most  sophisticated 
and  flexible  display  on  the  market 
Use  it  as  a  basic  notebook,  flip  It  around 
for  presentations,  or  use  it  as  a  pen- 
based  tablet.  Plus.  Versa's  screen 
provides  sharp  contrast  and  brilliant 
graphics,  monochrome  or  color. 
With  up  to  10  hours  of  battery  life, 
the  one  thing  it  won't  do  is  play  dead. 

Yes,  the  Versa  notebook  knows  a 
lot  of  tricks  Its  i486"SL  processor  is 
fast  and  powerful,  yet  conserves  power 
Simply  swap  the  floppy  drive  for  an 
extra  battery,  doubling  battery  life. 

And  what's  a  notebook  computer 
if  you  can't  take  it  for  long  walks? 
Advanced  PCMCIA  communications 
capability  means  you  can  easily  send 
and  receive  faxes  and  retrieve  data 
We'll  even  come  when  we're  called. 

In  addition  to  a  standard  3-year 
limited  warranty,  you  get  UltraCare1," 
an  enhanced,  full-service  program  pro- 
viding fast  response  and  support  anytime, 
anywhere,  at  home  or  overseas* 

Begging  for  more?  Call  1-800- 
NEC-VERSA  or  for  info  via  fax,  NEC 
FastFacts™  at  1-800-3  66-047  6, 
request  document  8583772. 

Because  ^  is  the  way  you  want  to  go. 


Communications  Features 


Us.ng  thm.  cred'-cara-S;zed 
ca*ds  you  can  send  ana  rece\e 
faxes.  .talk  to        network,  o' 
e-sj'e  secd'e  data  s;o*age  A^o 
fo*  advanced,  realtime  mobile 
: : —  j"  :a:     =   .^-sa  ; 
ready  for  wreess  ana  ce  u  a* 
connectivity  ana  also  mcorpo- 
*a:es  :ne  newest  PCMCIA 

•  Accommodates  two  Type  u  cards 
or  one  Type  III  cara 

•  S  m_  ta^eo^s  carc  caoaD  'ty 
data  fa*  modem  LAN.  sto-age 

•  Qu  C«cSwap"w  compatibility,  for 
feat-'es  sue*"  as  cHang:ng  ca'ds 
without  DOwe""g  aown 


«  rhe  first  o'a  new 
senes  of  computer 

proCuCtS  from 

SEC  oes<gned  a 
■■■ :  '• 

■■■  :'  f "i";fr 
funcztonalnv 

ergonom>c$ 


With  the  UltraLite  Versa  you  can  choose  your  own  best  friend. 


Features  Options 


\ 


Versa's  manv  sta-ca-o  ana  opoona  fea- 
t„-es  cc,  oe  e»:eo:  o-a  -o-g-aoa:  r»  a-c 
flexibility,  to  gtve  you  the  power  to  choose 
the  system  you  need  today  and  then 
e^a~ce  is  feat-'es  as  your  needs  change 

Battery 

•  DoaD*Time  w  tecnno  og\. +c  ^c-easec 
Carrey  power 

•Long-..fe  NMH  Darter  pack  2  5  to  5 
hours  (color)  and  -1  to  6  hours  (mono) 

•  Dot  o"a>  seconoa'y  Dattery  for  a  total  of  5 
to  10  hours  (colo'l  and  8  to  12  hours  (mono) 

Storage  s^a  memory 

•Choce  of  120MB.  180M3.  or  250MB  easiry 
removable  hard  anves.  no  toots  requ'rea 

•Sfittenn  memory  cards,  for  upgradaotoy 
hem  av.3  ai  the  way  to  20V3** 

Processor 

•  A86SL  o*ocessor  25MNz  or  3 3 MHz 

•3-  *-  -  nume'e  cop-ocessor  a~a  8KB  cache 
Screen 

•  h  gh-soeed  tocal  bus  video  and  desktop-ievei 
6^0  x  £80  display 

•  \E  C- -pg'acar:  e  *:  oe-  :acar  '>**  -none 

•  Sta^oa'd  9  £*  S~N  s  oe  t  S^pe'  VGA  mono- 

tt-  .*.  •-  6-s  s'-aoes  :'  gra. 

•  Cot  c~a  9  ^5*  T"  actrve-matr*  Super  VGA 
:c'c  sceen.  with  wide-angle  v>ew*"g  and 
I::-::  :■  :_":*ar;ssceZ2f  >2 " 

S:s: :  - 

■  2     -s  re;:       s  cts  'c  e*pa~cao  ty 

•3  arr\e  bays  2  e*te--a  5  25*  anc 
1  ^:ema!  3  5' 

•  -:ez'3'.ez  —  ccrre  a-c  -eaocT-e  pots 
z:     r-g  z~.  re 

•  2-=':~  5a  pc  "*  w  mC„se  s:a"da'c 


si  s  Mk 


NEC  s  new  Ve-saPac""  tne  ideal 
oiatform  fo'  corporate  pen  corn- 
er: -g  Pen*ec:  for  data  collection 
s"z  =  ;  :'  -eecs   "c  -c  ~g 

■nventory  control,  sales  force  auto- 
matic" and  merchandising 
« FuMuncTcm  .-*86SL  DonabJe  tab- 
let com  outer 

•  S1  m  -i-oounc  design  wrth  VGA 
transflectiw  sceen  for  clear 

■  nooor/OutdOOr  ^Tewng 

•  2  PCMCIA  Type  II  slots,  fcr  f.e»bie 
commj-cato"S  ar-d  storage 

•  NiMH  oatte^v  options  and 
aovanoec  oowe'  ™.anagemenv 
fo'  long  Datte-y  i-fe 

•  A^a  ac  e  A  tn  a  ma  c  pen  com- 
puting environments,  including 

.'.  'c  ;r~r-"";lJa-o 

Pe-Po  -t^  software 


'A 


lal  Issues 


cheaper  than  professional  trainers, 
le  schools  are  marketing  themselves 
uloring  their  programs  to  the  needs 
;al  employers  (table,  page  76).  The 
!ge  of  San  Mateo  in  California  and 
lett-Packard  Co.  recently  developed 
niter-based,  interactive  training  in 
ronics  for  Hewlett-Packard  techni- 
;  and  production  workers.  In  addi- 
to  class  instruction,  the  school  has 
p  24-hour-a-day  computer  centers  at 
ral  HP  plants  to  accommodate  the 
W  three  shifts. 

IIY  drag.  Some  colleges  are  even 
ranteeing"  graduates  of  their  techni- 
jrograms  to  address  growing  con- 
5  among  employers  and  others  over 
ack  of  accountability  in  higher  edu- 
tn.  Under  such  a  guarantee,  if  a 
)any  is  unhappy  with  a  graduate's 
5,  the  employee  can  take  refresher 
ses  gratis  until  the  employer  is  sat- 
1.  So  far,  all  Illinois  colleges,  plus 
,  schools  in  New  Jersey  and  Texas, 
the  guarantees. 

/eing  employers  with  multiple  offic- 
■Jew  Jersey  and  others  are  forming 
nunity  college  networks,  with  a  co- 
lator  to  link  programs.  Wells  Fargo 
i  is  using  such  a  system  in  Califor- 
;o  teach  in-depth  financial  analysis 


and  accounting  to  some  300  banking  of- 
ficers at  about  a  dozen  campuses.  "The 
great  thing  is  you  have  access  to  100  po- 
tential locations,  but  you  don't  have  to 
deal  with  them  individually,"  says  Dial. 

Business  isn't  always  satisfied  with 
the  colleges.  A  big  worry  is  consistency. 
"We've  seen  an  unevenness  in  terms  of 
quality"  at  Illinois  schools,  says  Mark 
S.  Killion,  a  consultant  to  the  Illinois 


To  address  employer 
concerns,  some  colleges 
even  "guarantee"  graduates 
of  their  technical  programs 


Manufacturers  Assn.,  which  is  pairing 
schools  with  interested  companies. 

Colleges,  on  the  other  hand,  claim 
that  businesses  can  make  unreasonable 
demands.  Xerox  and  Eastman  Kodak 
Co.,  for  example,  wanted  full-time  fa- 
culty, rather  than  adjunct  professors,  to 
teach  their  supplier  courses  at  Monroe 
Community  College  in  Rochester,  N.Y. 
President  Peter  A.  Spina  agreed,  but 


he  hesitated  at  first:  Twelve  years  earli- 
er, the  school,  at  Kodak's  request,  hired 
two  tenured  professors  to  teach  Kodak 
employees  about  a  new  processing  meth- 
od. The  process  has  long  since  become 
obsolete  and  the  classes  ended,  but  both 
professors  are  still  on  Monroe's  faculty. 

As  more  companies  and  schools  collab- 
orate, such  problems  will  eventually 
work  themselves  out.  A  far  bigger  ob- 
stacle is  money.  Employer  spending  on 
training  is  stuck  at  about  $30  billion  a 
year,  or  about  1%  of  payroll,  estimates 
Anthony  Carnevale,  chief  economist  for 
the  American  Society  for  Training  & 
Development.  That's  less  than  half  the 
per  capita  spending  in  Germany. 

While  President  Bill  Clinton  supports 
increased  training  funds,  the  U.  S.  isn't 
likely  to  ante  up  much  financial  help 
soon.  But  states  are  stepping  in.  Califor- 
nia and  Illinois  have  set  up  matching 
grants  to  retrain  workers,  while  New 
Jersey  and  Texas  are  dipping  into  over- 
funded  unemployment  insurance  funds 
to  shell  out  about  $50  million  annually 
for  training.  If  more  states  follow— and  if 
the  colleges  live  up  to  their  aims  of  mak- 
ing workers  more  competitive— their  role 
will  continue  to  expand. 

By  Lois  Therrien  in  Chicago 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


Don't  take  chances... 
let  the  ultimate 
rotectum: 
•ack -UPS 
-omAPC. " 


Back-UPS 

2    5  0 


Call  for  your 
FREE  60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPS*  are  perfect  protection  for  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back -UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 

American  Power  Conversion 


A  PC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
ire  safe! 


800-800-4APC,  dept.cs 


Businessweek's  if  1  Hot  G 


th  Company!(NASDAQ:APl  C) 
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FORT  IS  IS  HERE  TO  PROTECT 

1'   :  :  ;  11 


WERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

(forth 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or financial  consultant,  or  call  1-800-377-  7282. 
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TRADE  i 


THE  TRADE  TRIO 

TALKING  7«lUGH  WITH  TOKYO 


Can  Clintons  nuts-and-bolts  experts  help  crack  Japan's  markets? 


q 


uestion:  How  many  trade  me- 
chanics does  it  take  to  squeeze 
concessions  out  of  Japan?  The 
It  better  not  be  more  than 


answer 
three. 

That's  how  many  nuts-and-bolts  ne- 
gotiators from  the  U.  S.  Trade  Repre- 
sentative's office  will  be  in  the  trenches 
for  Washington  when  the  U.  S.  and  Ja- 
pan square  off  in  Hawaii  on  Sept.  19 
for  a  new  round  of  market-opening  talks. 
Arrayed  against  them  will  be  an  army 
of  experts  on  America  from  Japan's  fa- 
bled Ministry  of  International  Trade  & 
Industry— hundreds  of  trade  wonks  who 
pore  over  piles  of  documents  in  search 
of  some  minute  advantage. 

The  lonely  trio  of  Japan  specialists 
from  the  USTR— CharlerABarshevsky, 
Ira  Wolf,  and  Charles  Cake— will  be 
working  hand  in  hand  with  allies  and 
experts  from  many  federal  agencies,  all 
of  whom  have  a  daunting  assignment. 
Under  the  banner  of  "results-oriented 
trade,"  the  Clinton  Administration  has 
staked  much  on  the  outcome  of  the  Ha- 
waii talks.  The  sessions  are  aimed  at 
hammering  out  a  framework  that  can 
gain  measurable  market  access  for  the 
U.  S.  in  12  specific  sectors  of  Japan's 
shuttered  economy. 

But  whatever  the  Americans  might 
lack  in  numerical  strength,  they  make 
up  for  in  fortitude  and  firepower.  Is  Bar- 
shevsky  worried  by  the  odds?  "Not  at 
all,"  insists  the  43-year-old  Deputy  U.  S. 
Trade  Representative.  "The  Japanese  are 
capable,  smart,  and  tough.  We  are  too." 

That  bravado  will  soon  be  put  to  the 
test.  Up  till  now,  most  jousting  in  the 
trade  wars  has  been  between  political 
leaders.  Now  the  work  of  translating 
the  pols'  promises  into  concrete  agree- 
ments is  falling  to  the  bureaucrats.  Al- 
though Japanologists  from  the  Com- 
merce, State,  and  Treasury  Depts.  will 
also  be  on  hand,  the  job  of  monitoring 
the  outcome  of  the  talks  to  make  sure  it 
conforms  to  U.  S.  law  will  be  handled 
by  the  USTR.  And  viewed  as  a  group, 
the  USTR's  Tokyo  Trio  isn't  exactly 
chopped  fugu.  Together,  these  experts 
claim  some  23  years  of  living  in  Japan 
and  intimate  knowledge  of  its  customs 
and  mores. 


■  the  hammer.  Every  Administration, 
it  seems,  needs  a  tough-talking  nego- 
tiator who  can  bedevil  the  opposition 
with  legal  jujitsu.  Former  U.  S.  Trade 
Representative  Carla  Hills  played  that 
role  for  President  Bush.  In  the  Japan 
talks,  the  job  goes  to  the  brassy  Bar- 
shevsky.  With  nearly  two  decades  of 
experience  as  a  Washington  internation- 
al-trade lawyer  with  Steptoe  &  Johnson, 


agreed  to  by  Tokyo's  Foreign  Minis™ 
"Charlene  is  one  smart,  tough  lady,"  sj§ 
Alan  Holmer,  former  USTR  deputy  in 
Reagan  Administration. 

Under  the  framework  agreement,  I 
shevsky  has  been  given  the  author 
to  negotiate  deals  in  a  key  area 
panding  Japanese  government  proc 
ment  of  U.  S.  high-technology  prod 
and  communications  gear. 

The  Administration  has  told  the 
ernment  of  Prime  Minister  Mori 
Hosokawa  that  it  expects  quantifi 
progress  in  the  sectoral  talks  by  J 
ary.  "The  Japanese  understand  our 
pectations  here,  and  the  timetable 
are  following,"  says  Barshevsky  wfl 
typical  bluntness.  "And  yes,  we  will 
spond  in  kind  if  our  expectations 
not  met." 

Tough  talk.  But  there  are  proble: 
The  framework  hammered  out  betw 


Grew  up  in  Japan,  son  of 
a  Tokyo-based  American 
businessman  and  a  Japa- 
nese mother.  Worked  for 
two  years  as  a  legislative 
assistant  in  the  Japanese 
Diet.  Trained  as  a  lawyer. 
Bilingual. 


Spearheaded  Steptoe  & 
Johnson's  international 
trade- law  practice  for  1  8 
years.  Earned  the  moni- 
ker "Stonewall"  in  negoti- 
ations that  resulted  in  a 
framework  for  opening 
Japan's  markets. 


Lived  in  Japan  for  six 
years — as  a  student,  U.S 
Embassy  trade  specialist, 
and  representative  of 
Motorola.  Also  worked 
the  State  Dept.  as  chief  c 
the  textile-import 
program. 


she  has  watched  many  a  trade  conces- 
sion from  Tokyo  get  stymied  by  opposi- 
tion from  miti.  Barshevsky  is  deter- 
mined to  put  more  heat  on  MITI  to  avoid 
seeing  the  same  fate  befall  Clinton's 
trade  initiative. 

In  July,  she  angered  the  Japanese— 
and  earned  the  moniker  "Stonewall"— 
when  she  demanded  that  MITI  stop  its 
foot-dragging  on  the  "framework"  talks 


President  Clinton  and  lame-duck  J; 
nese  Prime  Minister  Kiichi  Miyazaw; 
the  Tokyo  economic  summit  is  made 
ingly  vague.  For  example,  it  calls  fc 
"highly  significant"  decrease  in  Jap; 
current-account  surplus,  now  running 
4%  of  gross  domestic  product,  with 
defining  what  "significant"  means.  Wh 
more,  while  the  new  Hosokawa  gov(i 
ment  has  pledged  more  cooperatioil 
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GOVERr 


"How  do  my  business  processes  compare? 


hat's  what  we  hear  from  you.  Because  by  compar- 
tg  your  processes  to  the  best  in  the  business,  you 
m  evaluate  and  improve  your  performance  at 
very  turn. 

So  we've  responded  with  an  exclusive  knowl- 
dge  base  of  global  Best  Practices.  One  which  not 
nly  lets  us  compare  your  processes  within  your 
wn  industry,  but  against  the  best  companies  across 
ie  board. 

In  our  trained  hands,  it  helps  us  gain  insight 
\to  which  practices  could  best  guide  your  com- 
any.  So  we  can  bring  you  more  creative  ways  to 
elp  you  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ig  resource  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
meaningful  progress — 
on  paper  and  in  practice. 

Best  Practices. 
Putting  insight  into  practiced 


Arthur 
Andersen 


1993  Arthur  Anderson  &  Co  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 
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HE  VENTILATION  IS 

fine,  but  we'p  work 

N  THE  COLD  ZONES 
IN  THE  LOBBY  AND 

'  or  th  -  facing  rooms. 


K     ARCHITECTURE  of 
Duilding  may  well  be  inspiring.  But 
le  tilings  beneath  the  surface  that 
:t  our  attention. 

The  performance  of  your  heating, 
lation,  and  air  conditioning  compo- 
;.  The  efficiency  of  your  lighting, 
effectiveness  of  your  fire  protection 
milding  security  systems. 

It's  not  that  we  don't  admire  the 
ic  proportions  of  a  well- designed 
ture.  We've  simply  learned  over  the 
i  that  the  way  a  building  works  is 


more  important  to  people  than  the  way 
it  looks.  That  nearly  any  building,  with 
the  right  kind  of  attention,  can  become  a 
comfortable  and  productive  environment. 

Which  is  why  we  work  to  improve 
the  total  operation  of  your  building  sys- 
tems. (Which  can,  incidentally,  result 
in  significant  cost  savings  over  the  life 
of  your  building.! 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment, 


since  the  costs  of  improving  the  efficiency 
of  the  mechanical,  electrical,  and  lighting 
systems  within  your  facility  can  often  be 
paid  for  by  the  savings  in  energy  usage. 
We  can  even  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we  know 
that  a  building  is  much  more  than  bricks, 
steel,  or  even  stone  columns. 

That's  why  we're  fully  committed 
to  improving  life  in  the  great  indoors. 

JQHNSON 
CONTROLS 


Pax  World  is  a  no-load, 
diversified,  open-end, 
balanced  mutual  fund 
designed  for  those  who 
wish  to  receive  income 
and  to  invest  in  life- 
supportive  products  and 
services.  Pax  invests  in 
such  industries  as  pollu- 
tion control,  health  care, 
food,  clothing,  housing, 
education,  energy,  and 
leisure  activities 

Therefore,  with  Pax  there 
are  social  as  well  as 
economic  dividends. 


PAX 

WORLD 
FUND 


For  a  free  prospectus  and 
other  materials  call  toll-free: 

1-800-767-1729 

This  is  not  a  solicitation  in  those 
states  where  the  securities  have 
not  been  qualified. 


The  Fund  does  not  invest 
in  weapons  production, 
nuclear  power,  South 
Afri  ca,  or  the  tobacco, 
alcohol,  or  gambling 
industries.  Various  type: 
of  accounts  are  availab  e 
Regular  Accounts,  IRAs 
Educational  Accounts, 
Custodial  Accounts  for 
Minors,  SEP- IRAs,  Auto- 
matic Investment  Plans, 
and  403(b)  Pension  Plans. 

Minimum  investment  is  $250. 
Send  no  money.  Past  perfor- 
mance is  no  guarantee  of 
future  results 


A     SOCIAL     RESPONSIBILITY  FUND 


Average  Annual  Rate  of  Return 
For  Period  Ending  6/30/93 


Ten-Year  Total  Return 

S  2895 


S  2820 
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ADVERTISEMENT 


II  ' 


•  EAESP,  the  school  of 
Business  Administration 
in  Sao  Paulo  (a 
Division  of  Rio  de 
Janeiros  Getulio  Vargas 
Foundation),  is  looking 
for  an  educator  and 
researcher  in  the  area 
of  International  Business 
who  has  an  interest  to 
become  the  first 
occupant  of  its  newly 
created  Endowed 
Professorship  of  International  Business. 
The  new  Professor  is  expected  to  be 
commissioned  preferobly  in  July  of  '94 
but  not  later  than  Jan  '95  and  will  be 
staying  in  Brasil  for  a  period  of  approx 
one  year 

•  He  will  report  directly  to  the 
Associ  ate  -  Dea  n  in  charge  of 
Academic  Affairs.  His  (or  her)  basic 
responsibilities  will  be:  (1)  to  teach 
one  course  per  semester  at  each  of 
EAESP's  degree  curricula:  Graduate 
and  Undergraduate.  (2)  to  conduct 
research;  (3)  to  publish  at  least  one 
article  in  RAE  (EAESP's  bimonthly 
Business   Administration  periodical); 


South  America's 
oldest  College  of 
Administration 
seeks  Scholar  to 
become  its  first 
Endowed  Professor 
of  International 
Business. 


and  (4)  to  be  available 
for  eventual  conferences 
and  lectures. 


•  The  candidate  is 
expected  (but  not 
necessarily  required;  to 
be  a  faculty  member  of 
an  internationally 
known  school  of 
business  administration 
who  has  a  clear 
interest  in  International 
Business,  especially  in  such  subjects  as 
Global  Marketing,  International  Finance 
or  World  Economics.  Knowledge  of 
Portuguese  is  not  required  for  the 
position. 

•  The  appointee  (and  family)  will  be 
living  in  Sao  Paulo  in  a  suitable 
apartment  and  will  have  access  to 
good  educational  and  medical 
facilities.  He  will  be  sponsored  by  a 
large  international  company. 


•  Further  information  may  be  obtained  from  the 
Chairman  of  the  Search  Committee  Escola  de 
Administracdo  de  Empresas  Funda<;ao  Getulio 
Vargas  Avemda  Move  de  Julho,  2  029  11=  andar 
01313-902-  SdoPouto-SP  Brazil  Fax  -  55- 1 1 -285  4705 


overnment 


opening  markets,  Tokyo's  entren-e 
trade  bureaucrats  are  continuing  t 
resist. 

■  THE  GRAY  EMINENCE.  The  institute 

memory  of  the  U.  S.  Trade  Represtti 
tive's  Japan  cadre  is  48-year-oldi 
Wolf,  a  Bush  holdover  with  an  enc; 
pedic  grasp  of  Japanese  trade.  A 
mer  T  >Kyo-based  representative  for  '. 
orola  Inc.,  he  heads  the  ustr's  J; 
desk.  Wolf  s  brusque  manner  beli 
razor-sharp  wit,  and  he  is  the  ofl 
with  whom  the  Clintonites  consta 
touch  base  to  gain  historical  pers 
tive  on  trade  talks. 

While  he  loves  all  things  Japa 
and  is  a  collector  of  Japanese  art 
furniture.  Wolf  doesn't  buy  the  nr. 
that  Japan  these  days  is  moving  ell 
to  Western-style  business  practices 
believes  that  only  an  aggressive  1 
push  will  work  against  the  ingra: 
fabric  of  Japan's  trade  barriers.  T 
sure  definitely  works  with  the  J 
nese,"  he  says. 

■  the  secret  weapon.  Assisting  Wo 
Charles  Lake,  the  ustr's  deputy  dire 
of  Japanese  affairs  and  something 
cross-cultural  wunderkind.  Lake's  m 
er  is  Japanese,  and  he  grew  up  in 
kyo.  where  he  served  as  a  legisla  ' 
aide  in  the  Diet. 

Negotiations  are  always  conduci 
through  interpreters  to  avoid  misun 
standings,  so  Lake  won't  need  his  fl 
less  Japanese  at  the  bargaining  ta 
But  his  command  of  the  language  r< 
larly  startles  the  Japanese  bureaucA 
and  business  leaders  who  visit 
ustr's  office.  "The  Japanese  are  not  1 
to  American  officials  speaking  like  a 
tive,"  says  Lake. 

Lake's  assignment  in  the  framewi 
talks  will  be  to  lead  negotiations 
opening  the  Japanese  insurance  mai 
to  U.  S.  companies.  He  is  also  the  he 
expert  on  efforts  to  sell  more  U.  S.  c 
puters  to  Japan.  Both  tasks  are  imp 
sive,  given  Lake's  age— 3L  Lake  "kne 
how  Japan  really  runs,"  says  Erin 
dean,  former  head  of  Japanese  aff 
under  Carla  Hills. 

Good  as  they  may  be,  however, 
hard  to  find  anyone  in  the  ranks  of  b 
ness  who  doesn't  think  that  the  To! 
Trio  could  use  a  platoon  of  reinfoi 
ments.  "We  have  entered  a  time  wl 
we  may  need  lifelong  Japan-  or  Eurc 
watchers,  like  the  old  Sovietologis 
says  Wolf.  "Outside  the  State  Dej 
we've  never  developed  that  [experti 
in  government."  But  with  federal  b 
gets  as  tight  as  they  are  nowadays, 
the  time  being  Barshevsky,  Wolf, 
Lake  will  have  to  soldier  on  alone— th 
stealthy  samurai  against  a  battalion 
Tokyo's  best. 

By  Douglas  Harbrecht  in  Washing 
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neral  Dynamics  Corp. 

)BERT  A.  BRILL,  V.P.,  Program  Management, 
ech  Aircraft  Corp.,  a  Raytheon  Company 

COB  Bussoloni,  Jr.,  Sr.  V.P.,  Strategic  & 
chnology  Planning,  Grumman  Corp. 

iOMAS  GUNN,  V.P.,  Strategic  Market 
•velopment,  McDonnell  Douglas  Corp. 
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Valuation,  Federal  Trade  Commision 
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The  1993  Business  Week 
Defense  Conversion  Roundtable 

Surviving  the  Peace:  The  Conversion  and  Realignment  of  the  Defense  Industry 

Date:  Tuesday,  November  30  and  Wednesday,  December  1,  1993 
Place:  The  Regent  Beverly  Wilshire  Hotel,  Los  Angeles,  California 


Post  Cold  War.  The  Russians 

aren't  coming.  Now  the  international 
aerospace  and  defense  industry  is  facing 
the  greatest  challenge  ever:  to  adapt. 

At  this  crucial  juncture,  Business  Week 
is  proud  to  host  the  1993  Defense 
Conversion  Roundtable  -Surviving  tin- 
Peace:  The  Conversion  and  Realignment 
of  the  Defense  Industry.  For  senior 
executives,  this  conference  is  a  one-of- 


a-kind  opportunity  to  discuss  ideas, 
compare  strategies  and  meet  potential 
partners  for  the  restructuring. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


1  register  for  the  Defense  Conversion 
jundtable,  call  the  Business  Week 
•gistrar  at  1-800-821-1529, 
xyour  response  to  1-212-^12-6281, 
mail  this  coupon  to: 

jsiness  Week  Executive  Programs 
21  Avenue  of  the  Americas,  }6th  floor 
ew  York,  NY  10020-109$ 


Executive 
programs 


Nami 

Title 

Company 

Address 

Telephone  Fax 

Primary  Business 
Fee:  $ 6  5 0 

Bill  MY: 

□  Check  Enclosed 

□  American  Express 

Annual  Revenue 

□  Bill  me 

□  MasterCard 

Visa 

Account  Number 

Expiraiion  Date 

ipynght  199}  McGraw-Hill.  Inc 


Signature 
cancellation  policy 

All  cancellations  must  be  received  m  writing  Those  postmarked  after  October  io.  loot,  will  be  subject  to  a  service  charge  of  $iw  Registrants 
who  fail  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee.  You  may.  if  you  wish,  send  a  substitute. 


OK.  The  presentation  looks  great. 
On  a  napkin. 

But  you  can't  pass  that  around  a  boardroom. 

Now  you're  stuck. 

You  can't  draw.  You  can't  paint. 

And  faking  a  heart  attack  is  out  of  the  question. 

Introducing  WordPerfect®  Presentations  for 
Windows.  The  most  comprehensive  software  of 
its  kind.  With  it  creating  impressive  presenta- 
tions with  overheads,  slides,  3-D  charting,  sound, 
and  video  clips  is  a  cinch.  Even  if  the  last  picture 
you  drew  was  in  summer  camp.  And  no  other 
major  presentations  package  comes  with  more 
clip  art  images  or  lets  you  scan  and  customize 
your  own.  Just  think,  you  may  never  need  to  take 
another  sick  day  again.  For  a  free  test  drive  kit 
call  (800)  526-5048. 


When  it's  got  to  be  perfect, 

it's  got  to  be  WordPerfect  Presentations. 


For  a  limited  time, 

get  a  Logitech  ScanMan  32 

(a  $199  value)  at 

no  extra  charge 

in  specially  marked 

packages  of  WordPerfect 

Presentations  2.0 

for  Windows. 
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ENTATIONS  1 


WordPerfect  Presentations 


FOR  WINDOWS 


NEW  PRODUCTS  I 


A  NOTEBOf  It  THAT  PUTS  USERS 
AHEAD  PI-  GIMMICKS 


NEC's  hot-selling  UltraLite  Versa  lets  owners  modify  the  machine  with  snap-in  components 


When  NEC  Corp.  senior  industri- 
al designer  Katsuhiko  Kushi 
did  field  research  for  a  new 
notebook  computer  in  California,  he  no- 
ticed that  people  double-tasked,  talking 
on  the  phone  and  writing  as  they  geared 
up  to  use  the  machine.  Conclusion?  A 
laptop  1  hat  requires  i  wo  hands  to  open 
and  close  is  ill-suited  to  the  real  working 
world.  Kushi  decided  that  NEC's 
new  notebook  would  have  a  single  VERSATILIT 
center  latch,  easily  opened 
with  one  hand. 

The  new  latch  is  only 
the  most  obvious  of  the 
user-focused  design  details 
that  have  enabled  NEC  to 
resurrect  itself  from  the 
laptop  cellar.  Beneath  the 
pleasingly  rounded  exterior 
of  the  new  NEC  UltraLite 
Versa  lurks  a  novel  tech- 
nical design  that  lets  own- 
ers modify  the  machine  as 
needed  with  a  series  of 
snap-in  components.  The 
result:  Since  its  release  in 
April,  NEC  has  doubled  its 
share  of  the  booming  note- 
book market.  By  July,  the 
Versa  had  given  NEC  a  5% 
share  of  retail  sales,  up 
from  just  2.5%  in  March, 
according  to  InfoCorp  in 
Santa  Clara,  Calif.,  which 
tracks  retail  computer 
sales.  NEC  expects  Versa  to 
grab  as  much  as  a  10% 
share  of  the  booming  U.  S. 
notebook  market  by  year- 
end. 

outsiders.  Not  bad  for  a  company  that 
holds  over  50%  of  the  computer  market 
in  Japan  but  has  bombed  out  again  and 
again  in  the  U.  S.  The  pattern  is  famil- 
iar: Like  most  Japanese  electronics  gi- 
ants, NEC  is  run  by  engineers  who  dom- 
inate the  product-development  process. 
In  technology-crazy  Japan,  stuffing  com- 
puters with  bells  and  whistles  keeps 
sales  humming.  But  in  the  U.  S.,  where 
customers  like  convenience  along  with 
performance,  that  strategy  has  failed. 

For  instance,  NEC  engineers  devel- 
oped a  touch-screen  notebook  because 


they  felt  NEC  technology  could  make  it 
feasible.  They  never  considered  whether 
anyone  actually  wanted  to  buy  one.  Few 
did,  and  the  UltraLite  SL20P  notebook, 
released  in  October,  1991,  went  nowhere. 
A  little  homework  would  have  prevent- 
ed the  gaffe.  Years  before,  Hewlett-Pack- 
ard Co.'s  TouchScreen  computers  had 
fizzled.  NEC's  engineers  also  decided  to 
omit  a  floppy  disk  to 
save  size  and  weight  in 


puter  Inc.  and  IBM  had  learned  aire 
with  their  successful  PowerBook 
ThinkPad  models:  People  are  begint 
to  use  a  single  computer  for  ofi 
home,  and  travel.  In  the  process,  n 
books  are  being  transformed  from  n 
dane  office  products  to 
more  personal  electron-  MODULAR 
ic  companions.  All  major  c 

Kushi  and  IDEO  took  nents  can  b 
the  lesson  one  step  fur-  configured 
home,  offic 
travel:  Disk 
can  be  rem 
second  bat 
be  insertec 
ory  cards  c 
upgraded. 


USABILITY  Fin 

gertip  grips  on  the 


exterior  allow  the 
notebook  to  be 
easily  carried  in 
one  hand. 


an  earlier  version  of  the 
UltraLite,  and  again  U.  S. 
customers  jeered. 

To  recoup  its  failing  for- 
tunes in  the  $7.6  billion 
American  market,  NEC  did  something 
revolutionary  for  its  corporate  culture- 
it  turned  to  an  outside  industrial-design 
consultant,  ideo.  The  Palo  Alto  ( Calif. )- 
based  firm  has  a  reputation  for  engi- 
neering complex  designs  into  products, 
not  simply  adding  pretty  stylistic  fa- 
cades. It  was  IDEO  that  refocused  NEC  on 
meeting  customer  needs. 

NEC  soon  discovered  what  Apple  Com- 


ther  and  realized  that  en 
though  individuals  were  usm- 
just  one  computer,  their  eomk 
ing  needs  varied  accordingly 
where  they  were  operatjM 
them.  People  who  spend  a  lot  of  timqra 
the  road,  for  example,  need  a  way  to  m> 
extra  battery  power. 

So  NEC  designed  the  Versa  as  anH 
tremely  versatile  notebook.  The  njltf 
striking  feature  of  the  design  is  its  njl-t 
ularity.  Every  major  component  of  hfc 
Versa,  including  display  screen,  cab 
drives,  power  supply,  and  memoy. 
snaps  in  and  out.  That  allows  buyerjffci 
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Buyers  Lab  recommended  every  Mita  copier  they  tested. 
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How  reliab 


For  personal  to  high  speed  copiers  you  can  rely  on  year  in  and  year  out,  call  1-800- ABC-MITA. 


the  times  demand 


mita 


SOMETIMES  WHEN 

YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THE  WOED 


mm: 


BSH 


■ 

mm 


mm 


warn 


Oka\:  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  i  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 

©  /yv.(  Sprint  Communications  Company  L  P 


we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  cou 
and  locations  around  the  worlo 
connection  so  clear  you  could  I 
a. .  .well, you  know. 

But  alas,  man  does  not  live  b 
nology  alone.  So  it's  nice  to  kno^ 


1 


nunications  company  you  can 
'y  communicate  with.  At  Sprint, 
ce  more  value  on  helping  people 
brward,  than  getting  them 
''hat  means  delivering  the  future, 
than  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 


Be  there  now 

1-800-PIN-DROP 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Sprint 


rapidly  reconfigure  the  machine  as  need- 
ed for  home,  office,  or  travel  use.  The 
key  was  in  designing  the  different  latch- 
es and  ports  to  make  for  easy  attach- 
ment or  removal  of  the  components— no 
small  feat.  There  is  even  a  pen-PC  ver- 
sion that  has  a  detachable  screen  that 
can  be  flipped  and  used  like  a  clipboard 
with  an  electronic  pen. 

This  versatility  became  a  big  selling 
point.  Former  IBM  notebook  customer 
Joe  Schodrowski,  a  district  controller 
for  Ryder  Truck  Rental  Inc.,  bought  the 
Versa  because  the  screen  can  be  de- 
tached and  reversed.  When  he's  mak- 
ing presentations,  the  screen  allows  a 
number  of  Ryder  agents  to  see  his 
graphs  and  charts  at  the  same  time. 
What's  more,  the  clear  design  makes 
using  the  features  easy.  "It's  pretty  self- 
explanatory.  Everything  looks  like  what 
it's  supposed  to  do,"  says  the  Augusta 
(Ga.)  financial  manager. 

Versatility  also  sold  the  sales  force 
at  Buckbee  Mears  Cortland  in  Cortland, 
N.Y.,  which  supplies  screenmaking  tech- 
nology to  television  manufacturers.  Be- 
cause they  spend  a  lot  of  time  away 
from  electric  outlets,  the  salespeople 
want  as  much  battery  life  as  possible. 
"Our  salesmen  travel  from  here  in  up- 
state New  York  to  Korea  to  Brazil.  So 
the  idea  that  we  can  take  two  batteries 
and  change  the  configuration  has  turned 
out  to  be  very  valuable,"  says  Buckbee 
Mears  computer  buyer  Ray  Pratt. 
JAPANESE  INTEREST.  NEC  hopes  to  use 

the  Versa  design  strategy  to  build  a 
whole  series  of  what  it  calls  "environ- 
mental" products  that  fit  the  way  cus- 
tomers work— and  that  reflect  their  sur- 
roundings. Among  other  things,  the 
Versa's  curves  and  rounded  edges  are 
meant  to  blend  in  with  such  home-elec- 
tronics gear  as  stereo  equipment.  "We 
intend  to  market  these  products  based 
on  their  impact  on  the  user's  life,"  says 
NEC  Technologies  Inc.  Senior  Vice-Pres- 
ident Jerry  Benson,  who  oversees  NEC's 
portable,  monitor,  and  media  products. 

The  success  of  the  Versa  in  the  U.  S. 
has  caught  the  attention  of  NEC  man- 
agement in  Japan.  That's  a  major  coup. 
When  Kushi  first  took  his  new  design  to 
Japan  last  year,  it  was  rejected  by  the 
parent  company  for  the  home  market. 
"The  marketing  people  in  Japan  didn't 
want  to  change,"  says  Kushi.  Adds  Bill 
Moggridge,  a  founding  partner  of  IDEO: 
"There  was  a  disconnect  between  corpo- 
rate design  and  engineering  divisions." 

That's  changing.  Versa  has  been  so 
successful  in  the  U.  S.  and  Europe  that 
NEC  s  newest  notebook  for  the  Japanese 
market  uses  much  of  its  design.  Even  ri- 
vals are  catching  on:  IBM  is  incorporating 
modularity  in  its  latest  ThinkPad  750. 

By  Gary  Mc  Williams  in  Boston 
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ZENITH  DATA:  GOOD  LOOKS 
MAY  NOT  BE  GOOD  ENOUGH 


While  NEC  Corp.  is  basking  in 
the  success  of  its  thorough- 
ly redesigned  notebook  com- 
puters, rival  Zenith  Data  Systems 
Corp.  is  learning  the  hard  way  how 
dangerous  a  redesign  that  is  only  skin 
deep  can  be.  In  the  months  since  the 
Buffalo  Grove  (111.)  portable-computer 
pioneer  launched  its  restyled  models, 
its  share  of  the  notebook  market  has 
been  on  a  downhill  roll. 

In  1991,  Zenith  Data  Systems  spent 
millions  to  give  its  portables,  desktop 
PCs,  and  computer  monitors  a  new 
look.  The  makeover,  by  frogdesign 
Inc.,  the  famed  stylist  of  Apple  Com- 
puter Inc.'s  Macintosh,  tries  for  a 
"quality"  image  through  crisp  lines  and 
strings  of  square  den- 
tils, or  blocks,  around 
the  edges  of  the  com- 
puter and  its  screen. 

Zenith  considers  the 
redesign  a  triumph:  The 
resulting  Z-Series  com- 
puters have  twice  this 
year  received  industri- 
al-design awards,  includ- 
ing a  third-place  award 
in  August  from  the  In- 
dustrial Designers  Soci- 
ety of  America.  "One  of 
the  main  goals  was  to 
improve  the  image  of 
the  company,"  says  Bri- 
an Manser,  the  senior 
product  manager  for 
portables  who  worked 
on  the  redesign.  "We've 


on  existing  ergonomic  studies  for  ga- 
ance.  Repeating  dentils  "gets  gr;ij- 
itous,"  says  Robert  Brunner,  App'i 
director  of  industrial  design.  Good* 
sign  "has  to  go  deeper  into  the  procjt 
and  what  the  product  does  [in  orcr1 
to  help  people  interact  with  it." 

What  rivals  see  as  shortcomings 
the  Zenith  redesign  are  all  the  mis? 
remarkable  given  the  advanced  teh- 
nology  and  competitive  prices  of  th(2 
Series  notebooks.  When  they  first  fa 
peared,  they  were  the  lightest  laptk 
with  color  active-matrix  liquid-crystl- 
display  screen  technology  and  the  fst 
to  have  built-in  networking  capabilte 

Another  problem  has  been  that  h 
design  did  not  anticipate  new  manuc- 
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THE  Z-NOTE  PLUS:  DESIGNERS  FOCUSED  ON  SURFACE  DET/LS 


been  very  successful  in  that." 
color  schemes.  Since  the  June,  1992, 
release  of  the  Z-Series  machines,  how- 
ever. Zenith  Data's  monthly  share  of 
retail  sales  has  plummeted.  It  hit  1% 
in  July,  down  from  3.4%  a  year  earlier, 
according  to  InfoCorp.  Zenith,  for  its 
part,  says  the  decline  reflects  a  shift 
by  consumers  to  superstore  outlets 
where  it  has  little  presence. 

Where  NEC's  new  design  accentu- 
ates the  modularity  of  its  UltraLite 
Versa  portable  and  its  ability  to  tailor 
technology  to  different  customer  needs, 
Zenith  Data's  puts  style  over  function. 
Critics  say  the  design  fails  basic  laptop 
ergonomics— for  example,  by  using 
latches  that  require  two  hands  to  open. 
Instead  of  studying  customers  at  work, 
Zenith's  designers  pored  over  color 
schemes  and  surface  details,  relying 


turing  requirements.  Delivery  of  tie 
3.9-pound  Z-Lite  computer,  Zenith's  fi- 
try  in  the  subnotebook  category,  \p 
delayed  seven  months,  in  part  becase 
of  a  mismatch  between  industrial-e- 
sign  and  manufacturing  requiremeis. 
concedes  Manser. 

Zenith  Data  isn't  giving  up  on  B 
Z-Series  design  just  yet.  Overall  s;f£ 
slumped  at  the  Groupe  Bull  subsN 
ary,  to  about  $900  million  last  yfr 
from  $1.2  billion  in  1990,  but  Manfc 
insists  the  design  isn't  at  fault.  Wlp 
Zenith  Data's  next-generation  me- 
books  will  incorporate  new  ease-of-^)- 
eration  features,  they  will  still  focusJT. 
straight  lines  and  rows  of  square  da- 
tils.  "We  aren't  yet  reaping  the  ill 
benefit  of  it,"  insists  Manser.  Me-3- 
while,  the  market  speaks. 

By  Gary  McWilliams  in  Bo&m 
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GENERAL  PRACTITIONER 
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Merrill  Lynch 


John  M.  Rapanos  Private  Client  Group 

Financial  Consultant 

Galleria  Tower 
Dallas,  TX  75240 
1-800-637-7455 


Personal  Attention. 

Your  Merrill  Lynch  Financial  Consultant  is  happy  to  give  you  all  the  time 
you  require,  because  we  view  clients  not  as  accounts  but  as  people  with  needs.  We  see 
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If  you  want  to  know  why 
the  South  is  rising  again, 
consider  Project  Pretor- 
ia. That  was  the  code 
name  BMW  gave  to  its 
search  for  a  low-cost 
site  for  a  plant  to  make 
its  popular  3-series  mod- 
els. Over  three  years,  the 
auto  maker  scoured  250  lo- 
cations in  10  countries.  By  the  spring 
of  last  year,  the  battle  for  the  $400  mil- 
lion facility  was  reduced  to  a  showdown 
between  Nebraska  and  South  Carolina. 

South  Carolina,  BMW  officials  mused, 
had  in  its  favor  a  temperate  climate, 
year-round  golf,  and,  as  the  dollar  de- 
clined against  the  mark,  inexpensive  an- 
tebellum mansions.  There  was  just  one 
problem:  The  only  site  that  appealed  to 
BMW  executives  was  a  1,000-acre  tract 
off  Interstate  85  containing  a  large  num- 
ber of  middle-class  homes. 
BLITZED.  That  obstacle  evaporated  un- 
der a  determined  onslaught  by  state  of- 
ficials. Sweet-talking  pols,  including  Re- 
publican Governor  Carroll  A.  Campbell 
Jr.,  blitzed  the  community  near  Spar- 
tanburg with  visits  and  phone  calls. 
Within  14  weeks,  the  state  and  local 
governments  had  spent  $."50.6  million  to 
buy  all  140  properties— including  a  home 
that  one  family  had  just  finished  building 
two  weeks  before  they  were  approached. 
It  was  a  stunning  display  of  the  state's 
efficiency  and  eagerness  to  attract  new 
employers.  And  it  paid  off  in  June,  1992, 
when  BMW  said  it  would  bring  2,000  jobs 
and  a  $66.5  million  annual  payroll  to 
South  Carolina. 

The  courtship  of  BMW  was  only  the 
latest  success  for  a  region  that  has  em- 
braced the  global  economy  like  no  other. 
Despite  some  resistance  from  old  busi- 
ness barons,  the  area's  leaders  have  as- 
siduously wooed  foreign  direct  invest- 
ment and  pushed  ambitious  export 


programs.  In  part,  the  newcomers  are 
attracted  by  the  region's  cheap  labor, 
low  taxes,  and  few  unions.  But  increas- 
ingly, satisfied  companies  point  also  to  a 
distinctive  brand  of  industrial 
policy. 

South  Carolina  has  been  in 
the  forefront  of  public-school 
reforms  designed  to  produce 
a  more  skilled  work  force. 
North  Carolina  created  an  at- 
tractive atmosphere  for  high- 
tech companies  around  the 
world-renowned  Research  Tri- 
angle Park.  Officials  through- 
out the  region  have  devised 
innovative  training  programs 
and  have  promoted  infra- 
structure projects  such  as  Atlanta's 
Hartsfield  International  Airport  and  Ten- 
nessee's state-of-the-art  telephone  net- 
work. 

The  strategy  has  helped  transform 
the  region  bordering  1-85,  the  South- 
east's primary  transportation  artery, 
from  a  sleepy  economic  backwater  into 
an  area  that's  growing  as  fast  as  its 
prolific  kudzu  vines.  Between  1985  and 
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1992,  nonfarm 
employment  along 
this    new  Tobacco 
Road  grew  17.8%,  vs. 
11.2%  for  the  country  as 
a  whole.  Per  capita  in- 
come shot  up  46.3%,  vs. 
40%  for  the  nation,  helping 
narrow  the  region's  historic 
wage  gap  (charts,  page  100). 
The  Southeast's  impressive 
growth  may  be  picking  up  even 
more  speed.  The  region  includes 
four  of  the  country's  top  five  entre- 
preneurial hot  spots,  according  to  a 
recent  report  by  small-business  guru 
David  Birch.  And  a  poll  of  corporate 
real  estate  executives  last  year  led 
Ernst  &  Young  to  predict  the  region 
flanking  1-85  between  Raleigh-Durham, 
N.  C,  and  Atlanta  will  be  "the  preferred 
megacorridor  for  business"  in  the  1990s. 
OPRY-BOUND.  The  key  to  the  success  of 
the  Southeast  has  been  its  ability  to 
lure  foreign  manufacturers,  who  have 
found  the  business  climate  inviting.  That 
benefits  not  just  the  Southeast  but  the 
entire  country.  The  strategy  provides  a 
lesson  for  other  regions  on  how  to  boost 
their  plodding  economies. 

To  be  sure,  this  newfound  prosperity 
isn't  shared  by  everyone  in  the  South- 
east. Not  far  from  the  shimmering  office 
towers  in  such  booming  urban  centers  as 
Atlanta  and  Charlotte,  N.  C.  lie  rural 
hamlets  still  mired  in  poverty.  While 
Research  Triangle  Park  boasts  one  of 


the  nation's  highest  concentrations  of 
PhDs,  more  than  one-third  of  the  adults 
living  in  North  Carolina's  75  rural  coun- 
ties never  finished  high  school— and 
45,000  homes  still  lack  indoor  plumbing. 

For  this  rural  underclass,  the  best 
economic  opportunities  still  lie  in  dirty, 
low-paying  jobs  in  cut-and-sew  sweat- 
shops or  poultry  factories  (page  104). 
Small  wonder  that  Southeastern  states 
still  rank  among  the  nation's  worst  in 
such  measures  of  social  progress  as  in- 
fant mortality  and  literacy.  "We've  got 
parts  of  this  state  that  look  like  Bangla- 
desh, except  they're  slightly  better  fed," 
admits  one  North  Carolina  official. 

But  much  of  the  region  looks  more 
like  Japan  or  Germany— and  that's  by 
design.  In  the  1950s,  long  before  such 
thinking  was  fashionable.  Southern  lead- 
ers figured  their  economic  salvation  lay 
abroad.  They  realized  they  needed  to 
expand  their  economic  base  beyond  its 
primary  industries,  textiles  and  tobacco. 
So  governors  began  trekking  to  Europe 
and  Asia  to  recruit  new  industry  and 
to  promote  exports.  Their  first  success- 
es came  in  convincing  German  makers  of 
textile  looms  to  begin  producing  them  in 
South  Carolina,  closer  to  the  mills.  And 
thanks  to  aggressive  export  promotion 
offices  in  Europe  and  Asia,  North  Caro- 
lina today  claims  to  be  one  of  the  few 
states  that  runs  a  trade  surplus. 
native  attractions.  State  recruiters 
have  even  managed  to  exploit  the 
stereotypes  many  foreigners  have  about 
the  region.  When  Tennessee  officials  be- 
gan traveling  to  Japan  in  the  1970s,  they 
realized  that  all  that  Japanese  execu- 
tives knew  about  their  state  was  "Jack 
Daniel's,  the  Tennessee  Waltz,  and  coun- 
try music,"  says  John  C.  Word,  one  of 
the  state's  top  industrial  recruiters.  So 
when  they  host  receptions  in  Tokyo, 
state  representatives  serve  Jack  Daniel's 
while  teaching  their  Japanese  guests 
how  to  dance  to  the  Tennessee  Waltz. 
When  Japanese  visit,  Tennessee  recruit- 
ers take  them  to  the  Grand  Ole  Opry  in 
Nashville  and  give  dulcimers  as  gifts. 
To  leave  lasting  impressions  with  for- 
eign executives,  Atlanta  has  hired  mod- 
els to  impersonate  characters  from  Gone 
With  the  Wind.  "We've  used  Rhett  and 
Scarlett,"  says  Glenn  Cornell,  senior  vice- 
president  of  NationsBank  of  Georgia. 
"We've  used  peanuts.  We've  used  peach- 
es. We've  used  whatever  it  took." 

This  early  missionary  work  is  paying 
big  dividends.  With  the  increase  of  U.  S. 
competitiveness  prompting  more  foreign 
manufacturers  to  shift  production  to 
America,  the  Southeast  has  been  the 
biggest  beneficiary.  Between  1990  and 
1992,  North  Carolina  lured  93  new  for- 
eign-owned plants.  South  Carolina  at- 
tracted 45— as  many  as  New  England 
and  the  mid-Atlantic  region  combined. 

Nowhere  is  the  foreign  presence  more 
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visible  than  in  the  rolling  foothills  of 
the  Blue  Ridge  Mountains  in  the 
western  part  of  South  Carolina. 
So  many  German  companies 
have  flocked  to  this  area  that 
locals  have  nicknamed  one 
stretch  of  1-85  "the  Autobahn." 
In  Spartanburg,  a  county  of 
230,000  that  claims  the  highest  per- 
capita  foreign  investment  in  the 
U.  S.,  the  roster  of  foreign  manufactur- 
ers includes  Hoechst  Celanese,  BASF, 
BIC,  Michelin,  Hitachi,  Adidas,  and  Men- 
zel,  which  last  year  imported  two  huge 
pieces  of  the  Berlin  Wall  for  its  lawn. 

Statewide,  one  out  of  every  four  man- 
ufacturing workers  in  South  Carolina 
gets  a  paycheck  from  a  foreign  employ- 
er. That  number  could  increase  if  the 


state  lands  a  new  $300  million  plant 
being  planned  by  Daimler  Benz, 
which  is  said  to  have  narrowed 
its  search  for  a  Mercedes  plant 
site  to  the  Southeast.  State  offi- 
cials are  pushing  the  carmaker 
to  locate  near  Charleston,  where 
the  closing  of  the  Navy  Yard  will 
eliminate  thousands  of  skilled  jobs. 
research  heaven.  North  Carolina, 
with  its  recent  success  in  attracting  for- 
eign investment  and  high-tech  research 
jobs,  isn't  far  behind.  The  prime  draw: 
Research  Triangle  Park,  a  state-con- 
ceived development  designed  to  lure 
companies  to  the  research  conducted  at 
nearby  schools  such  as  Duke  University 
and  the  University  of  North  Carolina. 
IBM  developed  the  bar-code  scanner  in 


the  Park,  Northern  Telecom  com 
research  and  development  in  d 
switching  technology  there,  and 
roughs  Wellcome  Co.  refined  and 
mercialized  two  of  its  best-selling  d 
AZT  and  Zovirax. 

The  Southeast's  innovative  appr 
es  aren't  its  only  appeal.  The  re£ 
relatively  low  wag- 
es and  rabid  anti- 
unionism  have  per- 
suaded many 
companies  to  move 
to  the  area.  In 
rural  Morganton, 
N.C.,  ITT  Automo- 
tive last  January 
hired  440  workers 
to  assemble  anti- 
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braking  systems  at  a  starting  pay 
.31  an  hour.  That's  well  above  the 

market  rate,  but  less  than  half  the 
rial  auto-industry  average  of  $15.42. 
r  workers  who  move  from  other 

of  the  country,  the  pay  can  be  dis- 
ng.  John  Friend,  a  31-year  old  Ohio 
e,  blindly  headed  south  five  years 
ifter  losing  his  $  10.75- an-hour  job  at 
lto  supplier  in  Sandusky.  The  first 
le  found  after  moving,  at  a  light 

factory,  paid  a  mere  $5  an  hour, 
friend  felt  he  had 
loice.  "Ohio  died," 
lid.  "You  couldn't 
i  job  in  Ohio." 
he  region's  older 
itrialists  are  try- 
mightily  to  pre- 
i  their  heritage— 
cularly  the  low 
s.  Two  years  ago, 
iup  of  500  Greens- 

(N.  C.)  business- 
ined  forces  to  dis- 
age  United  Air- 

Inc.  from  locat- 

a  $500  million 
tenance  facility 
3.  United  could 

brought  the  city 
)  maintenance 

but  they  would 

been  unionized 
;ions  averaging 
)00  a  year.  In- 
1,  United  opted  for  Indianapolis, 
s -guard  action.  The  troglodytes 
be  fighting  a  losing  battle.  In  many 
ir  towns  along  1-85,  wages  lurch 

upward.  In  Spartanburg,  for  in- 
:e,  Michelin  workers  make  $15  to 
an  hour  building  truck  tires.  And 

Friend  now  earns  $11.35  an  hour  at 
w  Matsushita  air-compressor  plant 
iral  Mooresville,  N.  C.  With  an  influx 
igh-skilled  jobs,  the  gap  between 
region's  per  capita  income  and  the 
anal  average  shrank  from  19%  in 

to  12%  last  year.  "Nobody  comes  to 
;h  Carolina  just  for  cheap  land  and 
:p  labor  any- 
e,"  says  Ed- 
ion  Secretary 
sard  W.  Riley, 
Tner  governor  of 
:h  Carolina. 


early  suc- 
s,  Research 
ingle  lured 
ivyweights 
J  Northern 
ecom 
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Indeed,  many  manufacturers  say  the 
region's  cooperative  approach  is  far  more 
of  an  enticement  than  labor  costs. 
Among  the  inducements  that  appeal 
most  to  German  manufacturers:  training 
programs  for  new  workers  that  effec- 
tively serve  as  state-sponsored  appren- 
ticeships. To  land  the  BMW  plant,  South 
Carolina  agreed  to  screen  all  job  appli- 
cants and  then  train  BMW's  entire  work 
force  through  the  state's  technical 
schools  (page  102).  When  the  company 


tives,  it's  because  they  seem  to  work. 
Since  1984,  Stabilus  has  expanded  its 
nine-year-old  Gastonia  (N.C.)  plant 
steadily,  from  a  couple  dozen  workers 
to  320,  while  its  original,  unionized  Penn- 
sylvania plant  hasn't  grown  in  20  years. 
The  reason:  Stabilus,  a  German  maker 
of  gas  springs,  takes  advantage  of  North 
Carolina's  pledge  to  provide  training  for 
any  manufacturer  adding  six  or  more 
new  workers.  "We  have  never  gotten  a 
red  cent  from  the  state  of  Pennsylvania," 


later  decided  to  send  some  of  its  new 
engineers  to  Germany  for  firsthand  in- 
struction, South  Carolina  raised  an  addi- 
tional $2.8  million  from  private  sources 
to  cover  that  expense. 

Critics  contend  that  the  states  are 
"buying"  industry  at  too  steep  a  price. 
The  financial  incentives  necessary  to 
land  the  BMW  plant— including  a  $l-a- 
year  lease  on  the  1000  acres— will  cost 
South  Carolina  taxpayers  $130  million 
over  30  years,  although  most  of  the  in- 
centives are  in  the  first  year.  Douglas 
McKay  III,  one  of  the  state's  top  eco- 
nomic recruiters,  counters  that  most 
of  the  inducements 
were  in  the  form  of 
trained  workers  and 
improved  roads, 
which  would  remain 
if  BMW  ever  left. 
McKay  adds  that  the 
state  only  provides 
extensive  incentives 
for  those  companies 
that  agree  to  make 
at  least  $85  million  in 
capital  investments 
and  provide  health 
care  and  other  bene- 
fits for  its  entire 
work  force. 

If  governments  are 
generous  with  incen- 


says  manufactur-  ^0  BMW 
ing  director  Ed- 
ward l.  Novotny.  South  Carolina 

"You  want  to  go 

where  you   feel  bought  back 

wanted."  ,  AAA 

while  the  in-  1,000  acres 

vestments  in  hu- 


man capital  have 


with  middle- 


proved  important,    cjass  housing 
Southern  leaders 

also  have  spent  ^^^HHHHBH 
heavily  on  an  ad- 
vanced infrastructure.  Atlanta's  devel- 
opment of  Hartsfield  International  Air- 
port has  enabled  the  city  to  move 
beyond  the  regional  sales  offices  that 
were  located  there  and  snare  corporate 
headquarters.  In  recent  years,  United 
Parcel  Service,  Saab,  Holiday  Inns,  and 
the  world  relief  group  CARE  have  all 
moved  to  Atlanta.  And  Hartsfield's  ca- 
pacity was  instrumental  in  the  Interna- 
tional Olympic  Committee's  decision  to 
award  the  1996  games  to  the  city. 

If  Atlanta  bet  its  future  on  air  trans- 
port, Tennessee  leaders  gambled  in  the 
late  1970s  that  phone  lines  would  serve 
as  the  critical  "information  highways"  of 
the  future.  The  state  struck  a  bargain 
with  local  phone  companies  in  the  early 
1980s:  They  could  raise  rates  aggres- 
sively if  they  tunneled  the  money  into 
state-of-the-art  digital  switches  and  fi- 
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ber-optic  lines.  This  high-tech  sys 
tern  has  helped  bring  thousands 
of  new  jobs  to  Knoxville  alone: 
Two  years  ago,  for  example, 
Travelers  Corp.  opened  a  250- 
person  office  in  Knoxville  that 
handles  customer  calls  from  half 
the  country  about  its  personal  in- 
surance lines. 

local  heroes.  Finance  has  also 
helped  fuel  the  Southeast's  renaissance. 
Charlotte  has  become  the  nation's  third- 
largest  banking  center,  behind  New  York 
and  San  Francisco.  A  decade  ago,  South- 
ern governors  watched  in  horror  as  New 
York  banks  pressured  Congress  to  al- 
low nationwide  branching.  So  the  politi- 
cians circled  the  wagons  by  enacting 
laws  that  allowed  mergers  among  banks 
within  the  region— but  blocked  outsid- 
ers from  coming  in.  That  gave  local 


banks  the  chance  to  consolidate 
and  create  superregionals  with 
the  critical  mass  to  take  on  the 
money-center  banks.  Now,  North 
Carolina  is  home  to  NationsBank, 
the  nation's  fourth  largest,  First 
Union,  the  ninth,  and  Wachovia, 
the  twenty-second. 

In  a  region  long  dependent 
upon  outsiders  for  capital,  these 
megal ianks  give  the  Southeast  new  fi- 
nancial muscle.  For  the  first  time,  some 
Southeastern  banks  are  draining  depos- 
its from  other  areas  to  support  growth 
at  home:  NationsBank  calculates  its  loan- 
to-deposit  ratio  in  North  Carolina  at 
100%,  compared  with  the  77%  national 
average.  And  in  South  Carolina,  the  ra- 
tio is  up  from  73%  to  120%  since  Na- 
tionsBank acquired  a  competitor  in  1986. 
"There  is  financial  clout  in  this  region 


that  virtually  any  company  can  uti 
says  NationsBank  executive  Jot 
Smith  III. 

With  so  much  money  flowing  int 
area,  the  Southeast  may  have  more 
trol  over  its  economic  destiny, 
decades  it  has  been  beholden  to  far 
banks  and  corporate  headquarters 
that's  starting  to  change.  Conside: 
bane  Packaging  Corp.,  a  $70  m 
North  Carolina  maker  of  pharmace 
packaging.  Five  years  ago,  with  thi 
vately  held  company's  owners  ne; 
retirement  and  anxious  to  cash  out 
bane  executives  searched  the  East 
for  financing  that  would  allow  the 
keep  control.  But  all  they  got  wei 
fers  from  buyout  groups  in  New  Yo 
Boston,  who  would  have  taken  ove 
company  and  flipped  it  for  a  profit 

But  First  Union's  then-nascent 


With  some  of  the  lowest  high 
school  graduation  rates  in 
the  country,  South  Carolina 
has  a  reputation  for  an  unskilled  and 
poorly  trained  work  force.  Yet  in  re- 
cent years,  the  state  has  managed  to 
turn  its  oft-maligned  educational  sys- 
tem into  a  prime  weapon  in  the  battle 
for  foreign  investment,  enabling  the 
state  to  attract  major  manufacturers 
such  as  bmv. 

The  secret  of  its  success  is  the  Spe- 
cial Schools  program.  Started  in  1961 
to  stem  the  flight  of  the  state's  young 
laborers,  the  program  now  custom- 
trains  production  workers  for  incoming 
foreign  and  domestic  manufacturers. 
What  workers  lack  in  technical  skills  or 
book  learning,  South  Carolina  will  sup- 
plement with  ex- 


technical  colleges  or  at  the  plant  site. 

Special  Schools  provides  math  and 
reading  instruction,  plus  training  in 
such  areas  as  conflict  resolution,  effec- 
tive communication— even  statistical 
process  management.  Overall,  some 
6,500  workers  at  over  120  plants  in 
South  Carolina  participated  last  fiscal 
year,  costing  the  state  about  $6.4  mil- 


they'll  have  five  qualified  candid; 
for  each  job  opening,"  says  Taylor. 

The  companies  seem  satisfied.  "V 
the  help  of  the  Special  School  syst 
the  people  here  are  able  to  accomr. 
the  work,"  says  George  Kubina,  n 
ager  for  the  German-owned  Hel 
Helvetion  International  plant  in 
can,  S.  C.  The  plant,  which  makes  r 


:e\i 


South  Carolina 
not  only  runs 
help-wanted 
ads,  it  screens 
workers 


tensive  training 
programs— at  no 
cost  to  the  em- 
ployer. "We  will 
train  your  people 
to  your  specifica- 
tions at  the  state's 
expense,"  says 
Robert  W.  Taylor, 
associate  director  gsMMHHMMMB 
of  the  Board  for 

Technical  &  Comprehensive  Education. 
hot  concept.  Special  Schools  serves 
as  a  one-stop  shop  for  worker  develop- 
ment. First,  the  program's  curriculum 
unit  works  with  the  employer  to  create 
training  courses  and  develop  work 
manuals.  Then,  a  staff  of  instructors, 
often  drawn  from  the  company's  own 
managers,  are  hired  by  the  state  to 
run  the  classes  at  one  of  the  state's  16 


lion.  This  year's  budget:  $10.8  million. 

The  program  has  been  a  lure  for 
German  companies  that  are  used  to  a 
highly  trained  work  force  at  home.  For 
companies  such  as  BMW,  Special 
Schools  does  everything  from  running 
help-wanted  ads  to  screening  workers 
based  on  factors  such  as  hand-eye  coor- 
dination and  openness  to  working  as 
part  of  a  team.  "We  guarantee  BMW 


ator  tubing,  opened  last  Noveml 
and  now  has  72  workers  who  w 
through  the  program. 

While  the  Special  Schools  prograr 
not  cheap,  the  payoff  is  huge.  Ot 
states  must  ask  not  whether  they 
afford  to  follow  South  Carolina's  ■ 
ample,  but  whether  they  can  af: 
not  to. 

By  Mania  Mallory  in  Spartanburg, 
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chant  banking  group  put  up  $25  million. 
That  let  Mebane's  management  buy  the 
company  and  keep  local  control.  Mebane 
built  a  plant  in  nearby  Garner  and  two 
years  ago  reversed  the  usual  trend  by 
acquiring  a  major  New  Jersey  rival.  "If 
First  Union  hadn't  come  along  with  fi- 
nancing, we  would  likely  have  been  sold 
and  our  whole  character  would  have 
changed,"  says  Chairman 
James  H.  Corrigan  Jr. 
Critics  note  that  for 

fall  its  success  in  at- 
tracting outside  invest- 
ment, the  New  South 
still  faces  challenges. 
The  region's  leaders 
have  yet  to  figure  out 
how  to  grow  many  busi- 
nesses at  home.  North  Carolina  has  one 
of  the  nation's  highest  failure  rates  for 
businesses.  And  Research  Triangle  Park 
in  the  past  has  been  unable  to  spawn 
startups  on  the  scale  of  Silicon  Valley 
and  Boston's  Route  128.  Experts  cite 
the  South's  risk-averse  culture,  which 
has  discouraged  venture  capital,  as  well 
as  the  universities'  restrictive  policies 
against  transferring  technology  to  pri- 
vate ventures. 

"still  shadows."  More  troubling  is  the 
growing  disparity  between  the  1-85  cor- 
ridor and  the  counties  that  have  missed 
the  new  investment.  Political  leaders 
are  trying  to  fight  the  trend.  To  attract 
business  to  its  80  neediest  counties, 
Georgia  offers  an  annual  job  tax  credit 
of  up  to  $2,000  for  each  new  job  created. 
And  in  March,  Democratic  Governor  Zell 
Miller  created  the  Governor's  Develop- 
ment Council,  which  will  pull  together 
major  universities,  chambers  of  com- 
merce, and  businesses  active  in  econom- 
ic development,  such  as  Georgia  Power 
Co.  and  NationsBank,  to  draft  an  eco- 
nomic development  plan  for  the  state. 
"There  are  parts  of  Georgia  that  are 
still  shadows  in  the  Sunbelt,"  says  J. 
Mac  Holladay,  the  council's  COO. 

Even  with  such  incentives,  Southeast 
officials  concede  it's  hard  to  convince 
companies  to  locate  in  poor  rural  coun- 
ties far  removed  from  1-85.  "When  you 
get  away  from  this  corridor,  the  jobs 
aren't  out  there,"  admits  Robert  B.  Jor- 
dan, head  of  the  North  Carolina  Eco- 
nomic Development  Board. 

Bringing  hope  to  these  impoverished 
areas  may  be  the  biggest  problem  facing 
Southern  leaders.  But  if  any  region  has 
a  chance  of  succeeding,  it's  the  South.  It 
has  shown  that  with  a  strong  will  and 
some  shrewd  planning,  it  can  overcome 
its  legacy  as  an  economic  backwater. 
Like  Scarlett  O'Hara,  the  South  seems 
intent  never  to  go  hungry  again. 

By  Dean  Fount  in  Charlotte,  N.  C.  and 
Maria  Mallory  in  Atlanta 


MEANWHILE,  IN 
THE  OTHER  SOUTH 


oute  64  is  no  Interstate  85.  As 
the  two-lane  road  rolls  into  Sil- 
.  er  City,  N.  C,  the  skyline  is  dot- 
ted with  burger  stands  and  car  dealer- 
ships, not  gleaming  glass-and-steel 
office  buildings. 

This  is  chicken  country,  an  hour  or 
so  west— and  a  world  away— from  Re- 
search Triangle  Park.  Siler  City  en- 
joys an  unemployment  rate  of  only 
3.2%,  thanks  to  the  chicken  processing 
plants  owned  by  Townsends  Inc.  and 
Showell  Farms'  Mid-State  Farms. 
Overall,  the  Southeast  accounts  for 
50%  of  the  $20  billion  U.  S.  chicken  in- 
dustry, employing  125,000  workers 
across  the  region. 

Poultry  prosperity  is  a  mixed  bless- 


nomics  program.  "We  recognize 
we  need  as  much  prevention  as 
can  get,"  he  says.  Donald  Schae 
Showell  Farms'  vice-president  for 
man  resources,  says  similar  step; 
his  company  haven't  cut  the  inj 
rates,  but  "the  injuries  are  far  less 
rious  because  we  catch  them  earli 
Conditions  on  the  production 
can  be  tough.  Repetitive  motion  f 
such  tasks  as  pulling  out  chicken  \ 
can  cause  disabling  injuries.  Emplo\ 
frequently  spend  shifts  in  eithe 
freezing  cooler  or  95F  heat.  Condit 
can  be  so  crowded  that  blood  fro: 
chicken  one  worker  handles  can  so 
times  splash  onto  a  co-worker, 
line  speed— up  to  90  chickens  a  i 


In  Siler  City, 
N.C.,  "nothing 
else  pays  like 
the  chicken 
plant" 


ing,  though.  In- 
jury and  illness 
rates  for  poultry 
workers  are  dou- 
ble the  rates 
of  manufacturing 
generally,  ac- 
cording to  the 
Labor  Dept. 
WMHMHH  And  new 
nology  is  used  to  reduce  stress  for 
chickens— to  make  their  meat  more 
tender— rather  than  for  workers.  "The 
industry  has  one  foot  in  the  21st  centu- 
ry when  it  comes  to  chickens,  but  they 
left  one  foot  back  in  the  19th  century 
when  it  comes  to  people,"  says  Bob 
Hall,  research  director  of  the  Institute 
for  Southern  Studies,  a  labor-funded 
advocacy  group  in  Durham,  N.  C. 
blood  'N'  guts.  James  C.  Walston, 
Townsends'  vice-president  for  human 
resources,  defends  his  Siler  City  plant's 
record,  noting  that  it  has  hired  a  reg- 
istered nurse  and  launched  an  ergo- 


ute— is  double  the  rate  a  decade  i 
With  little  schooling,  workers 
towns  such  as  Siler  City,  populai 
5,000,  have  few  other  job  choices.  " 
could  go  back,  I  would,"  says  Will 
Goldston,  41,  who  worked  at  Mid-Si 
until  he  developed  carpal-tunnel  5 
drome.  "What  else  can  I  do?  I  d 
got  no  education,  and  nothing  ( 
pays  like  the  chicken  plant." 

Siler  City  Manager  Leonard  B; 
foot  calls  the  chicken  industry  "a  gi 
asset,"  but  he  wants  to  attract  j 
that  offer  more  than  the  $6.50-an-h 
maximum  that  poultry  pays.  The  pi 
lem  is  that  compared  with  other  pj 
of  the  state,  "we  don't  have  as  de' 
oped  a  work  force,"  says  Bareft 
With  consumer  demand  for  chic! 
still  rising,  towns  such  as  Siler  ( 
will  increasingly  depend  on  poul 
employment.  And  the  clean,  well-p 
ing  jobs  will  end  up  elsewhere— usl 
ly  near  1-85. 

By  Jennifer  Toth  in  Siler  City,  Ma 
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BRING  YOUR  PROJECT  TO 
THE  #1  PROJECT  FINANCE  LENDER. 

Credit  Lyonnais,  over  the  years,  has  consistently  demonstrated  its  vision  and 
commitment.  So  it  was  no  accident  we  were  ranked  #1  project  finance  lender  in 
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LeSabre  Clearcoat  Gloss. 


Increased  protection  against  the  sun's  harmful  UV 
light.  Against  water  spots.  Against  fading.  Even  acid 
rain.  LeSabre  Clearcoat  Gloss  protection.  When  it 
comes  to  quality,  Buick  puts  a  fine  gloss  on  it.  To  learn 
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(CONDUCTORS 


RASTERS 

>F  THE  CLEAN  ROOM 


>w  Samsung  upstaged  Japan  to  become  No.  1  in  DRAMs 


lor  Jin  Daeje,  it's  astonishing  how 
■  little— and  how  much— things  have 
changed  in  10  years.  Then  and  now, 

could  revel  in  the  prestige  of  doing 
al  research  on  semiconductor  design 

the  premiere  producer  of  those  ubiq- 
3us  memory  chips  known  as  DRAMs. 
ly  then,  the  company  was  IBM.  Now, 

Samsung  Electronics  Co.,  a  chip  non- 
ity  in  1983.  And  Jin  is  no  longer  just 
ither  researcher  with  a  Stanford  PhD. 
ce  deciding  in  1985  that,  as  a  native, 
had  "an  obligation  to  be  back  in  Ko- 
,,"  Jin  has  become  Samsung's  manag- 

director  of  product  development.  He 
i  shepherded  three  generations  of 
mory  chips  that  have  sent  Samsung's 
p  fortunes  soaring, 
fin's  chips,  in  fact,  have  lifted  the 
tal  company  to  No.  1  among  the 
rld's  suppliers  of 
\Ms,  the  semicon- 
:tor  industry's 
it-seller.  Sam- 
ig's  dram  business 
»t  up  35%  last 
tr,  to  $1.2  billion, 
iting  dram  rival 
shiba  Corp.  by  $69 
lion  and  boosting 
!  Korean  compa- 
s  total  chip  sales 

29%,  to  $1.9  bil- 
i.  By  matching  the 
mnese  on  quality 
1  delivery— and 
iting  them  on 
ce— Samsung  is 
py  to  claw  its  way 
o  the  top  10  of 
pmakers  this  year, 
unsung  is  one  of 
;  amazing  stories 
the  chip  industry," 
\s  Bart  Ladd, 
nager  of  U.  S. 
AM  marketing  for 
C  Corp. 


&  Industry  (Mm),  the  Seoul  government 
used  low-interest  loans  and  pro-export 
policies  to  spur  innovation.  And  it  of- 
fered financial  incentives  to  lure  home 
Korean  engineers  and  scientists  working 
abroad.  By  the  mid-1980s,  Samsung  and 
other  Korean  companies  had  a  critical 
mass  of  research-and-development  infra- 
structure and  talent.  Given  Korea's  suc- 
cess, says  Jim  Handy,  an  analyst  at 
Dataquest  Inc.,  the  miti  model  seems 
sure  to  be  copied  by  others— India,  Ma- 
laysia, maybe  even  China. 

And  to  some  extent,  perhaps,  by  the 
U.  S.  as  well.  Michael  G.  Borrus,  co-di- 
rector of  the  Berkeley  Roundtable  on 
the  International  Economy  (brie),  ar- 
gues that  Washington  has  too  often  tried 
quick-fix  protectionism  to  make  Ameri- 
can industries  more  competitive.  The 


It's  a  lot  more  than  that.  Samsung's 
3  proves  that  Tokyo's  approach  to  in- 
strial  policy  needn't  be  peculiar  to 
)anese  culture.  Copying  the  tactics  of 
)an's  Ministry  of  International  Trade 


CE  &  TECHNOLOGY 


SUITING  UP  IN  SOUTH  KOREA: 
FOR  FIVE  YEARS,  SAMSUNG 
HAS  PUMPED  $500  MILLION  A 
YEAR  INTO  NEW  CHIP  PLANTS 


exception  is  Sematech  Inc.,  the  govern- 
ment-backed consortium  in  Austin,  Tex., 
charged  with  restoring  U.  S.  prowess  in 
chipmaking  equipment.  Borrus  is  encour- 
aged that  the  Clinton  Administration 
sees  Sematech  as  the  pattern  for  similar 
efforts  in  emerging  and  risky  technolo- 
gies, such  as  flat-panel  displays. 

Skeptics  question  how  durable  Sam- 
sung's lead  may  be.  Its  chip  business  is 
more  vulnerable  than  most  to  the  price 
swings  that  periodically  pummel  the  in- 
dustry because  75%  of  its  revenues  are 
from  low-margin  commodity  chips.  U.  S. 
and  Japanese  companies,  by  contrast, 
have  diversified  into  microprocessors 
and  other  specialized  chips,  which  nor- 
mally produce  fatter  profits. 
footing  the  bill.  Samsung's  leaders  re- 
ply that  they  intend  to  go  on  confound- 
ing the  skeptics.  Jin  and  his  peers  have 
so  far  avoided  the  shortsightedness  of 
Silicon  Valley,  which  during  the  1980s 
reflexively  chopped  budgets  for  produc- 
tion equipment  during  cyclical  down- 
turns. That  left  them  short  of  capacity  in 
the  upswings  that  followed  like  clock- 
work. Meanwhile,  Toshiba,  NEC,  and  Hit- 
achi, having  invested  throughout  the 
slump,  would  grab  more  market  share. 

This  time  around,  it's  Samsung  with 
the  deep  pockets— and  the  victims  are 
the  recession-mired  Japanese.  With  de- 
mand for  chips  languishing  in  their  huge 
domestic  market, 
wary  Japanese  man- 
agers have  been 
slow  to  build  new 
chip  plants.  That  has 
left  them  ill-equipped 
to  meet  soaring  de- 
mand for  DRAMS. 
Not  so  Samsung, 
which  exports  about 
80%  of  its  output  to 
the  U.  S.  or  fast- 
growing  Asian  mar- 
kets. For  the  past 
five  years,  it  has 
pumped  $500  million 
or  more  annually 
into  new  facilities— 
as  much  or  more 
than  some  companies 
twice  its  size.  And 
this  year  it  will  in- 
vest '  $980  million, 
more  than  any  pro- 
ducer except  Intel 
Corp.,  the  world's 
richest  chipmaker. 
Most  of  this  year's 
spending  is  earmarked  for  facilities  that 
will  crank  out  16-megabit  drams  in  vol- 
ume. These  hold  more  than  16  million 
bits  of  data,  equal  to  about  700  type- 
written pages.  Samsung  also  has  budget- 
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ed  $700  million  for  R&D  on  futuristic 
chips  that  will  store  256  megabits.  When 
IBM,  Toshiba,  and  Siemens  looked  at 
their  estimate  of  a  $600  million  design 
tab  for  256s,  they  decided  to  share  the 
costs.  But  Samsung  Electronics,  backed 
by  its  $50  billion  parent,  Samsung 
Group,  is  going  it  alone.  "Money  has 
been  no  problem,"  says  Jin.  "We  ask  for 
$1  billion,  and  we  get  it." 
head  start.  Such  ambitious  investments 
have  already  led  to  some  stunning  mile- 
stones. One  came  in  1990.  Samsung 
wowed  IBM,  Digital  Equipment  Corp., 
and  other  customers  by  showing  off  a 
fully  functioning  16-megabit  chip,  one  of 
the  first  that  really  worked.  It  began 
shipping  commercial  samples  of  these 
chips  last  year— for  the  first  time  launch- 
ing its  latest  dram  generation  in  virtual 
lockstep  with  the  Japanese. 

Samsung's  prospects  with  this  product 


SAMSUNG'S  DRAMATIC 
RISE  IN  MEMORY  CHIPS 

Toshiba  passed  NEC  in  1987  to  become  the 
world's  No.  I  maker  of  DRAMs,  only  to  be 
dethroned  by  Samsung  last  year 

16   SAMSUNG      ■  TOSHIBA   

63%  OF  1992  24%  OF  1992 

TOTAL  CHIP  SALES  TOTAL  (HIP  SALES 

12 


1987 

▲  BILLIONS  OF  DOLLARS 


1991  1992 
DATA:  OATAQUEST INC 


are  excellent,  analysts  say,  because  it 
has  better  equipment.  Its  most  advanced 
production  line,  in  Kihung,  will  crank 
out  a  typical  20,000  wafers  a  month. 
And  because  each  round  silicon  slab  is  8 
inches  in  diameter— vs.  6  inches  at  most 
facilities  in  Japan— Samsung  gets  up  to 
75%  more  chips  from  each  wafer.  The 
higher  productivity  lets  Samsung  charge 
less.  Tack  on  recent  worldwide  price  in- 
creases, and  an  observer  stationed  in 
Tokyo  by  U.  S.  industry  figures  that 
Samsung  could  reap  close  to  $3  billion  in 
total  chip  sales  this  year,  a  50%  jump. 
By  contrast,  NEC  Corp.  Senior  Vice-Pres- 
ident Hajime  Sasaki  says  his  company's 
chip  revenues  will  grow  just  7%— be- 
cause NEC  doesn't  have  the  capacity  to 
satisfy  all  its  DRAM  demand. 

The  Japanese  can't  be  kept  down  for- 
ever. Toshiba  expects  to  narrow  the  gap 
in  DRAMs  with  its  new  8-inch  plant  in 
Mie  Prefecture,  which  came  on  line  ear- 


lier this  year.  NEC,  meanwhile,  is  sh  apj 
more  dram  production  to  its  U.  S.  fjtfo 
ry  in  Roseville,  Calif.,  where  outplij 
sheltered  from  the  effects  of  the  stjuie 
yen.  Also,  80%  of  the  machinery  ir|Ko 
rea's  chip  plants  is  imported,  muchjf -i 
from  Japanese  suppliers.  "That  rrtei; 
Samsung  is  dependent  on  Japanese  ten 
nology  to  raise  productivity,"  says  Hjjrr 
Sato,  general  manager  of  Toshiba's  ifer.i 
ory  division. 

Korea  also  faces  growing  comperaor 
from  modern  chip  factories  going  ik  ir 
Malaysia,  Singapore,  Taiwan,  andlii 
na— some  with  Japanese  funding.  Jos 
worrisome,  the  profit  structure  ofthi 
memory  business  may  be  facing  ase: 
change.  Starting  with  the  64-mepi 
generation,  which  should  hit  the  tar 
ket  in  limited  quantities  next  year,  «n< 
analysts  believe  that  demand  will  lei] 
to  atrophy  because  the  storage  capiat; 
of  each  chip  will  be  so  caverlas 
"Then  the  old  strategies  vpi' 
work  anymore,"  predicts  Ida 
quest  analyst  Akira  Minamilfc 
in  Tokyo.  Similar  warnings  tivt 
been  sounded  before,  howew- 
and  new  demand  has  ably: 
emerged  to  sop  up  whatfre 
memory  is  available. 

In  any  event,  Samsung  i  a! 
ready  anticipating  such  probtas 
It  has  set  up  design  centerifo 
more  advanced,  software-interavi 
chips  in  the  U.  S.,  Germany,^; 
wan,  and  Hong  Kong.  And  tyfeui 
tivating  alliances  with  U.  S.  epp 
ment  companies  such  as  Apfe< 
Materials  Inc.,  Korean  indus$ai 
ists  hope  to  lessen  their  deen 
dence  on  Japanese  produiioi 
gear.  Indeed,  bureaucrats  atKo 
rea's  Science  &  Technology  IVpis 
try  broached  the  idea  of  a  svpp 
ing  collaboration  between  the  Kofei 
and  U.  S.  high-tech  sectors  when  Fjesi 
dent  Bill  Clinton  visited  Korea  last  gd\ 
Absent  such  a  grand  alliance,  un 
sung's  growth  may  slow  as  it  brarBe 
into  other  kinds  of  chips.  That's  becfei 
innovation  in  these  higher-tier  mailt! 
is  driven  by  design.  And  so  far,  |y: 
Borrus  of  brie,  "the  Koreans  have  im 
onstrated  no  particular  ability  in  crew 
design."  That  doesn't  mean  they  wp't 
he  adds.  But  even  the  Japanese  p< 
yet  to  make  it  over  this  hurdle. ft' 
now,  Samsung  has  a  cushion:  Ev<  i 
DRAM  demand  begins  to  wane  wit!fi< 
64-  and  256-megabit  generations,^ 
company  can  count  on  about  five 
good  years  to  scramble  for  a  new  bin- 
ning. Considering  what  it  has  achi/ti 
in  the  past  decade,  a  half-decade  <|HK 
be  long  enough. 

By  Laxmi  Nakarrni  in  Seoul  andfei< 
Gross  in  Tokyo 


108  BUSINESS  WEEK/SEPTEMBER  27,  1993 


SCIENCE  &  TECHf.'Li 


BEL.  CHEESE 


FOR  ONCE  YOU 
iy         CAN  BE 
FORGIVEN  FOR 
NOT  KNOWING 
YOUR 
GEOGRAPHY 

AFTER  ALL  IT'S  EUROPE'S  BEST  KEPT  SECRET 


CYPRUS! 


In  1  975  Cyprus  began  offering  innovative  incentives  to  companies  wishing  to  manage  their 
international  affairs  from  its  shores.  At  the  time  a  few  pioneering  enterprises  had  the 
foresight  to  see  Cyprus'  potential.  They  have  since  been  joined  by  many  of  the  world's 
leading  multinationals.  Indeed,  the  growth  of  the  offshore  sector  has  been  phenomenal. 
For  more  information  please  contact: 

THE  CENTRAL  BANK  OF  CYPRUS 


International  Division 

36  Metochiou  Street,  P.O.Box  5529,  Nicosia,  Cyprus 
Telephone:  357  2  445281  (ext.  216] 
Fax:  357  2  472012,  Telex:  2424  Central  Cy 


No  matter  what  your  field, 
Minority  Technology  Alliance  has  an 
HP  LaserJet  printer  that's  right  for  you. 


t 


See  the  full  lineup  of 
Hewlett-Packard  printers  at 
Minority  Technology  Alliance. 

Now's  your  chance  to  team  up 
with  the  laser  printers  that  are 
outstanding  in  any  held. 


.  HEWLETT 
"HM  PACKARD 

A  ii  I  h  it  r  i  ;  V  il    I)  r  i,  I  ,  r 


Whether 
your  business 
is  big  or  small — PC,  Macintosh, 
or  multiple  environments  —  we  can 
team  you  up  with  the  HP  LaserJet 
printer  that  is  right  for  your  needs 
and  budget.  We  offer  everything 


from  personal  desktop  models  to 
high-volume  network  printers. 
And  with  HP's  exclusive  Resolution 
Enhancement  technology  and 
microhne  toner,  our  LaserJet 
printers  will  always  give  you 
superior  looking  documents. 

Ask  us  about  our  winning 
lineup  today. 

The  Minority  Technology  Alliance 
(MTA)  replaces  procurement 
obstacles  with  opportunities. 
You  can  now  satisfy  your  minority 


procurement  requirements  with 
quality,  high  technology  products 
and  services.  Organizations  with 
minority  set  aside  programs  are 
taking  advantage  of  the  MTAs 
competitive  pricing,  wide  breadth 
of  product  line  offerings,  unprece- 
dented products  availability,  rapid 
response  delivery  system,  financial 
stability,  and  national  service 
capabilities. 

For  the  location  nearest  you,  call 
1-800-423-1715  ext.  MTA1 


Ma<  intosh  is  a  produi  i  ol  Vpple  ('<>mpuu>i  Im 


velopments  to  Watc 


)  BY  RUTH  COXETER 


TING  FOR  TOXINS:  SINGLE  CELLS 
JLD  REPLACE  LAB  ANIMALS 


An  electronic  surveil- 
lance system  devel- 
oped by  researchers  at 
Rensselaer  Polytechnic 
Institute  in  Troy,  N.Y., 
could  save  scientists 
hours  of  bending  over 
microscopes.  Without  hu- 
man supervision,  the 
system  gauges  the  way 
animal  cells  react  to  tox- 
ins by  tracking  how  they 
move  and  change  shape. 
Animal  cells  are  grown 
in  a  nutrient-filled  plastic- 
etched  with  tiny  gold  electrodes.  The  cells  grow  to  cover 
jlectrodes,  and  as  the  cells  move,  changes  in  electrical  re- 
nce  show  up  as  waves  on  a  computer  screen.  By  looking 
e  height  and  patiern  of  the  recorded  waves,  scientists  can 
itor  cells'  reactions  to  toxins. 

ventors  Ivar  Giaever  and  Charles  Keese,  both  rpi  profes- 
have  formed  a  company  called  Applied  Biophysics  Inc.  to 
nercialize  the  technology.  Giaever,  who  won  the  1973  No- 
>rize  in  physics,  says  the  behavior  of  animal  cells  provides 
ad  idea  of  how  animals  or  humans  would  react  to  a  toxin, 
topes  the  device  will  offer  an  alternative  to  the  use  of  live 
tals  in  testing  of  cosmetics,  detergents,  and  drugs. 


rRASOUND  SMOOTHES  THE  WAY 
It  RECYCLING  TIRES 


vraam  I.  Isayev  wants  to  rid  the  landscape  of  used  tires 
with  an  ultrasound  make-over.  Instead  of  breaking  down 
.  with  harsh  solvents,  the  University  of  Akron  professor 
>s  them  of  nylon  cord  and  steel  belts  and  then  treats 
1  with  high-pitched  sound  waves,  heat,  and  pressure  to 
:dy  break  their  strong  chemical  bonds.  Once  the  rubber  is 
I  it  can  be  shaped  into  other  products  or  mixed  with 
rubber.  Gaskets,  hoses,  and  belts  made  of  expensive, 
ter-like  compounds— which  cost  $10  to  $20  a  pound  to  buy 
-also  can  be  recycled.  Isayev  predicts  his  method  will  be 
per  in  the  long  run  because  it  doesn't  use  solvents,  which 
expensive  to  handle  and  dispose  of. 
•ayev  says  the  system's  capacity,  now  five  pounds  of  rub- 
an  hour,  will  be  cranked  up  to  100  within  a  year— enough 
andle  small  items,  such  as  gaskets.  Recycling  tires  will  re- 
e  a  capacity  of  5,000  or  more  pounds  an  hour,  which  will 
t  longer  to  develop.  National  Feedscrew  &  Machining  In- 
dies in  Massillon,  Ohio,  is  funding  the  research  and  has  a 
lse  to  produce  the  equipment  and  recycle  tires. 


tING  UP  NEW  PRODUCTS  FROM 
D  ROCKET  FUEL 


ropellants  from  dismantled  weapons  are  usually  burned  or 
buried.  Borrowing  a  process  from  Los  Alamos  National 
oratory,  Plasma  Technology  Inc.  in  nearby  Santa  Fe, 
1.,  not  only  breaks  down  the  propellants  in  an  environmen- 
'  friendly  way  but  turns  the  components  into  useful  gases, 
propellant  gases  are  placed  into  a  gas  plasma  that's  heat- 


ed to  800C  to  L600C,  which  breaks  the  propellants  down  into 
their  primary  components.  Those  components  can  then  be 
reformed  into  useful  gases  that  can  be  burned  for  electricity  or 
used  as  a  feedstock  for  methanol  or  fertilizer. 

Plasma  Technology  will  open  its  first  commercial  opera- 
tion in  Ukraine  next  year.  The  company,  which  plans  to  license 
the  process,  puts  the  worldwide  reclamation  value  of  propellant 
components  at  up  to  $5  billion.  "Incineration  is  going  to  take  a 
lot  of  heat  in  the  next  few  years,"  contends  Plasma  Tech 
President  and  Chief  Executive  John  F.  Serino  Jr.,  a  retired  IBM 
corporate  director  of  environmental  programs.  He  adds:  "We 
offer  an  alternative  with  friendlier  emissions,  and  we  end  up 
with  a  product." 


SOFTWARE  THAT  KEEPS  YOUR 

CAR  BATTERY  FROM  RUNNING  DOWN 


You're  stuck  on  the  road  and  you're  dying  for  a  cool  blast 
of  AC.  But  think  twice:  Too  much  energy  demand  on  a  car 
that  is  idling  or  in  stop-and-go  traffic  can  run  down  the  battery 
and  leave  you  stranded.  Drivers  reluctant  to  give  up  creature 
comforts  may  some  day  turn  to  an  "energy  load  management 
controller"  developed  at  Case  Western  Reserve  University  in 
cooperation  with  Ford  Motor  Co.  Engineering  professor  Ken- 
neth Loparo  and  doctoral  student  Richard  Kaplan  devised 
software  for  the  car's  on-board  computer  that  makes  sure 
the  battery  is  never  overtaxed.  Say  you  flick  the  air  condition- 
er on.  First,  the  system  sees  what  devices  are  already  on,  how 
fast  the  car  is  going,  and  the  battery's  state  of  charge.  Then 
it  schedules  the  AC  to  come  on  when  enough  energy  is  avail- 
able. The  software  can  be  set  for  different  priorities— driver 
comfort,  fuel  economy,  or  high  performance. 

Loparo  says  energy  management  is  becoming  more  impor- 
tant as  gadgets  such  as  cellular  phones  and  fax  machines  are 
put  into  cars.  He  adds  that  Ford  is  deciding  whether  there's 
enough  customer  interest  "and  how  people  will  react  if,  for  ex- 
ample, their  air  conditioning  doesn't  come  on  right  away." 


PRODUCE  GETS  A  FRESH  LEASE 
ON  LIFE  ON  THE  VINE 


When  mold  creeps 
across  strawber- 
ries, customers  flee.  Sci- 
entists at  Cornell  Uni- 
versity's Agricultural 
Experiment  Station  in 
Geneva,  N.Y.,  are  fight- 
ing back  with  mold-eat- 
ing enzymes  derived 
from  a  soil-based  fungus 
called  trichoderma.  This 
fungus  releases  enzymes 
that  digest  chitin,  the 
sugar  chains  that 
strengthen  the  mold's 
cell  walls,  causing  the  cells  to  leak  cytoplasm  and  die. 

"Since  humans  and  animals  don't  have  chitin,  the  enzyme 
may  be  a  benign  alternative  to  chemical  fungicides,"  says  lab 
manager  Christopher  Hayes.  As  for  bugs,  which  do  have  chi- 
tin, he  says  any  that  are  munching  on  crops  deserve  to  die.  In 
tests,  mold-fighting  trichoderma  has  been  used  to  coat  seeds 
and  been  placed  in  pellet  form  in  furrows  among  such  crops  as 
cotton,  cucumbers,  eggplant,  corn,  and  tobacco.  Hayes  says  he 
expects  approval  soon  from  the  Food  &  Drug  Administra- 
tion to  put  trichoderma  on  plant  leaves  and  fruit. 
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MUTUAL  FUNDS  I 


J 


HOW  MUCH  ARE  YOU  REALLY  EARHIHG 
OH  YOUR  MUTUAL  FUHDS? 


Many  of  the  glossiest  funds  lose  a  lot  of  their  luster  when  taxes  are  factored  in 


If  you  have  owned  mutual  funds  over 
the  past  decade,  you've  probably 
chalked  up  what  may  look  like  some 
pretty  fat  gains.  After  all,  the  average 
annual  return  for  the  past  10  years 
comes  to  a  nifty  11.8%.  But  before  you 
pat  yourself  on  the  back  for  being  such 
a  savvy  investor,  take  the  time  to  exam- 
ine a  critical  element  in  evaluating  your 
fund's  investment  performance:  taxes. 
Most  people— including  the  entire  mu- 


and  local  bites,  and  those  returns  may 
look  even  less  enticing.  Moreover,  rank- 
ing funds  by  their  aftertax  returns  can 
send  leaders  to  the  back  of  the  pack 
and  turn  laggards  into  stars. 

At  a  time  when  investors  are  pouring 
money  into  mutual  funds  in  record 
sums— $69.8  billion  in  equity  funds  and 
$73.5  billion  in  bond  funds  through  July 
of  this  year  alone— there  isn't  much  evi- 
dence that  they're  taking  taxes  into  ac- 


tual-fund industry—judge  a  fund  before 
considering  the  taxes  shareholders  will 
have  to  pay,  which  could  be  a  big  mis- 
take in  these  days  of  higher  income-tax 
rates.  The  difference  between  pretax 
and  aftertax  returns  can  he  startling, 
depending  how  much  the  fund  relies  on 
dividends  and  interest  and  how  frequent- 
ly the  fund  trades  its  stocks. 

If  or're  in  the  highest  tax  bracket, 
return"  on  your  equity  fund  could  be 
about  25%  to  30%  lower  than  you 
think— and  that's  just  taking  federal  in- 
come taxes  into  a  'count.  Roll  in  state 


count.  "I  can't  tell  that  investor  behavior 
is  changing  much  because  of  higher  tax- 
es," says  Neal  Litvack,  an  executive  vice- 
president  of  Fidelity  Investments.  "May- 
be it  hasn't  sunk  in  yet." 
dramatic  shifts.  Indeed,  if  investors 
focused  on  taxes,  says  Litvack,  they 
would  invest  more  in  tax-exempt  mu- 
nicipal-bond funds  and  less  in  taxable 
bond  funds.  In  stocks,  he  adds,  they're 
choosing  conservative  funds  that  gener- 
ate dividend  and  interest  income— tax- 
able at  rates  as  high  as  39.6%— rather 
than  more  growth-oriented  funds  that 


aim  for  long-term  capital  gains,  on  1 
the  tax  is  capped  at  28%. 

But  if  investors  haven't  yet  c* 
on  to  the  potential  impact  of  taxi 
their  investments,  you  can't  blame  a 
There's  little  information  to  go  on.  I 
fund-ranking  systems  use  pretax! 
returns,  since  they  are  the  only  nun 
the  funds  report.  And  the  growing  it 
ber  of  fund  investors  with  indivl 
retirement  and  other  pension-tyfj 
counts,  such  gj 
Fidelity  Retir<$ 
Growth  Fundi 
caters  to  pel 
accounts,  neel 
worry  about  I 
tax  returns  I 
They're  not  pi 
taxes  anyway! 
most  monejf 
funds  is  ta)l 
and  analysts! 
academics 
starting  to  lol 
aftertax  ret! 
What  they'res 
ing  puts  fundi 
new  light. 

Stanford  Uij 
sity  economist! 
M.    Dickson  I 
John    B.  SH 
studied  pre- 
aftertax  returil 
62  mutual 
from  1963  thi| 
1992,  and 
found  some  drmf 
ic      shifts,  ffl- 
Franklin  Growth  Fund,  for  instance*' 
in  the  bottom  20%  of  the  list  bas> 
pretax  returns.  But  when  Dicksoi  n 
Shoven  adjusted  the  return  for  tin  to 
es  that  the  highest-income  shareh  d' 
would  have  paid,  the  fund's  rel  i 
ranking  jumped  into  the  top  40%.  lit 
wise,  the  economists  found  several 
that  dropped  significantly  in  the  1  i 
after  taxes.  Dickson  does  not  adv  l, 
choosing  funds  solely  by  past  p\  o 
mance,  but,  he  says,  "investors  !« 
more  information  about  tax  eff eel  • 
make  informed  decisions." 
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ldeed,  Morningstar  Inc.,  which  pro- 
is  the  data  for  business  week's  Mu- 

Fund  Scoreboard,  has  started  re- 
ing  aftertax  returns  on  funds.  Be 
warned  that  your  aftertax  returns 

differ  from  Morningstar's,  because 
ssumes  the  shareholder  is  in  the 
iest  U.  S.  income-tax  bracket  in  effect 
i  year.  Nor  does  Morningstar  take 
e  and  local  taxes  into  account. 

0  see  how  taxes  can  affect  fund  re- 
,s,  consult  the  table  at  right.  Look  at 
ility  Magellan  Fund  and  the  column 
ving  10-year  average  annual  returns, 
t  figure  includes  the  fund's  apprecia- 
and  assumes  the  investor  reinvested 
dividends  and  capital  gains— as  most 
Magellan's  10-year  average  annual 

1  return  for  the  period  ending  Aug. 
vas  18.5%.  But  after  taxes,  that's 

15.4%.  Roughly  17%  of  the  return 
eaten  away  in  taxes.  If  you  ranked 
se  50  funds  by  10-year  pretax  re- 
is,  Magellan  would  be  No.  2.  After 
is,  it's  No.  3. 

lot  too  great  a  difference.  But  consid- 
Vanguard/ Windsor  Fund:  With  a 
%  average  annual  pretax  return,  it's 
16  of  the  50  for  the  10  years.  But  af- 
taxes,  its  position  changes  markedly, 
h  an  11.3%  return,  Windsor  drops 
>0th  place.  In  sharp  contrast,  Van- 
rd  Index  500  Trust,  with  14.6%,  is 
27  pretax.  But  with  a  12.4%  aftertax 
irn,  the  fund  jumps  to  No.  19. 
IN6  pretty.  Aftertax  rankings  dif- 
from  traditional  rankings  because  of 
way  tax  laws  affect  mutual  funds, 
cally,  mutual  funds  make  money  two 
s:  from  interest  or  dividends  paid 
,he  securities  it  owns,  and  investing 
«curities  that  go  up  in  price.  The 
makes  mutual  funds  distribute  their 
income  and  proceeds  from  profit- 
:  security  sales,  or  "realized"  capital 
is,  and  they  must  do  so  before  the 
of  the  year  in  which  profits  were 
led.  Funds  can  also  dump  their  los- 
and  use  those  losses  to  offset  some 
hose  gains. 

[ow  much  capital  gains  the  fund  gen- 
res depends,  of  course,  on  the  overall 
e  of  the  stock  market,  but  also  on 
'  frequently  the  fund  trades.  "Buy- 
•hold"  funds,  or  those  with  "low  turn- 
H  typically  let  their  profits  ride  and 
le  infrequently.  They  generally  have 
er  capital-gains  distributions  and 
ler  aftertax  returns  than  a  fund  that 
les  more  frequently.  That,  says  John 
Bogle,  chairman  of  the  Vanguard 
'Up,  helps  to  explain  why  the  Van- 
rd  Index  500  Trust— which  doesn't 
ie  its  portfolio— beat  the  more  ac- 
•ly  managed  Windsor  Fund  after  tax- 
The  other  reason:  Windsor  often 
s  out-of-favor  stocks  with  higher- 
n-average  dividends  and  so  gener- 
5  more  income  than  the  index  fund, 
ndeed,  the  components  of  a  fund's 


THE  TAX  TEST: 
HOW  DOES  YOUR  FUND  STACK  UP? 

The  table  shows  pretax  and  aftertax  average  annual  returns  for  the  50  largest  equity  mu- 
tual funds  with  at  least  10-year  track  records.  The  pretax  return  is  appreciation  plus  rein- 
vestment of  dividends  and  capital  gains  distributions.  To  determine  trie  aftertax  return, 
Morningstar  Inc.  "taxed"  each  fund's  dividends  and  capital  gains  distributions  using  the 
maximum  federal  income  and  capital-gains  tax  rates  for  each  appropriate  year.  Short- 
term  and  long-term  capital  gains  are  taxed  at  the  same  rate.  The  column  "estimated  tax 
liability"  shows  the  percentage  of  a  fund's  assets  that  might  be  paid  out  as  taxable  gains 
were  the  fund  to  liquidate  alfits  holdings  today. 


til  nil 

rono 

Three-y 
annual 

Pretax 

ior  avg. 
return* 

Aftertax 

five-year  avg. 
annual  return* 

Pretax  Aftertax 

Ten-year  avg. 
annual  return* 

Pretax  Aftertax 

Est. 
tax 
liab. 

Net 

assets 

(bill.) 

FIDELITY  MAGELLAN 

24.2% 

20.8% 

20.8% 

17.7% 

18.5% 

15.5% 

21.9%  S29.8 

INVESTMENT  COMPANY  OF  AMERICA 

16.2 

14.5 

15.3 

12.9 

15.3 

12.5 

23.1 

18.5 

WASHINGTON  MUTUAL  INVESTORS 

18.0 

16.3 

14.9 

13.0 

15.3 

12.7 

22.2 

12.3 

VANGUARD/WINDSOR 

20.2 

17.1 

13.2 

9.9 

15.6 

11.3 

14.5 

10.6 

ili  t'Aiir  r  a  1 1 1  rv  /"v  r  a  aim  is*  a 

INCOME  FUND  OF  AMERICA 

17.5 

14.9 

13.9 

11.2 

14.2 

10.5 

10.3 

9.5 

JANUS 

19.9 

18.3 

21.0 

18.3 

15.0 

11.7 

11.2 

8.7 

FIDELITY  PURITAN 

19.9 

17  4 

14.8 

12.0 

15.0 

11.2 

17.5 

8.3 

VANGUARD  INDEX  S00 

16.2 

15.0 

15.6 

14.1 

14.6 

12.4 

13.0 

7.9 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

36.8 

36.7 

29.7 

28.6 

15.7 

13.9 

30.1 

7.5 

ut  kiiMi  «nn  /inn  i  iiiataii 

VANGUARD/WELLINGTON 

15.9 

14.0 

13.3 

10.8 

13.9 

10.7 

16.0 

7.4 

FIDELITY  EQUITY-INCOME 

19.8 

17.9 

13.3 

11.0 

1 3  6 

9.9 

17.9 

6.3 

DEAN  WITTER  DIVIDEND  GROWTH 

17.4 

16.3 

15.6 

14.0 

14.9 

13.0 

25.7 

6.2 

iiitiAiunK  /iiiri  i  rri  r v/  hi/ah p 

VANGUARD/WELLESLEY  INCOME 

17.4 

14.8 

14.7 

12.0 

14.6 

10.8 

10.4 

5.4 

AMERICAN  MUTUAL 

15  8 

13.4 

13.8 

11.1 

14.1 

11.1 

26.6 

5.3 

FIDELITY  CONTRAFUND 

32  0 

30  4 

27.5 

25.8 

18.1 

15.8 

14.4 

5.2 

AIM  WEINGARTEN 

14.8 

14.3 

17.1 

16.3 

14.5 

12.5 

12.0 

5.2 

TWENTIETH  CENTURY  SELECT  INVESTORS 

13.3 

115 

161 

145 

12.9 

10.9 

27.6 

5.1 

GROWTH  FUND  OF  AMERICA 

19.5 

17.8 

165 

14.3 

14.2 

12.0 

24.7 

5.0 

PUTNAM  FUND  FOR  GROWTH  &  INCOME  A 

16.1 

13  3 

149 

119 

15.0 

10.8 

11.7 

5.0 

TWENTIETH  CENTURY  GROWTH  INVESTORS 

18.1 

17.1 

19.6 

18.5 

14.1 

11.8 

26.9 

4.7 

PRUDENTIAL  UTILITY  B 

18.1 

16.1 

16.4 

14.0 

19.1 

15.6 

22.8 

4.7 

PIONEER  II 

15.2 

13 1 

122 

9.4 

11.6 

8.7 

NA 

4.4 

vpiini  pt aii  iiiam  n 

TEMPLETON  WORLD 

15.1 

1 1  5 

121 

9.1 

136 

10.3 

26.2 

4.4 

NEW  PERSPECTIVE 

13.7 

12  2 

1 4.5 

12.2 

15.2 

12.3 

7.4 

4.3 

AFFILIATED 

16.5 

13.6 

13.5 

10.6 

13.8 

9.9 

22.6 

4.2 

FRANKLIN  INCOME 

21.0 

17.6 

14.6 

10.9 

14.1 

9.6 

12.4 

3.8 

TEMPLETON  GROWTH 

16  1 

12.8 

14.5 

116 

146 

12.1 

25.5 

3.8 

INVESCO  INDUSTRIAL  INCOME 

19.5 

17.1 

18.2 

15.3 

16.5 

12.4 

2.0 

3.6 

FRANKLIN  UTILITIES 

20.1 

17  9 

15.7 

134 

15.0 

11.9 

170 

3.6 

IDS  NEW  DIMENSIONS 

21.6 

18  9 

20.8 

18.4 

162 

12.7 

23.5 

3.4 

MUTUAL  SHARES 

18.6 

16.4 

13.3 

10.3 

16.2 

12.9 

25.8 

3.4 

T.  ROWE  PRICE  INTERNATIONAL  STOCK 

94 

7.7 

125 

101 

17.5 

14.3 

12.2 

32 

DREYFUS 

11.9 

10 1 

11.5 

94 

11  1 

8.0 

198 

31 

NICHOLAS 

19.3 

180 

14.8 

13.4 

13/ 

118 

28.1 

3.1 

AMCAP 

18.0 

15.7 

15.0 

12.3 

126 

10.2 

NA 

3.1 

PHOENIX  BALANCED 

14.2 

11.5 

14.7 

12.3 

14.8 

11.1 

5.8 

3.0 

FIDELITY  DESTINY  1 

26.0 

223 

19.5 

16.1 

172 

13.2 

28.8 

30 

UNITED  INCOME 

17.7 

160 

157 

133 

16.7 

13.5 

320 

29 

FIDELITY  RETIREMENT  GROWTH 

20.9 

180 

17.3 

149 

158 

126 

18.1 

2.8 

IDS  MUTUAL 

17.2 

14.0 

13.3 

9.9 

14.3 

10.0 

12.9 

2.8 

PHOENIX  GROWTH 

12.6 

10.0 

14.1 

11.9 

14.7 

11.5 

4.3 

2.6 

PUTNAM  VOYAGER  A 

258 

23.5 

21  0 

18.7 

16.1 

13.5 

25.6 

2.6 

AIM  CONSTELLATION 

304 

30.3 

24.5 

22  6 

16.1 

13.0 

19.3 

2.5 

AMERICAN  CAPITAL  PACE  A 

146 

11.9 

13.9 

11.2 

11.2 

8.6 

NA 

2.5 

TEMPLETON  FOREIGN 

10.3 

7.9 

154 

12.7 

17.4 

15.0 

13.3 

2.4 

FIDELITY  GROWTH  COMPANY 

23.6 

22.3 

22.8 

21.1 

16.2 

14.4 

21.8 

2.3 

MERRILL  LYNCH  CAPITAL  A 

15.2 

12.9 

14.0 

11.5 

14.5 

11.3 

NA 

22 

MERRILL  LYNCH  BASIC  VALUE  A 

18.1 

160 

12.7 

10.6 

14.6 

11.8 

30.3 

2.1 

PIONEER 

15.6 

12.4 

12.5 

9.5 

11.7 

8.5 

63.4 

2.0 

VANGUARD  U.S.  GROWTH 

14.1 

13.6 

17.0 

16.5 

12.2 

9.3 

7.0 

2.0 

'Appreciation  plus  reinvestment  of  dividends  and  capital  gains  for  periods  ending  Aug.  31, 1993 

DATA:  MORNINGSTAR  INC. 


NA=Not  available 
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return  are  as  important  as  the  return  it- 
self. Conservatively  run  funds,  such  as 
income  funds,  equity-income  funds,  and 
balanced  funds,  make  interest  and  divi- 
dends a  priority,  and  these  are  taxed 
at  the  shareholders'  top  rate.  That  ex- 
plains why  the  10-year  aftertax  returns 
on  such  funds  as  Income  Fund  of  Amer- 
ica, Fidelity  Puritan,  and  Fidelity  Equi- 
ty-Income are  roughly  one-quarter  less 
than  their  pretax  returns. 

Now  look  at  Tw  entieth  Century  Ultra 
Investors,  which  invests  in  fast -growing 
companies  that  rarely  pay  dividends. 
The  fund  has  distributed  only  2K  in  in- 
come over  the  past  10  years.  During 
the  same  time,  it  tended  to  hold  on  to 
its  winners  and  thus  minimized  its  capi- 
tal-gains distributions.  As  a  result,  Ul- 
tra's aftertax  return  of  14%  was  89%  of 
its  pretax  return,  15.7%.  For  the  past 
three  years,  its  pretax  and  aftertax  re- 
turns are  virtually  the  same. 
L£ss  is  more.  Ron  Neville,  chief  financial 
officer  at  Twentieth  Century  Mutual 
Funds,  says  the  Ultra  fund  isn't  deliber- 
ately trying  to  avoid  capital-gains  distri- 
butions. That's  just  the  outcome  of  its 
investment  style,  which  focuses  on  com- 
panies with  accelerating  earnings.  "If  a 
stock  disappoints  us.  we  sell  it  and  don't 
hang  on."  he  says.  So  the  fund  usually 
has  realized  losses  that  can  be  used  to 
shelter  gains. 

While  comparing  pretax  and  aftertax 
returns  provides  insight  into  a  fund's 
past,  another  calculation  can  be  a  win- 
dow into  the  future:  "estimated  tax  liabil- 
ity." This  figure,  which  Morningstar  now 
reports  as  well,  sizes  up  unrealized  cap- 
ital gains  in  a  portfolio  and  expresses 
them  as  a  percentage  of  fund  assets. 

In  theory,  at  least,  the  more  unreal- 
ized gains  in  a  fund,  the  greater  the 
chance  that  they  will  be  realized.  That's 
0.  K.  for  longtime  investors  who  partic- 
ipated in  the  appreciation  of  those 
stocks.  But  what  happens  if  an  investor 
buys  a  fund  with  a  large  tax  liability, 
and  the  fund  sells  those  profitable  stocks 
tomorrow?  The  new  investor  who  paid 
top  dollar  for  those  stocks  when  invest- 
ing in  the  fund,  will  be  hit  with  the 
same  taxable  distributions  as  the  inves- 
tor who  was  in  for  years. 

Funds  with  big  tax  liabilities— or  "em- 
bedded gains"— can  surprise  investors, 
especially  if  the  portfolio  manager  de- 
cides to  start  taking  profits  because  he 
or  she  detects  a  change  in  the  market  or 
wants  to  change  the  fund's  strategy. 

But  many  funds  carry  unrealized 
gains  on  their  books  for  years,  if  not 
decades.  The  Pioneer  Fund,  for  instance, 
has  a  huge  63.4%  of  its  portfolio  in  unre- 
alized gains.  Pioneer  also  is  the  quin- 
tessential huy-and-hold  fund:  Its  600.000 
shares  of  Greif  Brothers  Corp.,  a  con- 


ii 


tainer  manufacturer,  were  acquired  40 
years  ago  for  S521.000  and  now  are 
w  orth  nearly  S24  million.  Nor  is  Pioneer 
quick  to  take  profits  on  the  rest  of  its 
portfolio.  Its  average  turnover  is  15%, 
vs.  80%  for  the  average  equity  fund.  So 
it  is  unlikely  that  the  fund  will  start 
dumping  stock  and  incurring  capital- 
gains  taxes  for  its  shareholders. 
GOLD  DIGGERS.  Perhaps  even  more  inter- 
esting—and potentially  more  profitable 
for  investors— is  the  concept  of  "embed- 
ded losses."  These  are  the  negative  tax 
liabilities,  or  tax-loss  carryforwards,  that 
some  funds  have  on  their  books  if  they 
have  made  poor  investments.  They  build 
up  because  mutual  funds  can't  distribute 
capital  losses  to  shareholders.  Funds 
can,  however,  hold  on  to  them  for  eight 
years  and  use  them  to  offset  gains. 

Not  surprisingly,  the  funds  with  the 
largest  negative  liabilities  are  gold  funds. 


which  despite  their  shining  1993  petorl 
mances  have  been  big  losers  for  asr 
decade.  Even  if  Lexington  Strategifa 
vestments,  the  year's  top-perfonku 
fund,  keeps  up  its  torrid,  118%  yealo 
date  return,  its  shareholders  won't  mn. 
to  pay  taxes  on  its  capital  gainsfc 
years.  It  has  tax  losses  amounting  I 
more  than  twice  the  assets  in  the  lie 
If  you're  convinced  a  beaten-up  ty]£u 
fund  is  about  to  rebound,  buyingjn 
with  tax-loss  carryforwards  can  I; 
smart  move. 

Of  course,  in  choosing  equity  nuBai 
funds,  taxes  should  not  be  the  priifrl 
consideration.  Investors  should  s*c 
the  funds  that  best  fit  their  finaiz 
goals  and  ability  to  take  risks.  Still,  It 
tax  rates  on  the  rise,  factoring  in  th<it 
pact  of  taxes  is  a  must  for  the  sopjfc 
cated  investor. 

By  Jeffrey  M.  Laderman  in  New  m- 


LOOKING  AHEAD  TO  FUND  TAXES 

The  average  equity  fund  has  an  estimated  tax  liability  or  1 2.9%.  That  means  if  the  fund 
were  liquidated,  roughly  13c  out  of  every  dollar  would  be  capital  gains  on  which  the 
shareholder  would  have  to  pay  taxes.  Investing  in  a  fund  that  already  has  large  unreali.c 
gains  raises  the  potential  that  the  investor  could  be  hit  with  a  taxable  distribution.  A  nec- 
tive  tax  liability  means  that  the  fund  has  suffered  large  losses.  The  good  news  is  that  the 
fund  can  use  those  losses  to  shelter  future  gains. 


'HIGH  LIABILITY'  FUHDS  1 

1    FUNDS  WITH  LEAST  TAX  LIABILITY 

fund 

Est.  fox  liability 

Fund                                             Est.  tux  linbi- 

PIONEER  63.4% 
FIDELITY  JAPAN  49.6 
METLIFE-STATE  STREET  EQTY.  INVSTMT.  A  49.1 
STATE  BOND  COMMON  STOCK  43 .9 

ACORN  43i_ 

VAN  ECK  INTERNATIONAL  INVESTORS  43.1 
PAINEWEBBER  REGIONAL  FINANCIAL  A  42.1 
ELFUN  TRUSTS  418 
SENTINEL  COMMON  STOCK  416 

NEW  ECONOMY  41_5_ 

AMERICAN  CAPITAL  EMERGING  GROWTH  A  41 .5 
STATE  BOND  PROGRESS  412 
SEQUOIA  411 
NATIONAL  TOTAL  RETURN  40.7 

SCHRODER  U.S.  EQUITY  40_4_ 

T.  R0WE  PRICE  NEW  HORIZONS  40.2 
F0RTIS  ADVANTAGE  CAP.  APPRECIATION  39.8 
FIDELITY  SELECT  HOME  FINANCE  39  6 

PFAMC0  SMALL  CAP  GROWTH  39  6 

NEW  YORK  VENTURE  38_9_ 

PBHG  GROWTH  38.4 
VANGUARD  SPEC.  G0LD/PREC.  METALS  38.4 
SMITH  BARNEY  SHEARS0N  GR.  &  0PP.  B  38.4 
FLAG  INVESTORS  TELEPHONE  INCOME  37.4 

MERRILL  LYNCH  BASIC  VALUE  B  37_3_ 

SELIGMAN  C0MM./INF0RMATI0N  A  37.1 
TWENTIETH  CENTURY  GIFTRUST  37.1 
SPECIAL  PORTFOLIOS  STOCK  36  8 

F0RTIS  GROWTH  36  4 

FPA  CAPITAL  36.1 


LEXINGTON  STRATEGIC  INVESTMENTS  -2651 

FLAGSHIP  UTILITY  INCOME  A  -167 

M0NITREND  SUMMATION  -127 

BOSTON  CO.  INTERNATIONAL  RETAIL  -117; 

CAPSTONE  NIKK0  JAPAN  -107! 


PUTNAM  CORPORATE  ASSET 
UNITED  SERVICES  GOLD  SHARES 
COLONIAL  STRATEGIC  INCOME  A 
UNITED  GOLD  &  GOVERNMENT 
PRUDENTIAL  GLOBAL  GENESIS  B 


-97 
-6C 
-54 
-53 
-41 


PUTNAM  STRATEGIC  INCOME  -46 

UNITED  SERVICES  EUROPEAN  INCOME  -43 

GAM  EUROPE  -34 

REYNOLDS  BLUE  CHIP  GROWTH  -33 

EXCEL  VALUE   -31] 

CENTURION  GROWTH  — 28| 

ALLIANCE  NEW  EUROPE  A  -26| 

JOHN  HANCOCK  FREEDOM  ENVIR.  A  -2sl 

UNITED  SERVICES  GROWTH  -22 

USAA  INVESTMENT  GOLD  -2]__ 

MONITREND  GOLD  -20. 

MERRILL  LYNCH  NATURAL  RESOURCES  B  -18 

G.T.  EUROPE  GROWTH  A  -17 

RODNEY  SQUARE  INTERNATIONAL  EQUITY  -16 

IDS  PRECIOUS  METALS  — 15f 

UNITED  SERVICES  GLOBAL  RESOURCES  -1 5 

INVESC0  STRATEGIC  ENVIR.  SVCS.  -15 

FAIRMONT  -14 

YACKTMAN  -13 

DFA  CONTINENTAL  SMALL  COMPANY  -1 2 


Dili  MORNINGSTAR  IKC 
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But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 

revenues? 

Hows  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  system  that  lets 


Mr  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 


as  sophisticated  as  a  telephone- 
to-computer  link.  Or  as  simple  as 


a  creative  way  to  use  voicemail 


In  the  end,  you  get  a  phone 


system  that  works  harder.  And  a 


ipital  Financial  Services. 
Their  revenues  are  tied 
•ectly  to  the  efficiency  of  their 
ione  system.  But  with  a  merely 
dinary  phone 
item  and 


agents  handle  nearly  four  times  as 
many  calls  a  day. 
As  a  result 
they  were 


business 


that  works  more  efficiently 


Call  us  at  I-800-ROLM-I23 


We'll  send  you  a  free  video 


:edious 


procedures, 
processing  their 
accounts  was  a  slow 
and  painful  ordeal. 
They  knew  there  had  to  be  a 


times  their  previous 
year's  revenues. 

All  in  all,  not 
too  shabby  —  for 
a  phone  system. 

You  see,  at 


ROLM  is  part  of  the  Siemens 
family.  The  world's  largest 
private  communication 
systems  manufacturer,  serving 
you  in  over  132  countnes 
around  the  world 
Talk  about  big  families. 


highlighting  a  number 
of  impressive  ROLM 
success  stories. 

Of  course,  you 
will  be  even  more 
impressed  when  you 
see  what  we'll  do 


rtter  way.  So  they  called  ROLM.        ROLM,  we  insist  on  learning 


for  your  business. 


And  we  did  something 
fferent.  We  asked  questions, 
/e  observed  their  business.  And 


every  last  detail  about  your 


business.  Who  calls  whom  at 


what  time?  What  happens  if 


A  Siemens  Company 
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INVESTIGATIONS  I 


STOCK-PICKING  MARVEL 

— OR  JUST  A  SLICK  OPERATOR? 


Rafi  Khan  has  attracted  zealous  supporters — and  several  lawsuits 


To  hear  his  small  army  of  fans  tell 
it.  Rafi  M.  Khan  is  more  than  just 
a  Beverly  Hills  stockbroker— he  is 
nothing  short  of  a  stock  market  wizard. 
The  son  of  a  Pakistani  diplomat,  the  43- 
year-old  Khan  is  quick  to  tell  visitors 
of  his  meteoric  rise  from  his  days  as  a 
pencil-pushing  insurance  actuary  to  a 
high-flying  stock-picker.  His  client  list,  he 
has  claimed,  includes  such  illustrious 
names  as  Salomon  Brothers 
and  the  Fidelity.  Putnam,  and 
Wellington  fund  groups.  And 
to  his  satisfied  customers. 
Khan  is  a  genius  at  picking 
undervalued  stocks.  "No  one's 
made  me  more  money  than 
Rafi  has."  marvels  Philip  J. 
Dubuque,  a  vice-president 
with  Chestnut  Hill  Manage- 
ment Corp.  in  Boston. 

But  his  detractors  contend 
that  there  is  another  side  to 
Rafi  Khan— a  dark  side.  They 
charge  that  Khan  is  nothing 
more  than  a  slick  operative 
who  manipulates  markets  and 
trades  on  inside  information. 
In  one  of  several  legal  skir- 
mishes involving  Khan.  U.  S. 
District  Court  Judge  John  E. 
Sprizzo  found  that  Khan  "com- 
mitted willful  perjury  in  this 
court  under  oath." 

Working  from  a  cramped 
office  on  Wilshire  Boulevard. 
Khan  waves  off  these  charges, 
including  Sprizzo's.  "Why  the 
man  had  such  a  hatred  for  me 
I'll  never  figure  out."  he  says. 
As  evidence  that  Sprizzo's 
statement  has  little  weight, 
he  pulls  out  a  notebook  of  brokers  he 
says  call  him  regularly  to  sample  his 
stock-picking  acumen.  "They  look  to  me 
for  guidance."  says  Khan,  nonchalantly. 
unusual  sway.  Khan  is  the  most  flam- 
boyant of  a  new  breed  of  swashbuck- 
ling stock  promoters  who  are  flourishing 
in  the  buoyant  stock  market.  He  de- 
lights in  skewering  short-sellers  who  of- 
ten attack  his  stock  picks.  For  instance, 
he  is  currently  embroiled  in  a  series  of 
bitter  lawsuits  with  shorts  over  Future 
Communications  Inc..  a  Texas  broadcast- 
ing and  cable  company  whose  stock 


soared  after  Khan  began  boosting  it. 
But  unlike  most  other  promoters,  he  of- 
ten turns  with  a  vengeance  on  compa- 
nies he  has  promoted  when  they  disap- 
point him.  They  often  return  the  favor. 
He  was  recently  sued  by  ICN  Pharma- 
ceuticals Inc..  one  of  his  promotions,  af- 
ter he  mounted  a  stalled  takeover  coup. 

The  lawsuits  illustrate  the  unusual 
sway  Khan  often  holds  over  some  of 


the  thinly  traded  issues  he  follows.  Khan 
has  been  one  of  Future's  biggest  boost- 
ers. In  June.  Khan,  who  owns  shares  in 
Future,  issued  a  highly  favorable  report 
that  helped  push  its  stock  to  as  high  as 
27  from  just  6%.  He  maintains  that  the 
company  is  attractive  l>ecause  new  cable 
television  rules  will  require  more  cable 
systems  to  carry  its  family-oriented 
programming. 

In  the  Future  suit,  shorts  allege  that 
Khan  and  his  current  employer.  Rey- 
nolds Kendrick  Stratton  Inc..  manipu- 
lated the  stock  of  the  Dallas  company  by 


placing  2.6  million  of  its  3.4  mfl 

shares  with  clients  and  family  memH 
Shorts  claim  the  maneuver  reqtH 
them  to  pay  for  193,676  shares,  \\ 
they  owed  clients  of  RKS,  at  an 
ly  hign  price  of  36  a  share.  At  the 
the  stock  was  not  trading  and  the 
recent  price  had  been  a  mere  27%. 
der  ies  the  shorts'  allegations  and 
he  has  no  control  over  his  clients' 
ings.  He  maintains  that  massive  she 
in  the  stock  created  a  situation 
shorts  were  unable  to  cover  their 
tions.  "Did  anyone  ask  them  to 
it?"  Khan  asks  with  a  laugh. 
tonka  fracas.  Khan  can  hardly 
off  the  suits  completely.  He  con 
that  he  has  been  interviewed  by 
curities  &  Exchange  Commission  in 
gator  about  the  Future  transa 
Khan  also  concedes  that  the  SE 
been  asking  questions  about  tradi: 
tivity  at  the  now-de 
Chelsea  Street  Securities 
a  suburban  Dallas  firm 
was  a  market  maker 
number  of  stocks,  incl 
Future  Communications, 
nolds  Kendrick  Str 
opened  a  Dallas  offic 
June,  hiring  most  of  Ch 
Street's  brokers. 

Khan's  most  tenacio 
versaries.  though,  are 
companies  in  w  hich  he 
taken  positions.  In  198' 
ter  selling  shares  in  toy 
Tonka  Corp.  to  his  instit 
al  clients  and  then  see; 
stock  sag.  Khan  filed 
against  the  company,  c 
ing  its  executives  with 
leading  investors  in  a  p 
offering  document  abou 
company's  revenue  gn 
Khan  says  that  suit  was 
to  protect  his  clients  wh 
bought  Tonka  stock 
who  owned  stock  in  the 
pany  himself,  event 
shared  in  the  S5  million 
Tonka  paid  to  settle  the 
according  to  Karl  L.  I 
bronne.  a  lawyer  for 
shareholders.  Khan  has  no  apok 
about  going  after  companies  tha 
once  promoted.  "My  responsibility 
my  clients  who  pay  me  commissi 
he  says. 

icn  Pharmaceuticals  found  tha 
earlier  this  year.  The  Costa  Mesa  (C 
drugmaker  filed  suit  against  Khz 
April,  charging  that  he  had  obtaine 
side  information  that  convinced  hi 
try  to  take  control  of  the  company, 
suit  also  said  Khan  failed  to  dis 
that  he  had  formed  a'  group  with  a 
ber  of  disgruntled  institutions  tha 
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WHO 

Knows    Money  Management 


BETTER  THAN 


THE     NAME  THAT 


inspired  it. 


IN  1830  Judge  SAMUEL  PUTNAM,  presiding  in  the  Massachusetts  SUPREME  COURT,  created  the  GUIDING 
PRINCIPLE  for  professional  MONEY  MANAGEMENT.  His  PRUDENT  MAN  RULE  states  that  when  managing 
a  client's  INVESTMENTS  one  should  be  PRUDENT,  and  treat  THEM  as  SAFELY  as  if  they  were  ONE'S  OWN. 
In  1937,  INSPIRED  by  this  INHERITANCE,  his  great-great-grandson  FOUNDED  our  COMPANY.  Since  then 
we've  been  THRIVING,  INNOVATING  and  LIVING  by  the  wise  judge's  RULE.  And  with  more  than  $60  billion 
in  FIXED  INCOME  and  EQUITIES,  it's  a  heritage  our  CLIENTS  continue  to  BENEFIT  FROM  today. 

A     TIME-HONORED     TRADITION      IN      MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 


Li 


i  nance 


tended  to  depose  management.  Khan, 
who  had  accompanied  management  on  a 
series  of  road  shows  in  early  1993  for 
the  stock  offering  of  an  icx  subsidiary, 
told  the  SEC  in  April  that  he  would  seek 
to  replace  the  board  of  ICN  Pharmaceuti- 
cals with  his  own  slate.  In  a  letter  to 
the  SEC  the  following  month,  Khan 
charged  that  ICX  Chairman  Milan  Panic- 
was  grossly  overpaid  and  that  ICN  board 
members  were  "spineless." 

"FRAUDULENT  CONDUCT."  The  ICX  fight 

has  been  bruising  for  Khan.  The  con- 
troversy led  to  his  resignation  in  March 
from  H.  J.  Meyers  &  Co.,  where  he  had 
been  a  broker  for  three  years.  Then  in 
May,  in  issuing  a  prelim- 
inary injunction  that 
barred  Khan  from  try- 
ing to  depose  ICN  man- 
agement, U.  S.  District 
Court  Judge  Sprizzo 
found  that  Khan's  testi- 
mony at  times  was  "will- 
fully false"  and  that  he 
had  traded  on  inside  in- 
formation. Khan  says  the 
charges  are  untrue.  An 
appeals  court  reversed 
the  injunction  but  not 
the  finding  of  perjury. 
ICX"  is  seeking  to  have 
the  injunction  reinstated 
and  is  pressing  ahead 
with  its  suit  against 
Khan,  which  seeks  dam- 
ages of  S25  million. 
"There  is  a  pattern  of 
fraudulent  conduct  and 
violating  U.  S.  securities 
laws,"  alleges  Arnold  I. 
Burns,  outside  counsel 
for  ICX,  of  Khan's  deal- 
ings with  his  client,  a 
charge  Khan  denies. 

Khan  received  notorie- 
ty for  making  allegations 
of  just  that  kind  against 
another  company  in 
which  he  owned  snares, 
AmBase  Corp.  In  1989, 
he  wrote  SEC  Chairman  Richard  C. 
Breeden,  alleging  possible  securities-law 
violations  at  the  troubled  financial-servic- 
es firm.  Eventually,  as  complaints  from 
institutional  investors  mounted,  the  com- 
pany's management  was  replaced. 

Ran'  Khan's  history  is  almost  as  color- 
ful as  his  most  recent  exploits.  Born  in 
Pakistan^  he  was  raised  in  London  and 
graduated  from  University  College  there 
with  a  degree  in  mathematics.  Finding 
work  as  an  actuary  too  dull,  he  joined 
Lonhro  PLC,  the  London-based  conglom- 
erate, in  1983.  He  left  in  1985,  and  six 
months  later  capitalized  on  his  stint 
there  by  issuing  a  massive  report  on 
the  company,  which  he  was  able  to  sell 


to  a  London  investment  firm  for  a  hefty 
sum.  Khan  says  that  the  report  was  in- 
strumental in  convincing  investors  such 
as  Michael  F.  Price,  manager  of  the  Mu- 
tual Series  Fund,  and  Martin  D.  Sass,  a 
New  York  institutional  investor,  to  pur- 
chase Lonhro  shares.  Price  could  not  be 
reached  for  comment.  Sass  says  he 
doesn't  recall  the  report  or  Khan. 

It  wasn't  until  he  arrived  in  the  U.  S. 
that  Khan's  career  really  took  off.  After 
an  unsuccessful  stint  in  Dallas  as  chair- 
man of  a  water-purification  company. 
Khan  decided  to  become  a  broker.  "I 
needed  to  make  money,"  he  says.  Taking 
a  job  with  the  predecessor  to  Wedbush 


THE  EXPLOITS  OF  RAF!  KHAN 


TONKA 


DECEMBER,  1989   Khan  files  a  class  action  on  behalf  of  share- 
holders against  Tonka  charging  the  company  misled  shareholders 
about  its  future  revenue  growth.  Tonka  settles  for  about  $5  million, 
with  Khan  receiving  an  undisclosed  portion  of  the  settlement. 


negative  news.  "Even  if  I  didn't  ge 
commission,"  he  says,  "I  figured  t 
remember  that  this  guy  was  no 
But  mostly  he  focused  on  the  up 
He  promised  to  deliver  stocks 
would  not  only  appreciate  but  w 
double  or  triple  in  price. 

His  tactics  have  attracted  manj 
lowers.  Putnam  Cos.  and  Fidelity 
vestments,  whom  he  has  identify 
clients  in  the  ICX  court  proceeding: 
cline  to  comment  about  Khan.  Bu 
vestment  managers  at  such  firm 
Glickenhaus  &  Co.  and  Chestnut 
Management  praise  Khan's  abilitA 
find   controversial   but  undervale 
stocks.  He  made  a  e 
timed  pick  of  McDofc 
Douglas  and  was  anp 
ly  backer  of  insurfc 
company  Conseco.  1 
days,  Khan  is  hi 
mainframe  comp 
maker  Encore  Con 
er  Corp.,  whose 


AMBASE 


DECEMBER,  1 989  Khan  writes  then-SEC  Chairman  Richard  C. 
Breeden,  alleging  securities-law  violations  at  this  troubled  financial 
services  company.  Under  pressure  from  other  institutional  investors, 
new  management  assumes  control  the  following  spring. 


ICN  PHARMACEUTICALS 


APRIL,  1 993   Khan  files  a  notice  with  the  Securities  &  Exchange 
Commission  saying  he  will  try  to  replace  ICN's  board  of  directors 
with  his  own  slate.  ICN  sues  Khan,  seeking  $25  million  in  damages 


FUTURE  COMMUNICATIONS 


SEPTEMBER,  1 993  Khan  and  his  firm,  Reynolds  Kendrick  Stratton, 
force  short-sellers  to  buy  1 93,676  shares  to  cover  their  positions  in  this 
broadcast  and  cable  company  after  NASDAQ  suspends  trading  in 
the  stock.  Short-sellers,  claiming  they  had  to  pay  an  artificially  high 
price,  sue  Khan  and  RKS,  alleging  market  manipulation. 

DATA:  BUSINESS  WEEK 


Morgan  Securities  in  early  1988,  Khan 
relocated  with  his  wife  and  three  chil- 
dren to  Los  Angeles.  Working  the 
phones  relentlessly,  he  boasts  that  with- 
in one  year  he  went  from  having  no 
client  base  to  being  one  of  the  firm's 
largest  producers.  "He's  the  most  ag- 
gressive person  I've  ever  met  on  Wall 
Street,"  says  one  fund  manager  who  was 
once  wooed  by  Khan. 

His  pitch  was  simple.  He  would  fax 
research  reports,  rarely  longer  than  a 
few  pages  and  always  in  oversize  type 
to  catch  the  eye  of  a  busy  fund  manag- 
er. Early  on,  he  would  focus  on  stocks 
that  he  expected  to  nose-dive  and  would 
hustle  out  faxes  ahead  of  any  possible 


has  gone  to  $4,  froi  i 
in  June. 

INFLATED  PRICES? 

recommendations 
have  attracted  short  I 
ers  who  believe  the 
es  of  his  picks  ter 
be  inflated.  Often, 
have  been  right, 
was  a  booster  of 
less  data  transmit 
company  Spectrunfi 
formation  Technolcle 
Inc.  last  spring,  jus  ^ 
fore  the  stock  triple  3 
news  of  a  contract  t 
American  Telephoi  < 
Telegraph  Co.  The  i  c 
collapsed  after  ques  r 
about  the  value  oi  li 
contract,  although  ]  i 
says  he  advised  hi  1 
ents  before  the  slic  t 
get  out. 

Khan    also    re  r 
mended  Kentucky  i 
tral  Life  Insurance  Co.  in  early    I:  i 
before  it  was  submarined  by  problei  w 
its  real  estate  loan  portfolio.  "If  I 
that  Rafi  is  involved,  I  take  a  look  a  » 
stock  to  short  it,"  says  Jonathan  Nfl 
man  of  Merriman  Capital  Manageimt 
who  shorted  Kentucky  Central. 

Whether  Khan  is  a  stock  pickew' 
traordinaire,  dangerous  malefactofc: 
merely  a  crafty  but  overhyped  a 
tion-getter,  there's  no  question  th£  t 
creasing  numbers  of  people  seem  1  i) 
watching  his  every  move.  But  for  i  r 
the  attention  could  well  become 
and  more  unwelcome. 

By  Amy  Barrett  in  Beverly  1  h 
Calif.,  with  Julia  Flynn  in  London 
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Semiconductors  •  Integrated  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors  ■ 

i 

K  IDEA  HAS  EARNED  US  STAMPS  hos  become  the  foundation  of  our  entire 

"MT  A  DDD  HV/A I  C\/CDV\\/U  CDC  W/C  comP°ny  Headquartered  in  the  U.S.A., 

Jl  ArrrSUVAL  LVlIM  WhCNI  WL  OU.  Motorolo  now  hos  more  thon  105,000 
Tipioyees  around  the  globe  dedicated  to  the  endless  pursuit  of  perfection  in  everything  we  moke  and  everything  we  do. 
igether  with  those  who  hove  chosen  our  products,  they  have  helped  make  us  a  world  leader  in  wireless  communi- 
fions,  semiconductor  technology  and  advanced  electronics.  Clearly  qualify  is  one  idea  that  knows  no  boundaries. 


M)  MOTOROLA 


Quality  Means  The  World  To  Us.™ 

®  ond  Motorola  ore  registered  trademarks  of  Motorola.  Inc.  ©  1993  Motorola  Inc. 


BY  GENE  G.  MARCIAL 


THE  ACTION  MAY 

NOT  BE  OVER 

AT  METROMEDIA... 


B 


illionaire  John  Kluge  may  have 
made  a  triple  play  with  his 
wholly  owned  Metromedia  Co. 
On  Sept.  14,  shareholders  of  Resur- 
gens  Communications  Group,  an  At- 
lanta-based provider  of  national  long- 
distance telephone  services,  and  LDDS 
Communications  in  Jackson,  Miss.,  an- 
other telephone  company,  approved 
their  merger  into  Kluge's  company. 
But  that's  not  the  big  story.  A  larger 
play  by  Kluge  is  already  in  the  offing 
as  a  result  of  the  deal. 

Here's  the  scoop:  Even  before  the 
merger  was  completed,  several  major 
telephone  and  media  companies  were 
talking  behind  the  scenes  with  Kluge 
to  acquire  the  new  company,  now  the 
nation's  fourth-largest  telecommunica- 
tions enterprise,  with  revenues  of 
about  $1.8  billion. 

A  New  York  investment  manager 
who  has  been  buying  Resurgens  shares 
believes  the  president  and  CEO  of  a 
major  West  Coast  cable-TV  giant  will 
soon  make  a  bid.  Kluge  owns  24%  of 
LDDS  Metromedia,  the  new  company, 
and  he  controls  more  than  50%  of  the 
vote  through  other  big  stakeholders 
with  whom  he  has  had  many  business 
dealings.  They  include  Resurgens 
Chairman  Michael  Marshall  and  Presi- 
dent and  CEO  Jack  Phillips,  who  each 
own  more  than  5%. 

ALLTEL,  a  telecommunications  com- 
pany that  Kluge  has  done  business 
with,  also  holds  a  24%  stake.  LDDS 
President  Bernard  Ebbers,  who  be- 
comes the  president  and  chief  execu- 
tive officer  of  the  new  company,  owns 
an  additional  5%. 

LIVES  FOR  DEALS.  Ebbers  acknowledged 
at  the  Sept.  14  LDDS  shareholders 
meeting  that  a  deal  may  be  in  the 
works.  Asked  about  buying  into  the 
cable  business,  Ebbers  said  that  a 
"large  cable  operator  may  want  to  buy 
LDDS  Metromedia,  instead." 

"I  wouldn't  be  surprised  if  Kluge 
makes  a  deal  to  sell  this  new  compa- 
ny," says  Craig  Ellis,  an  analyst  at 
Wheat  First  Securities  in  Richmond, 
Va.  "Kluge  lives  to  do  deals,"  he  adds. 
"This  three-way  merger  has  created  a 
new  telecommunications  giant  with  tre- 
mendous earnings  potential." 

Ellis  sees  the  earnings  of  the  new 
LDDS  Metromedia  rising  to  $1.70  a 


CEO  KLUGE:  WILL  HE  SELL  THE  NEW  GIANT? 


share  this  year  and  then  jumping  to 
$2.35  to  $2.45  next  year. 

On  Sept.  15,  the  first  day  of  trading, 
LDDS  Metromedia  closed  at  46'/»  a 
share.  Ellis  puts  the  value  of  the  com- 
pany's underlying  assets  at  $50  to  $70. 
One  big  investor  estimates  that  in  a 
buyout,  the  new  company  should  fetch 
a  cool  $72  a  share. 


...AND  KLUGE  MAY 
DO  A  'SCREEN'  PLAY 


John  Kluge  also  wants  to  make  a 
big  hit  in  the  movies.  So  he  is 
zeroing  in  on  Orion  Pictures, 
which  has  just  emerged  from  Chapter 
11.  To  many  analysts,  the  motion-pic- 
ture company  might  as  well  be  dead.  "I 
don't  think  Orion  will  ever  come  back 
to  become  a  major  player  in  the  film 
industry,"  says  one  analyst  at  a  large 
investment  firm. 

But  Kluge  appears  to  believe  oth- 
erwise. He  recently  raised  his  stake 
in  Orion  to  more  than  56%  through 
share  purchases  in  the  open  market. 
That  pushed  up  the  company's  stock 
price  from  2XA  on  June  14  to  8  on  Sept. 
15.  Kluge  has  also  personally  guaran- 
teed the  film  company's  senior  debt  of 
$300  million.  A  Metromedia  spokes- 
woman declined  comment. 

Why?  "He  understands  the  value  of 
Orion's  film  library  and  may  either 
buy  Orion  or  become  the  catalyst  for 
raising  its  stock's  price,"  figures  Steven 
Abernathy  of  New  York  investment 
firm  Cowen  &  Co  "Few  investors 
understand  how  to  build  a  company 
and  recognize  value  better  than  Kluge," 
he  adds. 

Abernathy  feels  that  Orion  will  soon 


attract  a  buyer.  As  cable-televism 
companies  open  more  channels,*; 
says,  they  are  scouting  for  compaiMc 
with  film  libraries.  He  notes  that  mmr 
film  libraries  have  become  scarce.  I 
The  analyst  puts  Orion's  book  v«> 
at  $8.30  a  share.  That,  plus  a  recurrj 
cash  flow  of  more  than  $2  a  sh 
says  Abernathy,  puts  the  currl 
worth  of  Orion  at  $16.  He  figures 
valuation  will  rise  significantly  ol 
the  next  two  years  as  debt  is  paid  I 
Orion  is  now  operating  under  I 
guidelines  of  the  Federal  BankrupJ 
Court,  which  stipulates  that  all  r 
nues  go  toward  paying  off  debt. 
Orion  is  allowed  to  lease  or  rent  ou 
library  of  750  films,  which  include  s 
goodies  as  Dances  With  Wolves, 
Silence  of  the  Lambs,  and  The  Add 
Family. 


AN  INSURER'S 
DIVIDEND 


Investment  manager  Ed  WachJ 
heim  Til  believes  the  stock  mar 
has  become  fully  priced.  So 
looking  for  low-risk  stocks  with 
cial  features  that  should  permit  t 
to  rise  sharply  even  if  the  overall  n 
ket  doesn't.  And  if  there's  a  buy! 
angle  thrown  in,  that  would  be  a  I 
bonus,  says  Wachenheim,  chairman  1 
CEO  of  Greenhaven  Associates  in  rj 
chase,  N.Y. 

Here's  one  that  Wachenheim  thi 
tils  the  bill:  Allmerica  Property  & 
ualty.  It  primarily  sells  auto  and  ho 
owner  policies  and  currently  trade 
59  a  share  on  the  Big  Board, 
company  is  well-positioned  in  its 
kets,"  says  Wachenheim,  who 
earnings  jumping  to  $7.25  a  share 
last  year's  $6.48— in  spite  of  claims 
huge  damages  caused  by  Hurric 
Andrew  in  Florida. 

But  the  best  incentive,  he  says 
the  possibility  of  the  company  befc 
bought  out  by  State  Mutual  Life  j 
surance,  which  owns  57%  of  Allmerj 
He  believes  there  have  been  ser 
discussions  between  top  people  at  t) 
companies  on  a  possible  merger  orl 
rect  acquisition  by  State  Mutual. 

An  acquisition  price  of  1.2  to 
times  book  value,  which  Wachenh 
figures  would  be  "ultraconservati 
would  mean  Allmerica  is  worth  $71 
$80  a  share.  But  if  there's  no  buyc 
Allmerica  would  still  be  "an  excil 
investment,"  insists  Wachenheim,  gi 
the  company's  strong  earnings  po1 
and  a  projected  book  value  of  $6 
share  by  1994. 


■ 
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Let's  say  you  run  a  major  airline.  And  let's  assume,  in  ^^j^jjT  Dl/W^ 

ion  typically  sell  235,000  tickets.  Then,  suddenly,  a  fare  war  hits.  The  demand  for 
ickets — and  on  your  reservation  system — can  triple.  That  means  you,  have  the 

Potential  to  sell  705,000    TICKETS  !f 

:omputer  systems  peak  capacity*  cant  handle  these  additional  calls,  they'll  go  to  the 
competition.  That's  why  a  number  of  airlines  have  specified  EMC's  disk  storage 
solutions.  They  allow  mainframe  and  midrange  computer  systems  to  dramatically 
ncrease  performance  without  costly  CPU  upgrades.  Now,  lets  assume  the  average  cost 
fa  ticket  is  $110.  If  your  computer  system  could  handle  all  those  incremental  calls, 
hat  would  mean  a  revenue  increase  of  over  IVIILUON  ^ 

1 

EMC's  disk  storage  solutions  are  designed  to  help  any  business  become  more  competitive, 
fye  how  we  can  help  you  handle  more  peak  performance  trans- 


itions by  calling  1-800- 424 -EMC2,  extension  GM368B. 


EMC 

THE  STORAGE  ARCHITECTS 


©  1993  EMC  Corporation.  EMC  is  a  trademark  of  EMC  Corp. 
Assumes  peak  capacity  of 590,000.  115,000  in  n-mmtal  calls  at  $110  per  ticket. 


I 


INTRODUCING  \ 
THEY  WORK  FASH 
BREAKS,  AND  ACT 


DESIGNED  AND  CONFIGURED  TO 
WORK  HARDER  AND  FASTER. 

This  is  much  more  than  just  another  new  line  of  PCs. 

These  are  role  models  tor  everyone  in  your  office. 

Dells  new  OptiTlex   PCs  are 

serious,  hard-working,  hard-core 

business  machines,  designed  to 

perform  in  the  workplace. 

Our  accelerated  local  bus  video 

kicks  all  your  standard  workday 

applications  into  high  gear.  Our 

systems  are  up  to  16%  faster 

Hard-working  t\xm  our  major  competitors'  PCs! 
dedicated,  flexible.  .  .  .. 

A  few  qualities  to  look  foi  As  any  spreadsheet  worker  will 

in  a  new  employee.  te\\  yQU)  that  .,jjs  up  fasti 

Every  OptiPlex  system  also  features  advancec 
Dell  optimized  Windows  'display  drivers.  We 
also  give  you  the  ever  popular  burst  mode 
memory  transfer  and  block  mode  IDE 
transfer.  (Translation:  things  go  faster.) 

And  to  spare  you  the  usual  set-up  hassles,  i 
we'll  have  your  PCs  ready  to  run,  right  out  ■ 
of  the  box.  You  can  have  your  choice  of  six 
network  interface  cards  factory- installed. 

We'll  also  be  quite  happy  to 
install  your  choice  from 
over  100  of  the  most 
popular  business  software 
applications.  All  you  pay  is  a  flat  $15 
installation  fee. 


in 
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in 
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We  give  you  up 
to  16%  faster 
overall  application 
performance  than 
our  leading 
1 1  >mpetitorst 


We  offer  guaranteed 
five-minute  response  to 

calls,  24  hours  a  day. 
See,  someone  does  work 
longer  hours  than  you. 


EASIER  TO  MAINTAIN,  SO  YOU 
GET  BACK  TO  WORK  FASTER. 

Nothing's  more  important  in  business  than  the  a 
to  quickly  bounce  back  from  adversity.  So  we've  mad 
OptiPlex  PCs  extraordinarily  easy  t 
service.  Our  unique  OptiFrame1Mc 
can  essentially  be  snapped  apart  afti 
turning  a  couple  of  thumbscrews.  M 
the  important  component  assemblie: 
then  be  removed  by  loosening  one  sc| 
per  assembly.  And  the  card  cage  lifts  | 
one  piece  for  easy  access  to  the  syste| 
board.  Meaning  no  cards  to  remove  or  cables  to  disconl 
or  hair  t<  i  pull  out. 

In  fact,  you'll  find  that  our  whole  company  is  easy  tc 
Dell  offers  a  unique  service  plan— our  SelectCare"  M  pn 
You  can  pick  and  choose  from  a  comprehensive  mem 
service  options  that  includes  everything  from  an  optii 
5-year  parts  and  labor  warranty  to  a  self-maintainer  p 
The  bottom  line  is,  you  pay  only  for  services  you  war 
need.  And  not  a  cent  for  those  you  don't. 

It's  this  kind  of  service  and  support  that 
has  made  Dell  the  winner  of  virtually  every 
major  customer  satisfaction  survey  in  the 
past  five  years.  It's  also  earned  us  a  place  in 
over  two-thirds  of  the  companies  in  the 
FORTUNE  500 : 

\nd  having  picked  up  over  $2  billion  in 
worldwide  sales,  we  think  we'll  keep  it  up  for 
a  little  while  longer. 


dim 


don't  hi 
push  hail 
at  the  n 
probl 


"Quarantees  available  in  t  SA  only  fin  registered  <«uiict\  of  DeU  Performance  Series  systems  purchased  after  7/1/92.  For  a  complete  copy,  please  call  our  TcchFux"'  line  at  1-800-950-1  329  or  i 

Some  products  and  promotions  not  available  in  Canaila  m  Mexico  'Business  leasing  arranged  by  Leasing  Group,  Inc.  H)n-$ire  service  hy  BancTec  Service  Corporation  On-s«e  sen-ice  may  not  be  available  n 
measurement  fn  NSTL  running  HAf\  o  \\\mark^2  on  comparable  ISA  systems  configured  siif>swntia//\  identical  to  the  Dell  OptiPlex,  each  with  equivalent  or  rrw.vtrrmm  allowable  external  cache  NSTL  is  not  af 
accordance  with  DeU  parameters  Results  from  other  tests  may  vary.  MS-D(  iS  and  Microsoft  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation.  The  Intel  Inside  logo  is  a  regis 
Electronics  Standards  Association  H')RTVNH  500  is  a  registered  trademark  of  The  Time  Inc.  Magazine  Company.  Dell  disclaims  proprietary  interest  in  the  marks  and  names  of  others  ©}99i  Dell  Comp\ 


RKAHOLIC  PCs. 
TAKE  SHORTER 
LAY  PLAN  AHEAD, 


READY  TO  GROW  AS  YOUR 
BUSINESS  GROWS. 

"here's  one  more  thing  we  built  into  these  PCs  that  is 
ispensable  to  any  successful  business.  Foresight. 

With  an  OptiPlex  L  system  you  can  easily 
upgrade  from  three  to  five  slots,  and 

from  three  to  five  drive  bays.  The 
=r     entire  chassis  upgrade  usually 
takes  but  a  few  painless  minutes. 
OptiPlex  systems  also  feature  an 
vffclilKWs^       easy  BICS  upgrade  -  by  way  of  flash 
RAM  so  there  are  no  chips  to  remove. 
With  the  system's  embedded 

vant  them  to  work       diagnostics  located  in  the  BIOS  as 
trder,  no  problem. 

ms  are  upgradeable      well,  that  too  is  an  easy  upgrade, 
tmm  Overdrive.         What's  more,  you  can  add  up  to 
1KB  of  cache  for  memory- intensive  applications.  All 
:ems  can  also  be  upgraded  to  Intel's  mighty  Pentium" 
erdrive™  processor  for  faster  system  performance. 
Ve  suggest  that  you  call  us  soon.  With  hard-working 
iness  machines  like  these  out  there,  you  might  want 
3ring  them  on  board  before  your  competitors  do. 

DCHLL 

TO  ORDER,  CALL 

800-225-4906 

HOURS:  MON-FRI  7AM-9PM  CT  SAT  10AM-6PM  CT  SUN  12PM-5PM  CT 
IN  CANADA*  CALL  800  668-3021  IN  MEXICO  CITY*  228-7811  #1 1T28 


rboretum  Blvd.,  Austin  TX  78759-7299.  Attention  Guarantees.  "Prices  valid  in  U  S  only 
tehmarkmg  performed  by  National  Software  Testing  Labs  on  8/10/93.  Independent  performance 
recommendation  or  endorsement  of  any  products.  BAPCo-prepared  tests  executed  by  NSTL  in 
lium  and  Overdrive  are  trademarks  of  Intel  Corporation.  VESA  ts  a  registered  trademark  of  Video 
Med 


DELL  OPTIPLEX.  PCs 


WHAT  YOU'LL  FIND  IN  ALL  OF 
OUR  OPTIPLEX  SYSTEMS. 


>  i486""  PROCESSOR  UPGRADEABLE 

TO  PENTIUM  OVERDRIVE 
'  UNIQUE  OPTIFRAME  CHASSIS  - 

DESIGNED  FOR  EASY  SERVICE 

AND  MAINTENANCE 
'  ACCELERATED  LOCAL  BUS 

VIDEO  WITH  DELL  OPTIMIZED 

WINDOWS  DRIVERS 
•  512KB  VIDEO  RAM  EXPANDABLE 

TO  1MB 
'  OPTIONAL  VESA  LOCAL  BUS 

SLOT(S) 

•OPTIONAL  128KB  CACHE 


•  4MB  RAM  EXPANDABLE  TO 
64MB 

•  EMBEDDED  DIAGNOSTICS 

•  ONE  DISKETTE  DRIVE 
(3.5"  OR  5  25"| 

•QUIETKEY™101  KEYBOARD 

•  MS-DOS !  6.0/MICROSOFT" 
WINDOWS  3.1  /MOUSE 

•  GUARANTEED-  NEXT  BUSINESS- 
DAY  ON-SITE  SERVICE 

•  GUARANTEED"  5  MIN.  RESPONSE 
TIME  SUPPORT— 24  HOURS/DAY 


FEATURED  BELOW  IS  JUST  A  SMALL  SAMPLE  OF  THE  THOUSANDS  OF 
CUSTOM  CONFIGURED  SYSTEMS  THAT  WE  OFFER  CALL  AND  TELL  US 
WHAT  YOUR  NEEDS  ARE  AND  WE'LL  BUILD  A  SYSTEM  TO  FIT  THEM. 


DELL  OPTIPLEX  433/L 

AAA    BUSINESS  LEASE  I 

51,999  |$74/MO. 

•  i486  DX  33MHz 

•  OPTIFRAME  L  CHASSIS 

•  170MB  IDE  HARD  DRIVE 

•  ULTRASCAN'"  1 4C  MONITOR 
(14",  1024  x  768,  28mm,  Nl) 


UPGRADE  TO  THE  DELL  OPTIPLEX 
433/MX  FOR  ONLY  $150  MORE 


DELL  OPTIPLEX  450/L 

£A    Jt  Jt  A  I  BUSINESS  LEASE  I 

52,449  $9i/mo. 

•  i486  DX2  50MHz 

•  OPTIFRAME  L  CHASSIS 

•  230MB  IDE  HARD  DRIVE 

•  1MB  VIDEO  RAM 

•  ULTRASCAN  15FS  MONITOR 
(15",  1024  x  768,  28mm,  Nl) 

UPGRADE  TO  THE  DELL  OPTIPLEX 
450/MX  FOR  JUST  $  1 50  MORE 


nformation  Processing 


SOFTWARE  I 


NOVELL  VS.  MICROSOFT: 
WHAT'S  BEHIND  THE  HATE 


A  failed  merger  produced  enmity,  prompting  Novell  to  try  and  help  snare  its  rival  in  an  antitrust 


o 


f  the  many  rivalries  in  the  per- 
sonal-computer industry,  for 
sheer  nastiness  it's  hard  to  beat 
the  one  between  Microsoft  Corp.  and 
Novell  Inc.  Microsoft  Chairman  William 
H.  Gates  III  now  blames  Novell  Chief 
Executive  Raymond  J.  Noorda  for  keep- 
ing alive  a  three-year-old  Federal  Trade 
Commission  antitrust  investigation  of 
Microsoft  that  has  recently  been  trans- 
ferred to  the  Justice  Dept.  He  has  pub- 
licly accused  the  69-year-old  Noorda  of 
"increasingly  paranoid  political  attacks" 
against  Microsoft.  Says  Gates:  "Ray  has 
a  tremendous  vendetta  against  us." 

For  its  part,  Novell  freely  admits  that 
it  has  played  a  key  role  in  trying  to 
snare  Microsoft  in  a  Federal  antitrust 
trap  (page  128 1 .  And  the  company  has 
been  open  about  its  role  in  providing 
ammunition  for  a  new  European  Com- 
munity monopoly  investigation  of  Mi- 
crosoft. Caught  in  the  middle  are  com- 
puter users  who,  because  Microsoft 
and  Novell  refuse  to  cooperate, 


have  troubles  of  their  own.  The  biggest 
problem  is  that  Novell  and  Microsoft 
can't  agree  on  the  code  to  make  Win- 
dows NT  communicate  with  Novell's  pop- 
ular NetWare  networking  software.  "It's 
a  nuisance,"  says  Adam  Ruef,  a  technical 
consultant  for  Mobil  Corp.,  in  Fairfax, 
Va.  "Now,  users  have  to  be  responsible 
for  somehow  assembling  all  the  neces- 
sary pieces." 

How  did  such  hatred  come  about? 
Maybe  it's  the  inevitable  result  of  a  flir- 
tation that  went  flat.  In  1989  and  again 
in  1991,  both  companies  now  confirm, 
Gates  and  Noorda  explored  a  bold  plan 
for  Microsoft  to  merge  with  Novell,  Mi- 
crosoft's chief  software  rival.  In  that  pe- 
riod, FTC  investigators  were  trying— 
with  little  success— to  figure  out  if 
Microsoft's  enormous  market  power- 
somehow  violated  antitrust  laws.  Only 
after  the  secret  merger  talks  came  to 
the  attention  of  the  FTC  in  December, 
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WILLIAM  GATES: 

RAY  NOORDA: 

He  wooed  Novell 

Despite  a  liking 

on  and  off  from 

for  independence, 

1989,  but  now, 

he  considered 

angered  by  Noor- 

Gates's  offers 

da's  cooperation 

but  now  thinks 

with  antitrust 

that  the  Microsoft 

probers,  he  says 

chief  may  have 

Noorda  has  made 

initiated  the 

"increasingly 

merger  talks 

paranoid 

mainly  to  pry 

political  attacks" 

secrets  out  of 

against  Microsoft, 

Novell  and  dis- 

because "he 

courage  it  from 

has  a  tremendous 

going  through 

vendetta 

with  a  planned 

against  us" 

acquisition 

1991,  did  the  case  gather  mome 
And  only  after  the  talks  finally  bro 
in  March,  1992,  and  Noorda  began 
erating  with  the  feds  more  fully,  d 
FTC  staff  feel  it  had  a  strong  c; 
present  to  the  commissioners. 
happy  holiday.  The  story  begins  i| 
vember,  1989,  when  Michael  R.  M 
then  director  of  Microsoft's  Netw 
Business  Unit,  first  floated  the 
idea.  With  Gates's  blessing,  Mic 
Executive  Vice-President  Steven  A| 
mer  called  Noorda  and  arranged  a 
ing  at  a  hotel  cafe  in  Houston  in 
November.  "I  was  surprised,"  rl 
Noorda.  "I  thought,  'Wow,  [GatI 
really  aggressive.'" 

At  the  time,  Microsoft's  long  rell 
ship  with  IBM  was  breaking  dowl 
Microsoft  was  in  need  of  a  new  all 
calls  Ballmer.  Noorda  liked  his  inol 
dence  and  told  Ballmer  so.  But  hi 
said  he  would  consider  a  merger,  i| 
to  fulfill  his  obligation  to  shar< 
ers.  Noorda  and  Gates  got  to; 


NFORMATION  PRCES 


igine  if  travel  were  simply  an  expression  of  your  own 
,  ly... imagine  that  as  soon  as  you  desired  being  there,  you  were 
>  re.  A  dream.  Of  course  there  is  always  Swissair.  Swissair  puts 
1 1  wherever  you  need  to  be,  to  1 10  destinations  all  over  the 

rid,  55  in  Europe  alone.  Via  a  quick  and  easy  jump  in  and  out 

!orich  or  Geneva,  where  time  saved  is  time  gained.  For 
I  ervations,  call  your  travel  agent  or  Swissair  at  800-221-4750. 

issair.  Time  is  everything:" 


"Gravity" 
by  Rob  Lang. 
Part  of  Swissair's 
Time  &  Motion 
Series. 

An  exhibit. 


L 
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NOVELL,  MICROSOFT,  AND  THE  FTC 


1  989 


NOVEMBER  IBM  and  Micro- 
soft agree  to  diwy  up  the 
market  for  operating  systems. 
Microsoft  approaches  Novell 
about  a  merger. 

The  Federal  Trade  Commission 
begins  to  look  for  collusion  in 
IBM-Microsoft  accord.  Justice 
refuses  to  give  clearance  for 
full  FTC  probe. 
DECEMBER  Microsoft  CEO 
Bill  Gates  enters  into  serious 
discussions  to  acquire  Novell 
for  roughly  $2  billion. 


1  990 


JANUARY  The  Novell-Micro- 
soft merger  talks  fall  apart. 


MAY  Justice  approves  infor- 
mal FTC  probe. 

JUNE  Microsoft  is  informed 
that  it's  the  target  of  a  probe. 

NOVEMBER  The  FTC  staff 
asks  commissioners  to  author- 
ize a  formal  investigation. 
The  commissioners  sit  on  the 
request  for  months. 


MARCH  Microsoft  announces 
that  it's  the  target  of  an  FTC 
investigation. 

APRIL  FTC  investigators 
begin  looking  at  how  Micro- 
soft's power  in  operating 
systems  helps  its  applications 
business. 

JULY  Novell  announces  plan 


to  buy  Digital  Research,  mak- 
er of  DR  DOS,  a  clone  of  Mi- 
crosoft's MS-DOS  operating 
system.  Gates  restarts  merger 
talks  with  Novell. 

DECEMBER  The  FTC  learns 
about  the  Novell  merger  talks 
for  the  first  time. 


MARCH  The  Novell-Microsoft 
merger  talks  collapse  again. 

Noorda  becomes  more  coop- 
erative with  the  FTC. 

DECEMBER  The  FTC's  Bureau 
of  Competition  issues  report 
recommending  federal  injunc- 
tion against  Microsoft  or  an 
administrative  action. 


FEBRUARY  Gates  visits  the  |i 
commission  in  hopes  of  get 
ting  the  FTC  to  back  off.  Th< 
commission  deadlocks.  , 

EARLY  TO  MIDYEAR  Case  i 
pared  down  and  focused. 

JUNE  Two  senators,  one  fro 
Novell's  home  state  of  Utah 
urge  that  the  case  go  to  Jus 
tice,  where  new  antitrust  chf 
expresses  interest. 

JULY  Gates  visits  the  commi 
sion  again.  Once  again,  thi 
FTC  deadlocks. 

AUGUST  The  FTC  closes  thet 
matter  and  hands  over  its  fi$ 
to  Justice,  which  is  now  re- 
viewing the  case. 


in  late  1989  to  outline  what  would  have 
been  a  $2  billion  buyout. 

Then,  all  of  a  sudden,  Microsoft 
stopped  calling.  On  Jan.  10,  1990,  when 
Noorda  says  he  called  Ballmer  to  find 
out  why,  he  was  told  that  Gates  was 
worried  about  the  programming  teams 
from  the  companies  collaborating  only 
across  a  computer  network  because 
Gates  "likes  to  roam  the  halls"  and  see 
how  the  work  is  progressing.  Microsoft 
says  it  balked  because  of  potential  tech- 
nical problems  in  merging  the  two  prod- 
uct lines  as  well  as  worries  about  a 
challenge  from  the  Justice  Dept.  Fur- 
thermore, "Bill  doesn't  like  doing  acqui- 
sitions," says  Microsoft's  Ballmer. 

Not  surprisingly,  Noorda  felt  spumed, 
and  the  seeds  of  mistrust  were  planted. 
He  suspected  that  Gates  might  have 
launched  the  talks  mainly  to  pry  secrets 
out  of  Novell,  a  charge  that  Gates  today 
labels  as  "slander." 

A  year  went  by,  and  Microsoft's  Mur- 
ray again  raised  the  idea  of  a  Novell 
merger.  The  reason?  For  one  thing,  de- 
spite alliances  with  IBM  and  3Com  Corp., 
Microsoft  was  getting  nowhere  in  the 
market  with  LAN  Manager,  its  competi- 
tor to  Novell's  NetWare,  the  top-selling 
program  for  local-area  networks.  On  July 
19,  Noorda  says,  Gates  called  to  restart 
merger  talks.  "At  first  I  thought  it  was  a 
joke,"  he  recalls. 

Gates,  however,  was  dead  serious. 
And  here's  where  the  motives  on  both 
sides  get  murky.  Noorda  is  convinced 
there  was  only  one  reason  for  Gates' 
call:  Two  days  earlier  Novell  had  an- 
nounced plans  to  buy  Digital  Research 
Inc.,  a  $50  million,  Monterey  (Calif.)  soft- 
ware maker  whose  chief  product  was 


DR  DOS,  a  rival  to  Microsoft's  MS-DOS. 
Digital  Research  had  just  5%  of  the  $1 
billion  market  for  IBM-compatible  PC  op- 
erating systems,  but  with  Novell  as  a 
parent,  it  could  be  a  more  serious 
threat.  Gates  says  DR  DOS  had  nothing 
to  do  with  the  merger  idea. 

Noorda  met  with  Gates  on  a  July 
weekend  in  the  American  Airlines  Admi- 
rals Club  lounge  at  San  Francisco  Inter- 
national Airport.  Gates,  according  to 
Noorda,  barely  bothered  to  say  "hello"  as 
he  breezed  into  the  conference  HHHi 
room  and  reiterated  his  inter- 
est in  a  corporate  marriage. 
"There  was  only  one  stipula- 
tion," says  Noorda.  "Gates  told 
me,  'That  dri  thing  has  to 
go.' "  Then,  Noorda  says  he 
raised  the  possibility  that 
Washington  might  block  the 
merger  of  the  No.  1  and  No.  3 
players  in  the  market.  Gates's 
reply,  says  Noorda:  "Don't 
worry,  we  know  how  to  han- 
dle the  federal  government." 
Gates  denies  having  made  the 
remark. 

suspicious.  Ballmer  agrees  I 
that  Microsoft  wanted  to  remove  DRI 
from  the  picture— but  for  a  totally  differ- 
ent reason.  It  was  clear,  he  says,  that  a 
merger  with  Novell  would  never  get 
government  approval  if  it  included  the 
purchase  of  Microsoft's  biggest  MS-DOS 
competitor.  Furthermore,  he  says,  it's 
absurd  to  suggest  that  a  multibillion  dol- 
lar' merger  was  pursued  just  to  eliminate 
a  tiny  rival.  "The  attraction  to  us  was  al- 
ways the  opportunity  to  get  the  client 
[Microsoft's  desktop  software]  and  serv- 
ers [Novell's  network  software]  to  work 


Two  years  into 
the  probe,  the 
FTC  staff  felt 
its  case  against 
Microsoft  was 
weak— then  it 
learned  of  the 
Novell  talks 


together  in  a  profound  way,"  he  m 
"You  couldn't,  in  any  sense,  justB 
deal  financially  on  the  [DR  DOS]  issfe. 

Noorda  says  he  once  again  felt  h(fc; 
a  duty  to  shareholders  to  explorejtl 
opportunity.  Novell  might  have  fet 
as  much  as  $13  billion,  a  50%  preifo 
over  its  market  value,  which  hadB 
rocketed  since  1989.  Still,  both  N*( 
and  Novell  General  Counsel  Dav|] 
Bradford  say  they  suspected  Gatesw; 
merely  trying  to  delay  the  DRI  deal 
bmmj      By  now,  the  FTC  to; 

nearly  two  years  int  i 
investigation,  but  thej^ 
still  felt  it  had  a  'e; 
case.  It  wasn't  until  aeo 
ference  call  with  Novl 
December,  1991,  tha* 
FTC  learned  of  the  N<fe 
Microsoft  talks.  Durinjtt] 
call,  FTC  lawyer  Norri ! 
Washington  asked  Ncl< 
point-blank  about  hisfc 
tionship  with  Micrcfei 
The  Novell  chief,  whdi; 
been  playing  his  (IT1 
close  to  his  vest,  fc 
Washington  about  |) 
"There  was  a  long  sikli 
It  was  just  very  p 


merger  talks, 
recalls  Noorda. 

on  the  other  end  of  the  phone." 

Soon,  in  March,  1992,  the  seconcK 
veil-Microsoft  merger  talks  collapal 
and  their  relationship  turned  uglylf* 
ready  leery  of  Gates'  sincerity,  Ncr< 
says  he  called  off  the  negotiations  'k( 
he  learned  that  Gates  was  also  plaij^i 
to  buy  data-base  maker  Fox  Softjt: 
Inc.— a  deal  he  didn't  tell  Noorda  aft 
Noorda  began  cooperating  more  ill 
with  the  FTC,  joining  companies  sui 
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INFORMATION  PROiSJ 


A  message 
about  quality 
we  swear 
won't  bore  you 
half  to  deatn. 

Particularly  if  you're  a  local  telephone  company 

In  die  last  couple  of  years,  we've  heard  a  lot  from  you,  our  customers,  about  what  you 
needed  so  you  could  serve  your  customers  better 
We  listened.  And  we're  seeing  the  results. 

Like  the  evolution  of  the  AT&T  5ESS®  Switch.  And  its  software.  When  we  analyzed  downtime 
data  submitted  to  the  FCC  by  local  telephone  companies,  we  found  that  our  5ESS  Switch  had 
four  times  less  downtime  than  our  nearest  competitors  switches.  And  ten  times  less  downtime 
than  the  next. 

And  no  matter  what  business  your  customers  are  in,  a  minute  of  downtime  can  mean 
thousands  and  thousands  of  dollars  of  business  they  can't  do. 

To  get  the  results  we  did,  you  need  both  great  hardware  and  great  software. 

That's  why  we  bit  the  bullet  and  implemented  a  Total  Quality  Management  System  for  the 
software  of  the  5ESS  Switch.  Which  meant  we  had  to  totally  retool.  Revamp.  Rethink. 

The  result?  A  95%  improvement  in  delivering  software  that  works  the  first  time  out,  and 
every  time  out.  Which  set  a  new  standard  in  the  industry  And  can  significantly  cut  your 
maintenance  costs. 

This  means  that  instead  of  worrying  about  fixing  software  problems,  you  can  invest 
in  generating  new  services  like  advanced  video  applications. 
Which  ought  to  please  your  customers  no  end. 
And  that  isn't  so  boring,  is  it? 
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nformation  Processin 


Lotus  Development  Corp.  and  Borland 
International  Inc.  in  helping  the  govern- 
ment build  a  case.  Soon  Microsoft  exec- 
utives had  a  new  nickname  for  the  folk- 
sy, avuncular  Noorda:  "the  grandfather 
from  hell."  Ballmer  now  calls  Noorda 
and  company  "a  bunch  of  wily,  shark 
business  people." 

Both  Microsoft  and  Novell  brought  on 
hired  guns  to  do  battle  before  the  FTC. 
Microsoft  picked  Patricia  P.  Bailey,  a 
former  FTC  commissioner.  Novell  signed 
up  onetime  FTC  General  Counsel  Michael 
N.  Sohn  and  the  Washington  public-rela- 


tions firm  of  Fleishman  Hillard  Inc.  Wor- 
ried that  the  Feds  would  take  no  ac- 
tion, Noorda  asked  Sohn  to  analyze  the 
prospects  for  a  private  lawsuit.  Sohn 
advised  that  it  would  be  the  legal  equiv- 
alent of  Vietnam  for  Novell. 

The  cold  war  between  Novell  and  Mi- 
crosoft is  still  in  full  cry.  In  addition  to 
fueling  the  EC  monopoly  suit,  Novell  has 
been  instrumental  in  keeping  the  FTC 
investigation  alive.  Gates  learned  that 
the  Justice  Dept.  had  agreed  to  take 
up  the  FTC  probe  just  as  he  was  about 
to  address  securities  analysts  at  Mi- 


crosoft's Redmond  (Wash.)  headqualers 
Ignoring  the  recommendation  of  hfed 
visers  to  avoid  the  topic,  he  lauijhei 
into  a  tirade  about  the  antitrust  injfet: 
gation  and  an  attack  on  Noorda. 

Meanwhile,  customers  are  grclti; 
tired  of  the  feud.  "They  have  an  otg£ 
tion  to  resolve  this  issue,"  says  Rtl  c 
Mobil.  If  they  can't  patch  up  their  (Sei 
ences— and  figure  out  how  to  makebr 
their  software  is  compatible— they  pn 
to  lose  a  lot  more  than  a  grudge  rtkc 

By  Mark  Lewyn  in  WashingtonMi 
Richard  Brand!  in  San  Francisco  \s 


HOW  MICROSOFT  WOUND  UP  IN  JUSTICE'S  UP 


Soon,  the  Justice  Dept.  is  expect- 
ed to  decide  whether  to  pursue  a 
civil  antitrust  suit  against  Mi- 
crosoft Corp.  After  a  three-year  probe 
by  the  Federal  Trade  Commission  in- 
volving hundreds  of  depositions  and 
millions  of  documents,  the  case  is  al- 
ready the  biggest  antitrust  probe  in 
more  than  a  decade.  If  Justice 
proceeds,  it  could  reshape  a  vital 
industry  and  redefine  antitrust 
policy  for  the  Information  Age. 

Or  the  case  could  once  again 
be  caught  up  in  the  politics  of 
Washington  and  Silicon  Valley 
and  fall  into  the  time  warp  of 
the  federal  bureaucracy.  Certain- 
ly, the  history  of  the  FTC  probe 
could  serve  as  a  cautionary  tale 
of  slow-moving  bureaucrats  try- 
ing to  regulate  a  fast-moving  in- 
dustry. In  pursuing  Microsoft,  the 
FTC  wasted  its  first  year  trying 
to  prove  collusion  with  IBM— even 
though  the  two  companies  had 
almost  stopped  speaking. 

As  for  politics.  Justice  Dept. 
officials  don't  have  to  wait.  Even 
before  the  FTC  prepared  for  its  final 
July  21  vote,  two  members  of  the  Sen- 
ate Judiciary  Committee  announced 
that  if  the  commissioners  deadlocked 
again,  as  they  had  in  February,  the 
case  should  be  handed  over  to  Justice. 
One  was  Senator  Howard  M.  Metzen- 
baum  (D-Ohio).  The  other  was  Orrin  G. 
Hatch  (R-Utah),  home  of  Microsoft 
nemesis  Novell  Inc.  Gates  asks,  rhe- 
torically: "Orrin  Hatch  comes  from 
what  state?  Who  [do  you  think]  talked 
to  him?"  Noorda  did  call  the  senator's 
office  to  thank  him,  a  Hatch  aide  says. 
REDUCED  CHARGES.  From  the  start,  the 
FTC  probe  hit  snags.  First,  the  Justice 
Dept.  was  reluctant  to  give  permis- 
sion to  FTC  staffers  to  take  on  such  a 
high-level  probe,  taking  six  months  to 
give  the  green  light.  The  next  hang-up 


was  by  FTC  commissioners,  who  took 
six  months  to  give  staffers  the  powers 
to  issue  subpoenas. 

Despite  delays  and  unfamiliarity 
with  of  the  computer  industry,  by  late 
1992  the  staff  had  what  it  thought  was 
a  strong  case— centered  on  charges 
that  Microsoft  appeared  to  make  its 


ANTTTRUST'S  BINGAMAN  PUSHED  FOR  A  REVIEW  BY  JUSTICE 


software  incompatible  with  rival  prod- 
ucts and  uses  a  particular  discount 
scheme  to  freeze  out  competitors.  So 
confident  were  FTC  staffers  that  they 
took  the  unprecedented  step  of  recom- 
mending an  immediate  injunction 
against  Microsoft  while  a  court  case 
was  prepared. 

But  the  politics  of  the  commission 
may  have  predetermined  the  deadlock: 
Two  commissioners  favor  tough  enforce- 
ment, two  are  laissez-faire  types,  and 
the  potential  tie-breaker,  Roscoe  B.  Sta- 
rek  III,  recused  himself,  citing  an  undis- 
closed financial  conflict.  The  commis- 
sioners did  agree  to  a  second  review, 
and  the  staff  scrambled  to  streamline 
its  case.  "Instead  of  charging  them  with 
murder,  kidnapping,  and  rape,  we  just 
chose  kidnapping,"  says  a  staffer. 


ll 


As  the  July  vote  neared,  Gates  j 
with  the  FTC  commissioners.  He  fd 
a  soul  mate  in  Deborah  K.  Owe 
conservative  who  seemed  sympathi 
But  he  didn't  get  along  nearly  as 
with  the  others.  When  one  suggej 
that  Microsoft  could  be  more  coop 
tive  by  previewing  its  programs! 
rivals,  Gates,  says  an  FTC  staj 
retorted  sarcastically:  "Sub 
you  want  to  be  a  Commuj 
about  it,  we  could  do  that."  Q 
won't  confirm  the  comment,) 
says  he  grew  impatient.  "I 
seem  to  think  that  was  ra 
socialistic,"  he  recalls. 

After  the  second  FTC  dead 
it  was  a  short  trip  to  Jus 
Anne  K.  Bingaman,  the  new 
trust  chief,  had  called  the 
commissioners  in  July  to  si 
they  would  relinquish  the  ( 
One,  who  wanted  the  issu 
die,  angrily  told  Bingaman 
she  had  no  right  to  take  c 
But  Bingaman  persisted.  "W 
effect,  could  act  as  the  fifth 
missioner,"  she  says.  And  IV 
Lou  Steptoe,  director  of  the  FTC's 
reau  of  Competition,  did  her  part, 
der  law,  an  attorney  in  her  office 
the  authority  to  pass  the  case  to 
tice,  unless  the  FTC  revoked  that  po 
In  late  July,  she  informed  the  com 
sioners  of  her  intention  to  do  so  w 
24  hours.  Owen  attempted  to  for 
vote,  but  couldn't  muster  a  seconc 
What  will  Justice  do?  It  should 
cide  by  October  whether  to  purs 
serious  probe,  says  a  senior  off 
there.  If  the  evidence  warrants,  Bi 
man  could  bring  charges  by  as  earl 
February  or  March.  But  if  Justice 
move  quickly,  the  issue  will  agaii 
consumed  by  the  infighting  in  but! 
software  industry  and  in  Washinj 
By  Mark  Lewinx,  with  Catherine  I 
in  Washington 
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CABLE  RIVALS,  THE  INFORMATION  SUPERHIGHWAY 

CHANNELS 

MAY  ARRIVE  YEARS  SOONER  THAN  EXPECTED 


I  t's  an  unlikely  spot  to  find  what 
I  could  he  the  future  of  the  telephone 
Wt  industry.  The  dingy  Art  Deco  struc- 
ture is  like  so  many  other  old  Bell  Sys- 
tem buildings  dotting  American  down- 
towns. But  step  inside  the  Chesapeake 
&  Potomac  Telephone  Co.  office  in  Ar- 
lington, Va.,  and  take  a  tour.  Past  the 
equipment  that  switches  phone  calls  for 
the  Washington  suburb  lies  a  sealed-off 
room  housing  shiny  new  IBM  computers. 
They're  no  ordinary  machines— they  hold 
dozens  of  movies,  TV  shows,  and  educa- 
tional programs  that  have  been  turned 
into  computer  code.  By  punching  in  a 
few  numbers  on  their  phones,  some  Ar 
lington  residents  can  have  these  shows 
zapped  across  the  phone  lines  ana  into 
their  TV  sets.  Here's  where  \ 
the  information  superhigh- 
way—or at  least  a  small 
stretch  of  it— is  being  laid. 

What  the  Bell  Atlantic 
Corp.  subsidiary  is  up  to  is 
unusual,  but  it's  hardly 
unique.  Its  experiment,  whj^i 
tests  new  technology  to  pump 
digital  video  over  copper  phone  wires 
rather  than  over  costly  fiber-optic  ca- 
bling, is  just  one  of  dozens  of  video 
projects  under  way  at  the  nation's  phone 
companies.  Indeed,  while  the  cable-TV 
industry  has  hogged  the  spotlight  in  the 
information-superhighway  derby— with 
shrewdly  timed  announcements,  lobbying 
campaigns,  and  huge  deals— such  as  ca- 


WEEP 

POCKETS  GIVE 
THE  BELLS  A 
BIG  EDGE 


ble  operator  Viacom  International  Inc.'s 
proposed  takeover  of  Paramount  Com- 
munications Inc.,  the  race  is  only  just 
beginning.  And  the  phone  companies  are 
now  making  their  moves.  The  result: 
The  information  superhighway  could  pull 
up  to  U.  S.  homes  sooner  than  many  ex- 
perts expected. 

Like  Bell  Atlantic,  companies  rang- 
ing from  Nynex  to  American  Telephone 
&  Telegraph  have  been  quietly  work- 
ing on  ways  to  deliver  interactive  video 
and  reams  of  other  information  to  PCs 
and  TV  sets  in  homes  and  offices  (table, 
page  132).  These  companies  may  be  new 
to  video  and  don't  know  their  way 
around  Hollywood  yet,  but  they  have 
some  big  advantages.  A  century  of 
switching  signals  to  millions 
of  phone  lines  and  keeping 
trjrffk  of  whom  to  bill  for 
what  gives  them  a  leg  up  on 
cable  companies  when  it 
comes  to  managing  interac- 
tive TV.  And  the  phone  com- 
panies are  already  ahead  of 
cable  operators  in  upgrading 
backVme  networks  with  the  fiber  lines 
neede\for  advanced  video  services.  Fi- 
nally, strong  balance  sheets  will  allow 
them  to  raise  billions  to  complete  their 
rebuilding  programs. 

Of  course,  phone  companies  have  dis- 
advantages, too,  including  more  strin- 
gent regulations  than  those  cable  compa- 
nies face.  But  now  some  of  the  biggest 


regulatory  barriers— the  ones  tha 
kept  the  seven  Baby  Bell  regions 
panies  out  of  video— are  falling.  Ii 
many  industry-watchers  call  a  wat 
decision,  on  Aug.  24,  a  federal 
struck  down  as  unconstitutional  tl 
tion  of  the  1984  Cable  Act  that  bi 
Baby  Bells  from  creating,  owni 
even  packaging  video  programmii  d 
tributed  inside  their  telephone  s  id 


regions.  (In  Bell  Atlantic's  Arlingt 
periment,  the  programming  suj 
control  how  the  shows  are  preser 
LEGAL  AMMO.  "This  decision 
heats  up  the  race,"  says  ThorrB 
Gage,  a  vice-president  at  Gemini 
suiting,  a  high-tech  advisory  fil 
Morristown.  N.  J.  Although  the  I 
applies  only  to  Bell  Atlantic,  whicl 
the  lawsuit,  if  the  decision  is  ui 
the  reasoning  behind  it  should  pi 
legal  ammunition  for  other  phone  <i 
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to  get  their  video  restrictions  re- 
id  as  well.  The  federal  judge  found 
barring  phone  companies  from  vid- 
?rvice  violates  their  First  Amend- 
rights.  The  other  Baby  Bells,  along 
GTE  Corp.  and  Rochester  Telephone 
.,  have  asked  the  judge  to  rule  that 
lecision  applies  nationwide. 
>r  years,  the  local  phone  companies 
argued  that  unless  they  can  profit 
the  creation  and  sale  of  program- 
;— rather  than  just  transmitting  the 
;ent"  for  others— it  would  not  be 
hwhile  for  them  to  invest  heavily  in 
ading  their  networks  to  handle  dig- 
video  and  other  data.  Neither  the 
ruling  allowing  Baby  Bells  to  partic- 
;  in  information  services  nor  last 
's  "video  dial  tone"  ruling,  which 
lits  local  phone  companies  to  con- 
et  video  pipelines  to  homes,  was 
'gh  to  induce  the  local  phone  compa- 


nies to  pump  money  into  video.  The 
Federal  Communications  Commission's 
video  dial  tone  decision  carried  big  re- 
strictions, including  a  rule  that  kept 
Baby  Bells  from  owning  more  than  a 
5%  stake  in  the  programming. 

Now,  with  the  liberating  August  rul- 
ing in  hand,  Bell  Atlantic  plans  to  turn 
itself  into  a  programming  powerhouse 
that  could  challenge  such  giants  as 
Home  Box  Office  Inc.  and  Nickelodeon. 
The  Philadelphia-based  company  is  bet- 
ting that  it  can  be  first  with  such  inter- 
active services  as  home-education  pro- 
grams in  which  viewers  answer 
questions  and  receive  a  grade  at  the 
end.  "We  are  going  to  be  a  very  good 
competitor  for  the  cable  companies," 
boasts  Bell  Atlantic's  chairman  and  CEO, 
Raymond  W.  Smith  (page  134). 

Other  Baby  Bells  seem  intent  on  be- 
coming very  good  allies  with  cable  com- 


panies. In  May,  U  S  West  Inc.  an- 
nounced a  $2.5  billion  investment  in  ca- 
ble and  programming  giant  Time  War- 
ner Inc.  Under  it,  the  two  will  rebuild 
Time  Warner's  cable  systems  so  they 
can  offer  video-on-demand  services.  The 
huge  deal,  orchestrated  by  U  S  West 
CEO  Richard  D.  McCormick,  could  clear 
the  way  for  more  such  megadeals.  Even 
now,  industry  executives  say  Viacom  is 
courting  several  Baby  Bells  to  join  in 
the  $8.2  billion  alliance  with  Paramount. 

Meanwhile,  Southwestern  Bell  Corp. 
has  agreed  to  buy  two  Washington-area 
cable  systems  outright.  If  approved  by 
regulators,  the  $650  million  deal  with 
Hauser  Communications  Inc.  will  be  the 
first  in  which  a  U.  S.  phone  company 
has  taken  over  a  domestic  cable  opera- 
tor. These  deals  follow  by  several  years 
Baby  Bell  investments  in  video  services 
overseas.  Ameritech  Corp.  is  part-owner 
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of  a  New  Zealand  cable  system  while 
Nynex,  Southwestern  Bell,  and  U  S 
West,  along  with  partners  that  include 
U.S.  cable  companies,  have  built  ad- 
vanced networks  that  bring  telephone 
and  cable-TV  service  into  British  homes 
over  a  single  line  (page  13HI.  That  expe- 
rience could  be  a  big  edge  if  they  get  a 
clear  go-ahead  to  create  such  hybrid  net- 
works in  the  U.  S. 

In  addition  to  the  local  phone  compa- 
nies, the  U.  S.  long-distance  giants  have 
video  schemes  of  their  own.  AT&T,  for  in- 
stance, wants  to  build  a  system  of  com- 
puters and  advanced  switches  that 
would  store  and  send  digitized  video 
programs,  acting  as  the  national  link  for 
the  local  phone  and  cable  systems  that 
reach  consumers'  homes.  Sprint  Corp. 
recently  announced  that  it  has  built  the 
first  nationwide  system  that  uses  new 
phone-switching  technology  called  asyn- 
chronous transfer  mode,  or  ATM,  that 
its  backers  say  can  send  video  signals  as 
easily  as  voice  calls.  MCI  Communica- 
tions Corp.  also  is  eyeing  video  services, 
though  it  has  announced  no  firm  plans. 
ROBOSHOPPER.  What  this  all  points  to  is 
an  accelerating  race  to  deliver  the  long- 
promised  services  of  the  superhighway: 
movies  on  demand,  interactive  video 
town  meetings,  long-distance  medical  di- 
agnosis, and  more  sophisticated  forms 
of  TV  shopping,  to  name  a  few.  If  the 
phone  companies  get  final  clearance,  the 
race  to  beat  cable  giants  to  market  could 
move  up  completion  of  a  national  infor- 
mation superhighway  long  before  the 


2015  target  established  by  federal  policy- 
makers, says  Joseph  S.  Kraemer,  a  tele- 
com consultant  at  Deloitte  &  Touche. 

Certainly,  the  financial  clout  of  the 
phone  companies  could  be  a  decisive  fac- 
tor, since  the  superhighway  network 
could  cost  hundreds  of  billions  to  build. 
"Phone  companies  have  access  to  huge 
amounts  of  capital,"  says  Kidder,  Pea- 
body  &  Co.  analyst  Steven  R.  Yanis. 
Phone  companies  have  higher  credit  rat- 
ings on  average  than  cable  companies, 
allowing  them  to  raise  funds  more 
cheaply  on  the  debt  market.  They  also 
enjoy  huge  cash  flows  from  their  phone 
businesses.  And  two-thirds  of  the  states 
have  modified  their  regulations  to  make 


it  easier  for  the  phone  companies  b  I 
tify  the  big  investments  needed  •  i 
grade  their  networks,  Yanis  saysf 

The  local  phone  companies  havAl 
big  advantages,  too.  Even  now,  jufc 
of  U.S.  households  get  cable,  Ih 
phone  wires  reach  nearly  everyonrA 
phone  company  computers  are  mi 
to  account  for  the  millions  of  tips 
tions  that  would  cross  an  interact* 
network.  Phone  companies  also  w 
less  tangible  advantage:  far  bett«j 
tomer  relations.  Indeed,  the  repiiti 
for  bad  service  by  cable  companijju 
a  big  factor  when  Congress  voted|> 
regulate  the  industry  last  year.  I 
FREE-FOR-ALL.  The  phone  companion 
be  more  inclined  to  team  up  tharfc 
Analysts  expect  more  deals  like  till 
West-Time  Wamer  alliance,  giving* 
companies  a  shortcut  into  progralnj 
or  a  way  to  reach  beyond  their  hole 
gions.  Other  combinations  coulfc 
weak  cable  operators  with  local  h 
companies  to  jointly  build  a  vidahi 
work,  though  such  alliances  coukra 
antitrust  concerns.  Still  others  com; 
marriages  between  titans.  The  inlsi 
grapevine  is  still  abuzz  about  AT&rjc 
ing  forces  with  Tele-Communicik 
Inc.,  the  largest  cable  operator!!1 
mix-and-match  alliance-buildingsoi 
produce  several  wild  years  as  t§ 
dustries  sort  things  out.  "Some 
you'll  cooperate,  some  places  you'Bc 
pete,"  says  Brian  L.  Roberts,  prod* 
of  cable  operator  Comcast  Corp.  I 

Splicing  cable  and  phone  comb 


THE  PHONE  INDUSTRY'S 
VIDEO  SCHEMES 

Phone  companies  want  to  build  informa- 
tion highways  that  will  send  interactive 
video  and  other  digitized  data  to  your  liv- 
ing room  as  readily  as  phone  calls. 


AMERITECH  Building  fiber-optic  lines  close  to  major  customers.  Testing  several  iters 
active  video  services.  Part  owner  of  a  New  Zealand  cable  system. 

AT&T  Wants  to  build  a  national  network  of  computers  to  store  and  forward  moviesBO 
other  "content"  to  local  distributors,  such  as  cable  companies  and  Baby  Bells. 

BELL  ATLANTIC  Testing  new  video-delivery  technology  and  plans  to  rebuild  mucbt 
its  system  for  interactive  services.  Also  entering  the  video-programming  busine:-. 

BELL  SOUTH  Has  rebuilt  much  of  its  network  with  fiber  lines,  though  not  to  hone. 
Installing  advanced  ATM  switching  technology  that  could  send  video  to  homes 

GTE  Few  concrete  plans,  but  has  named  a  vice-president  of  video  services.  Teste 
an  interactive  network  in  Cerritos,  Calif. 

MCI  Hasn't  talked  much  about  interactive  services.  But  has  $4.3  billion  in  cash  In 
sale  of  20%  to  British  Telecommunications.  I 

NYNEX  Major  player  in  the  British  market  for  cable-phone  systems,  but  says  littlj 
about  U.S.  plans.  Will  test  interactive  video  services  in  New  York  City. 

PACIFIC  TELESIS  Held  inconclusive  talks  with  cable  companies  to  cooperate.  Plain 
rewire  California  for  information  highway  by  2015.  Plans  to  test  video  on  demail 

SOUTHWESTERN  BELL  Buying  two  Washington  (D.C.)-area  cable  TV  systems  fo|  i 
$650  million.  Says  little  about  its  video  plans  in  home  region.  Also  in  British  mate 

SPRINT  Claims  it's  first  phone  company  to  offer  a  national  network  of  advanced 
ATM  switches  for  video  traffic  to  big  customers.  Few  disclosed  video  plans. 


U  S  WEST  Its  $2.5  billion  investment  in  cable  giant  Time  Warner  Inc.  transform* 
phone-cable  competition.  Plans  to  rewire  its  phone  territory  for  two-way  video  s|- 
vices.  Owns  half  of  a  British  cable-phone  system. 


i 
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SPEC! 


Nonstop  to  London. 
Showers  expected  upon  arrival. 


British  Airways'  new  arrival  facilities  at  London's  Heathrow  and  Gatwick  airports  are  making  quite  a  splash.  Now, 
ClubWorld^and  First  Class  passengers  can  enjoy  a  hot  shower  and  breaktast  or  even  catch  up  on  business  in  our 
private  lounge.  You'll  be  off  to  a  flying  start.  It's  the  way  \iv  make  you  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 

The  world's  favourite  airline 


li 


together  remains  a  tricky  undertaking. 
"There  are  so  many  restrictions  to  us 
working  together."  says  Lee  G.  Camp. 
CEO  of  Pacific  Telesis  Group's  Pacific 
Bell  Information  Services,  that  he  gave 
up  looking  for  a  partner.  For  example, 
the  ban  keeping  Bell  companies  out  of 
long-distance  phone  service  also  pre- 
vents them  from  carrying  video  beyond 
local  calling  areas,  limiting  their  appeal 
to  cable  partners. 

With  recent  developments  such  as  the 
Bell  Atlantic  ruling,  however,  industry- 
watchers  and  Wall  Street  are  beginning 
to  anticipate  the  end  of  the  old  restric- 
tions. And  they're  viewing  the  phone 
giants  in  a  far  more  optimistic  light. 
Just  a  few  months  ago,  it  seemed  (on 
Wall  Street  at  least  i  that  the  cable  com- 
panies had  the  information  superhigh- 
way sewn  up  and  were  read}'  to  sweep 
into  local  phone  service,  too.  A  lot  of 
investors  believed  that  "the  phone  com- 
panies are  dinosaurs."  says  Kidder 
Peabody's  Yanis.  Following  the  August 
court  decision,  shares  of  the  Babv  Bells 


have  risen.  But  cable  stocks  climbed, 
too— apparently  on  the  belief  that  they 
will  benefit  from  alliances  with  the 
phone  companies. 

Now.  Wall  Street,  cable  executives, 
and  other  phone  companies  are  watching 
Bell  Atlantic  closely  as  it  wires  60,000 
homes  in  Alexandria,  Va.,  next  door  to 
Arlington,  with  fiber-optic  lines.  The 
system,  which  could  take  up  to  18 
months  to  construct,  will  provide  direct 
competition  with  the  city's  incumbent 
cable  system,  operated  by  Jones  Inter- 
cable  Inc. 

INTERIM  STEP.  In  particular,  the  observers 
want  to  see  just  how  the  phone  compa- 
ny surmounts  technical  hurdles— and  at 
what  cost.  For  the  Arlington  experi- 
ment, which  has  only  Bell  Atlantic  em- 
ployees as  customers,  the  company  is 
using  existing  lines  instead  of  stringing 
fiber-optic  cable  all  the  way  to  homes, 
which  would  cost  81.000  to  S1.500  per 
line.  Instead.  Bell  Atlantic  is  relying  on  a 
technique  called  asymmetric  digital  sub- 
scriber line,  or  ADSL,  that  can  shoot  the 


digital  bits  that  make  up  a  movift 
show  from  Bell  Atlantic's  coirp 
over  copper  phone  lines  intoB 
rooms.  And  customers  can  stilfc 
calls  while  watching  a  movie. 

Cable  companies  dismiss  th« 
technology,  which  was  develogB 
Bellcore,  the  research  arm  of  thp 
Bells.  One  prominent  cable  ex« 
calls  the  Bell  Atlantic  ADSL  trial 
stunt,"  noting  its  location  near  theta 
of  many  members  of  Congress  al 
ployees  of  federal  regulatory  aaj* 
Indeed,  the  current  state-of-the-a4 
system  is  limited  in  that  it  can  fe* 
one  program  at  a  time  to  a  hop 
though  a  new  version  capable  of 
four  different  programs  to  four  & 
the  works.  And  adsl's  picture  J 
while  acceptable,  is  only  about  al 
as  that  of  videotape.  Finally.  adsI 
provide  some  advanced  features  I 
video  phone  calls.  In  fact,  Bell  J* 
says  ADSL  is  largely  an  interim  tj 
ogy  that  it  will  use  while  it  establ 
market  for  on-demand  program) 


BELL  ATLANTIC  REACHES  FOR  THE  STARS— IN  H0LLYW00E 


Michael  Lasky  is  your  typical  bi- 
coastal  entertainment  execu- 
tive. He  used  to  acquire  mo- 
vies for  the  video  division  of  Carolco 
Pictures  Inc.  in  Los  Angeles.  Before  that, 
he  lived  in  New  York  City,  where  he 
bought  movies  for  the  Showtime  premi- 
um cable  network.  Now,  he  is  in  Arling- 
ton, Va..  working  for  the  phone  company. 
Bell  Atlantic  Corp. 

Say  what?  "If  you  had  told  me  a  year 
ago  that  I  would  be  working  at  a  phone 
company.  I'd  have  said  'Get  out  of  here.' " 
laughs  Lasky.  Like  many  entertainment 
types,  he  figured  the  Baby 
Bells  were  bureaucratic, 
boring,  and  staid— quite  un- 
like the  freewheeling  atmos- 
phere at  Hollywood  studios 
such  as  Carolco.  Yet  after 
hearing  about  Bell  Atlantic's 
high  ambitions  in  multime- 
dia programming,  Lasky 
took  a  flyer.  Now,  six 
months  later,  he  is  con- 
vinced that  Bell  Atlantic  is 
an  entertainment  company 
for  the  21st  century. 

Granted,  Bell  Atlantic 
owns  neither  a  movie  stu- 
dio nor  a  cable  network.  Its 
BELL  ATLANTIC'S 
BUSK  KIN:  STARGAZER 
AMOUNTS  TO  A  MALL 
FOR  INTERACTIVE  VIDEO 


top  executives  still  talk  more  about  asyn- 
chronous transmission  than  about  Single 
White  Female.  But  in  a  recent  court  rul- 
ing. Bell  Atlantic  won  the  right  to  sell 
entertainment  programs  over  its  tele- 
phone network.  And  the  Baby  Bell  fully 
intends  to  take  on  such  multimedia  gi- 
ants as  Time  Warner  Inc.  and  the  pro- 
posed Paramount-Viacom  combine. 
navigational  aid.  What's  more,  Bell 
Atlantic  thinks  it  can  lead  the  way  in 
one  critical  area:  the  evoking  business  of 
helping  viewers  navigate  the  bewildering 
choices  promised  by  interactive  televi- 


sion. On  the  eighth  floor  of  Zfc 
Arlington  office  building,  La; 
other  employees  are  developii 
ticated  interactive  system  wi 
name  of  Stargazer. 

Basically.  Stargazer  turns 
into  a  shopping  mall  for  vid( 
By  pressing  buttons  on  a 
trol,  you  can  call  up  every 
movies  and  TV  shows  to  intern 
mercials  and  home  shopping* 
theoretical  concept,  either:  m 
toon-like  representation  of  a  I 
ly  appears  on  the  TV  screen,  fe 
tic  executive 
mall  is  intendi 
the  Stargaze 
easy  for  teel 
died  viewers. 

Programs  ai 
options  are  ai 
and  down  hall 
an  elevator  U 
the  viewer  fn 
floor.  The  Stai 
totype  featur* 
studio  store  se 
videos  and  m 
phernalia.  Ot 
offer  vintage 
programming  f 
educational  s 
features  on  1 
fitness. 

For  now,  B( 
is  testing  only 


134  BUSINESSWEEK/SEPTEMBER  27,  1993 


i  keep  cable  operators  at  bay.  Lat- 
•  company  plans  to  rewire  most  ar- 
rth  fiber. 

I,  no  U.  S.  cable  system  can  yet 
at  the  Bell  Atlantic  ADSL  service 
)day:  allow  a  viewer  to  oVder  a 

or  other  show  and  h 
m  the  TV  set  in  a  min- 

two.  Most  cable  compa- 
y-per-view  setups  offer 
i  few  hit  movies  and 
it  set  times.  For  the 

companies,  "technology 
really  the  obstacle  here, 
ms  of  getting  [vid^u] 
es  to  homes  and  busi- 
I  It's  regulatory  barriers,"  says 
R.  Edson,  vice-president  of  busi- 
levelopment  at  Ameritech. 
jed,  the  regulatory  arena  is  where 
ost  violent  clashes  between  cable- 
i  phone  companies  are  occurring, 
lewed  rate  regulation  limits  their 
r  to  invest,  the  cable  companies 
•ying  foul  at  the  possibility  that 
ills  will  use  profits  from  their  local 


o  oVder  a 
ave  \t  ap- 

Investors 

see  the  bells 

IN  A  NEW 
LIGHT 


phone-service  monopolies  to  fund  the 
replacement  of  copper  wires  with  fiber 
or  coaxial  cable.  They  contend  that 
phone  companies  should  not  be  allowed 
to  offer  video  services  until  there  is  vig- 
orous competition  in  local  phone  service, 
including  by  cable  players. 

The  debate  may  come  to  a 
head  this  fall  when  Congress 
is/scheduled  to  discuss  sev- 
eral bills  to  loosen  regula- 
tions. The  Bell  Atlantic  video 
ruling  is  a  wake-up  call  to 
legislators  and  regulators  that 
if  they  don't  reshape  commu- 
nications policy,  the  courts 
will.XAlready,  the  ruling  opens  up  the 
possibility  that  Baby  Bells  can  simply 
buy  local  cable  companies  to  get  into 
video,  though  Bell  Atlantic  says  it  has 
no  plans  to  do  so.  Such  a  move  could  re- 
place two  monopolies  in  each  commu- 
nity with  one  huge  one— a  development 
sure  to  raise  public  apprehension. 

But  the  momentum  appears  to  be  on 
the  local  phone  companies'  side.  AT&T's 


$12.6  billion  deal  last  month  to  buy  Mc- 
Caw  Cellular  Communications  Inc.  gives 
the  Baby  Bells  more  leverage  in  their 
push  for  deregulation.  Through  the  new 
alliance,  they  say,  AT&T  can  reenter  local 
phone  service  through  wireless  connec- 
tions. And  if  AT&T  can  get  into  local  ser- 
vice, the  Baby  Bells  say  they  should  be 
allowed  into  long  distance. 

Clearly,  there  will  be  winners  and  los- 
ers in  both  the  cable  and  phone  indus- 
tries. It  is  as  risky  to  be  too  early  to  the 
interactive  video  market— with  products 
that  don't  quite  work— as  it  is  to  be  too 
late.  But  with  the  right  mix  of  technolo- 
gy, services,  and  partners,  the  phone 
industry  could  take  a  leading  role  in 
building  the  information  superhighway. 
And  it  could  speed  up  the  construction, 
ending  years  of  hype  and  bringing  the 
Information  Age  into  American  living 
rooms  sooner  than  anyone  expected. 

By  Bart  Ziegler  in  New  York,  with 
Kathy  Rebello  in  San  Francisco,  Lois 
Therrien  in  Chicago,  Peter  Burrows  in 
Dallas,  and  bureau  reports 


)n  of  Stargazer  in  the  house- 
i  of  its  employees  in  northern 
!ut  the  company  plans  to  ex- 
test  to  400  and  later  1,000 
,  And  it  will  soon  ask  the  Fed- 
unications  Commission  for  per- 
test  the  system  with  outside 

■ears  from  now,  Bell  Atlantic 
ell  Stargazer  throughout  its 
Jgion.  The  Baby  Bell  may  also 
hardware  and  software  to  ri- 
)ne  and  cable  companies.  Ar- 
kin,  president  of  information 
Bell  Atlantic,  says  the  compa- 
ady  talking  to  more  than  20 
ianies.  "We're  not  doing  this 
e  a  piece  of  the  $20  billion  ca- 
,"  says  Bushkin,  "We  have  our 
luch  larger  target." 
HLAR  BABY?  Bushkin  wants 
to  become  an  industry  stan- 
avigating  interactive  TV.  That 
w  Bell  Atlantic  to  break  into 
I  lucrative  markets  such  as 
pping  and  banking,  since  it 
receive  a  percentage  of  the 
result  from  using  the  Stargaz- 
Bushkin  also  wants  to  charge 
ent  for  space  in  his  electronic 
divisions  one  or  two  "anchor" 
jus  an  array  of  specialty  stores, 
tany  streams  of  revenue,  says 
nteractive  video  services  could 
|  be  worth  billions  in  new  rev- 
3ll  Atlantic. 

shkin  faces  keen  competition, 
tier,  Tele-Communications,  Via- 
Irican  Telephone  &  Telegraph, 
Apple  Computer,  and  Ameri- 


tech are  all  developing  software  for  inter- 
active TV  systems.  Time  Warner  execu- 
tives point  out  that  while  Bell  Atlantic- 
has  expertise  in  areas  such  as  digital 
switching,  it  can't  draw  on  the  savvy  of 
Home  Box  Office  and  Warner  Brothers 
Inc.  "Technology  is  not  the  major  compo- 
nent in  creating,  packaging,  and  market- 
ing products  to  consumers," 


says    Bob  Zitter, 
senior  vice-president  for  technology  oper- 
ations at  HBO. 

Outside  observers  also  note  that  tele- 
phone companies  have  a  checkered 
record  in  divining  consumer  tastes: 
"Phone  companies  commit  classic  mar- 
keting mistakes,"  says  Jerome  Lucas, 
president  of  consulting  firm  TeleStrate- 


gies.  "These  are  the  guys  whose  prede- 
cessors brought  you  the  video  phone  dur- 
ing the  Sixties." 

For  its  Arlington  test,  at  least,  Bell 
Atlantic  has  assembled  an  impressive  ar- 
ray of  Hollywood  studios  and  TV  net- 
works: Walt  Disney,  Paramount  Pictures, 
NBC,  HBO,  and  USA  Network,  to  name  a 
few.  This  month,  employees  can  order 
movies  such  as  The  Fabulous  Baker  Boys 
and  A  League  of  Their  Own.  But  Bell 
Atlantic  got  all  this  programming  gratis 
in  return  for  sharing  its  market  research 
from  the  test.  Now  it  must  renegotiate 
those  deals  for  real  money. 
hacker  heaven.  To  cultivate  Hollywood 
and  retailers,  Bushkin  has  recruited  in- 
dustry veterans  such  as  Lasky  and  Bob 
Townsend,  a  former  top  executive  at 
Home  Shopping  Network.  These  days, 
they  mingle  with  computer  hackers,  who 
are  writing  interactive  software,  and  tele- 
communications experts,  who  focus  on 
digital  switching  and  video  servers.  Bush- 
kin has  also  hired  people  from  the  cata- 
log and  travel  industries  to  help  Star- 
gazer break  into  those  businesses. 

For  good  measure,  Bushkin  has 
thrown  in  one  executive  with  experience 
at  Qube,  a  failed  effort  at  interactive 
cable  TV  that  Warner  Communications 
Inc.  and  American  Express  Co.  started  in 
1976.  With  an  almost  $50  million  annual 
budget  on  the  line,  Bushkin  doesn't  want 
to  repeat  the  mistakes  of  such  pioneers. 
Stargazer  is  a  nifty  brand  name,  and  he 
would  hate  for  it  to  be  an  ironic  epitaph 
for  another  foolhardy  foray  into  interac- 
tive television. 

By  Mark  Landler  in  Arlington,  Va. 
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BRITAIN  RACES  AHEAD 

DOWN  THE  DATA  SUPERHIGHWAY 


Countries  on  the  Continent,  hobbled  by  regulation,  are  playing  catch-up 


As  U.  S.  phone  companies  wrestle 
with  regulatory  problems  and  be- 
gin to  noodle  with  the  ins  and 
outs  of  video  programming,  they  might 
do  well  to  take  time  out  for  a  trip  to 
London's  run-down  borough  of  Lewis- 
ham.  There,  above  a  bowling  alley,  past 
a  receptionist  seated  behind  bullet-proof 
glass,  down  a  corridor  of  temporary 
room  dividers,  behind  which  sit  a  bee- 
hive of  telephone  sales  workers  with 
heavy  cockney  accents,  is  what  the 
Americans  are  hoping  someday  to  ac- 
complish. In  a  large  office  with  floor-to- 
ceiling  banks  of  computers  and  record- 
ers downloading  TV  shows  from 
satellites,  a  technician 
sits  nearby,  wolfing 
down  french  fries. 

This  is  the  nerve  cen- 
ter for  Videotron  Corp., 
a  unit  of  Montreal's  Le 
Groupe  Videotron,  the 
second-largest  cable-TV 
operator  in  Canada  and 
the  owner  of  cable  fran- 
chises cutting  a  half- 
moon-shaped  swath 
from  northwest  to 
southeast  London.  It 
may  not  be  fancy,  but 
Videotron  is  definitely 
on  the  cutting  edge.  Its 
communications  net- 
work, developed  with 
BCE  Inc.,  the  parent  of 
Bell  Canada  and  owner 
of  31%  of  Videotron's 
British  operation,  offers 
the  futuristic  services 
that  media  moguls  in 
the  U.  S.  only  dream  about. 

Europe  as  a  whole  may  be  lagging 
behind  the  U.  S.  in  the  drive  to  create 
new  information  highways.  But  through- 
out deregulated  Britain,  a  rich  mix  of 
Baby  Bell  telephone  companies,  cable-TV 
operators,  media  companies,  long-dis- 
tance carriers,  and  technology  boutiques 
are  installing  networks  to  carry  video, 
voice,  and  data  to  British  homes  and 
businesses.  No  other  country  has  liberal- 
ized telecommunications  as  much  as 
Britain  has.  Since  1991,  the  government 
has  allowed  both  TV  and  telephone  on 
the  same  network,  making  the  costly  in- 
vestment in   fiber  optics  worthwhile. 


Says  Richard  Callahan,  president  of  U  S 
West  International:  "In  many  ways, 
we're  further  along  in  Britain  than  we 
are  in  the  U.  S." 

"mad  bad  remix."  In  a  few  years,  be- 
neath just  about  every  major  street  in 
Britain,  gleaming  fibers  will  carry  gobs 
of  digital  data,  pictures,  or  voice  mes- 
sages into  living  rooms.  "What  we're  do- 
ing here  is  providing  the  most  advanced 
infrastructure  anywhere  in  the  world," 
says  Eugene  P.  Connell,  president  of 
Nynex  CableComms,  a  subsidiary  of 
Nynex  Corp.  "This  is  the  path  we'll  pur- 
sue in  the  U.  S."  Baby  Bell  executives 
already  are  rotating  back  to  the  U.  S.  to 


p.; 


apply  what  they  have  learned  in  Britain. 
Those  lessons  also  could  be  applied 
throughout  Europe  and  perhaps  Japan. 

In  technical  terms,  Videotron  and  oth- 
er operators  in  Britain  are  building  a 
fiber-optic,  high-bandwidth,  fully 
switched,  digitized  network  that  can  car- 
ry interactive  voice,  data,  and  video  sig- 
nals. That  means  they  can  offer  both 
cable  TV  and  telephone  over  the  same 
network,  allowing  some  500,000  current 
subscribers  to  receive  two-way  pro- 
grams, such  as  home  shopping.  Six  of 
the  operators  have  formed  London  Inter- 
connect, a  consortium  of  hybrid  cable- 
plus-telephone  companies  to  negotiate 


with  three  film  studios  to  provide 
per-view  movie  channel.  The  samefci 
is  also  about  to  fund  its  own  locale! 

show. 

At  first,  these  fledgling  operat  s 
lied  totally  on  telephone  companie  H 
cury,  a  unit  of  Cable  &  Wireles 
British  Telecommunications  to  N 
their  telephone  traffic.  But  novitf 
are  installing  their  own  switches,  pe 
vices  that  route  voice  signals  t(\t: 
destinations.  Once  installed,  the  s$o 
will  reduce  the  companies'  reliafe 
rival  carriers,  and  they'll  be  able  tjtki 
more  of  the  revenue  from  each  ca|T 
also  will  dramatically  expand  thekii 
of  services  they  me. 

Videotron  viffe 
for  example,  wl  i 
able  to  watch  a  lei 
game  and  choosAs 
era  angles  or  instH 
plays  when  they|p# 
using  an  early  fan 
interactive  TV.  Clldi 
can  select  from  jv; 
ety  of  interactive  an 
and  do  their  ownfn 
bad  remix,"  whe; 
sound  effects  ar  ; 
tures    of  teleis 
shows  are  jumbld 
the  way  they  t& 
Gourmet    cooks  v 
even  have  their  orn 
teractive  channel, ;'.lh 
ing  them  to  watcl&L 
pastries  puff  agn 
call  up  a  recipe  If 
evening  meal. 
You  don't  havefc) 
a  rocket  scientist  to  hook  up  the  $d 
tron  service,  called  Videoway.  A  c<np 
er  sits  on  top  of  the  TV  set  and  sois  < 
the  signals  coming  into  the  home.3; 
cia  Ann  Wright  and  her  thret  If 
learned  within  minutes  how  to  ue 
deoway  and  its  interactive  gm> 
"There's  a  bleep  thing  that  bike 
around  the  screen,"  Wright  says,  jjyi 
to  explain  how  one  game  works.  Vr 
she  would  like  her  sons  to  use  the  h 
math,  and  other  mind-challengingse: 
tions,  the  boys  prefer  the  action-^ 
video  games. 

The  cost?  Customers  pay  about|>5! 
month  for  both  telephone  and  thtba 


136  BUSINESS  WEEK/SEPTEMBER  27,  1993 


SPEC 


A  promise  you  11  never  be  just  a  number  witb  a  luncbbox. 


A  promise  to  remember  a  get-well  card  never  paid  a  bospital  bill. 


A  promise  tbere'll  be  sometbingf  to  sbow  for  it  all  at  tbe  end  of  tbe  dav. 


ing'  hinds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping'  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 

<m>  

MassMutual 

©1992  Massachusetts  Mutual  Ufe  Insurance  Co  ,  Springfield  MA  01111  We  help  VOU  keep  yOUT  promises. 


EBEUii.  

package  of  cable-TV  services.  There  is  no 
additional  charge  for  Videoway,  but  pre- 
mium movie  channels  cost  extra.  Most 
subscribers  save  so  much  money  on  the 
telephone  service,  compared  with  what 
they  would  be  paying  domestic  tele- 
phone giant  BT,  that  the  cable  service  is 
virtually  free. 

building  in  Berlin.  In  comparison  with 
Britain,  there  are  mere  pockets  of  ex- 
perimentation throughout  most  of  the 
rest  of  Europe  (table).  While  Britain  de- 
regulated its  telecom  market  in  1991,  the 
Continent  will  remain  shackled  at  least 
until  1998.  That's  because  European 
Community  ministers  this  spring  decided 
to  let  state-owned  telephone  companies 
retain  monopoly  rights  to  voice  services 
until  then.  The  ruling  knocks  the  wind 
out  of  any  economic  justification  for  ca- 
ble-TV or  other  competitors  to  challenge 
the  dominant  state-owned  giants.  "No- 
body's going  to  build  a  superhighway  if 
they  can't  provide  voice  and  other  ser- 
vices on  the  back  of  it,"  says  Richard 


stalls  an  advanced  switch  this  fall,  it  will 
complete  a  superhighway  that  reaches 
throughout  Berlin.  Meanwhile,  DeTe 
Berkom,  IBM,  Hewlett-Packard,  Digital 
Equipment,  Siemens-Nixdorf,  and  others 
recently  struck  an  accord  on  a  protocol 
for  the  exchange  of  multimedia  informa- 
tion between  different  computers.  "We 
hope  this  will  be  a  basic  standard  to 
build  future  multimedia  applications 
on — not  just  in  Europe,  but  for  the 
world,"  says  DeTe  Berkom  President 
Jiirgen  Kanzow. 

But  clearly  the  biggest  push  toward 
the  future  is  in  Britain,  where  the  sepa- 
ration between  the  cable-TV  and  tele- 
phone markets  is  rapidly  blurring. 
Nynex  has  sunk  $300  million  into  its 
grand  plan  and  intends  to  spend  $3  bil- 
lion over  the  next  four  years.  It  has  the 
largest  subscriber  base  so  far.  Tele  West, 
a  joint  venture  between  U  S  West  and 
Tele-Communications  Inc.,  each  with  a 
50%  share,  isn't  far  behind.  Southwest- 
ern Bell  and  Cox  Cable,  Comcast  and 


Full-fledged  multimedia  won'j 
op,  however,  unless  customers 
ing  to  obtain  most  of  their  curreJ 
mation,  communication,  and| 
tainment  services  from  one 
Since  mid-1992,  some  200,000 
have  taken  their  first  steps  dd 
multimedia  fast  lane  by  orderil 
phone  service  from  the  cable  corl 
and  telling  British  Telecom  to  taj 
its  equipment. 

But  whether  customer  demd 
materialize  in  sufficient  strengtj 
question  that  dogs  the  upstart 
tors.  Another  is:  When  will  thel 
British  Telecom  counterattack 
surely  will.  BT  can't  offer  entertj 
over  its  phone  network  until  199J 
earliest,  when  regulators  will  re| 
scene. 

But  BT  hasn't  been  twiddl 
thumbs.  It  still  has  90%  of  the 
telephone  market,  despite  tl 
Bells'  invasion.  BT  isn't  talki| 
sources  say  the  company  is 


EUROPEWIDE 


►  DIGITAL  NETWORKS  Europe  soon  will 
begin  a  two-year  trial  to  tie  together  17  in- 
compatible telephone  networks. 

►  BROADBAND  SERVICES  A  European 
Community  program  this  fall  will  test  ser- 
vices such  as  financial,  medical,  and  com- 
puter-aided design  applications. 


►  CABLE-PLUS-TELEPHONE  Nynex,  South- 


►  FIBER-OPTIC  NETWORKS  France  Tele- 
com has  begun  four  pilot  projects  to  test . 
high-capacity  systems  to  homes  and 
offices. 

►  INTERACTIVE  CABLE  TV  Plaisance  Televi- 
sion soon  will  launch  two  interactive  cable- 
TV  channels  that  will  carry  home  shopping 
and  video  games.  Users  will  press  the  tele- 


►  DeTe  BERKOM  PROJECT  Berlin  an. 
Deutsch  Bundespost  Telekom  are  te  j 
many  services,  including  one  that  wi 
physicians  tp  videoconference  over  ]  ri 
X-rays  and  medical  histories. 

data:  business  week 


Woollam,  director  of  the  Cable  Televi- 
sion Assn. 

The  emergence  of  more  sophisticated 
Europewide  highways  will  depend  on  ex- 
periments such  as  the  one  that  Europe's 
national  carriers  will  start  next  year. 
The  17  telephone  companies,  with  their 
often  incompatible  systems,  will  practice 
switching  picture  and  data  signals  for 
two  years  and  will  use  equipment  that 
ultimately  could  create  the  backbone  of 
a  European  digital  network.  A  separate 
series  of  projects,  backed  by  the  Europe- 
an Community,  will  be  testing  broad- 
band services,  which  will  probably  in- 
clude financial,  academic,  and  other 
applications. 

One  of  the  single  most  sophisticated 
experiments  has  been  under  way  in  Ber- 
lin since  1986.  DeTe  Berkom,  a  joint  proj- 
ect of  the  city  of  Berlin  and  Deutsch 
Bundespost  Telekom,  has  tested  such 
services  as  TeleMedicine  for  physicians 
and  TelePublishing  for  personalized  elec- 
tronic newspapers.  When  the  project  in- 


Singapore  Telecom,  and  Bell  Canada  and 
Jones  Cable  also  have  joint  ventures, 
and  they're  all  busy  digging  up  the 
streets  of  Manchester,  Birmingham,  and 
Liverpool. 

"the  perfect  lab."  Altogether,  these  op- 
erators have  invested  about  $2  billion  in 
just  three  years  and  plan  to  spend  $10 
billion  more  laying  their  own  fiber-optic 
networks  and  installing  switches.  They 
are  gaining  invaluable  experience.  "We 
already  knew  how  to  run  a  telephone 
company.  Now  we're  learning  how  to 
own  and  run  a  cable  network  service," 
says  Ernie  J.  Carey,  director  of  Network 
Operations  &  Planning  at  Southwestern 
Bell's  Woking  office. 

The  British  government  has  encour- 
aged this  competitive  furor  by  adopting 
such  an  open  regulatory  regime.  "There 
are  no  rate  regulations,  no  content  re- 
strictions, no  limits  on  what  we  can  send 
over  the  network.  It's  the  perfect  labora- 
tory," says  Louis  Brunei,  who  is  Video- 
tron's  group  managing  director. 


asking  regulators  to  let  it  offe 
one  services,  such  as  videos  onfc 
in  conjunction  with  Rupert 
BSkyB.  BT  officials  will  argue 
services  are  not  exactly  broafe 
since  any  video  would  go  to  I 
customer.  Such  a  move  would  bp 
set  off  a  mad  scramble  among  h 
ing  competitors. 

It  may  be  the  next  century  bAr 
rope  puts  all  the  new  technol|i< 
gether  into  one  massive  netw  k . 
the  telly-crazed  British  consurm  I 
ly  to  give  the  giants  of  the  indu;  J' 
first  clues  as  to  whether  tl 
wants — and  is  willing  to  pay 
zling  multimedia  services  sent  ■ 
costly  new  information  roadbe 
see  what  the  future  holds,  keep  )i 
on  Britain. 

By  Paula  Dwyer  in  Lont 
Jonathan  B.  Levine  in  Paris  I 


For  information  on  reprints  of  this  Speciolfcp 
Business  Week  Reprints  at  609  426-5494,  or  lie 
Week  Reprints,  P.O.  Box  457,  Hightstown,  l-i  0 
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Van  Kampen  Merritt 


HOW  DO  YOU  FIND  HIGH 
INVESTMENT  INCOME  WITH  A 
PROVEN  TBAfiK  RECORD? 


Kampen 
Merritt 
U.S. 

Government 
hud 


DIRECTION. 


When  you're  saving  for 
retirement  or  a  college 
education,  you  need  an 
investment  you  can  rely  on  to  reach  your  goal. 

The  Van  Kampen  Merritt  U.S.  Government 
Fund  is  a  proven  performer.  It  invests  primarily  in 
securities  considered  to  be  the  safest  available- 
those  backed  by  the  U.S.  Government.  Compared 
to  similar  investment  choices,  the  Fund  has 
consistently  provided: 


•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Ask  your  investment  representative  for  an 
investor's  brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 

Or, call  direct:  1-800-DIALVKM  ext.  1105 

(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merritt  " 

Investing  With  A  Sense  Of  Direction® 


The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio,  not  to  the  shares  of  the  Fund.  As  of  6/30/93, 4.99%,  9.90%  and 
11.42%  are  the  Class  A  shares  1-year,  5-year  and  Life-of-Fund  (inception  5/27/84)  average  annual  total  returns;  3.58%  is  the  Class  B  shares 
Life  of  Fund  (inception  8/24/92)  cumulative  total  return.  Calculations  include  reinvestment  of  all  distributions  and  payment  of  the  sales  charge 
(4.65%  maximum  for  Class  A  shares  and  up  to  4%  for  Class  B  shares.)  The  principal  value  and  investment  return  of  Fund  shares  will  vary  with 
market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time  of  purchase.  Past  performance  is  no  guarantee  of  future  results. 
®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


The  first  U.S.  college  economics 
textbook  published  for  the 


emerging  free  market 


system  of  the  new  Russia. 


Shepard's  Federal  Estate  Tax  Software 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  first  satellite-delivered 


price  and  news  system 


tailored  to  the  $100-billion 


natural  gas  industry. 
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Collecting 


I'LL  TRADE  YOU  TWO  MADONNA! 
FOR  ONE  MARILYN . . . 


use 


At  some  of  Herman 
Darvick's  recent  auc- 
tions in  New  York,  a 
campaign  poster  signed  by 
Bill  Clinton  and  Al  Gore  com- 
manded $770,  an  autographed 
photo  of  blues  singer  Billie 
Holiday  fetched  $1,540,  and  a 
piece  of  paper  signed  by  Mar- 
ilyn Monroe  as  "Mrs.  Joe  Di- 
Maggio"  sold  for  $1,430.  Then 
there  was  the  beeper  contract 
inked  by  Amy  Fisher,  a.k.a. 
"Long  Island  Lolita":  Bidders 
lifted  its  price  to  $1,430. 

Hobbyists  are  shelling  out 
big  bucks  for  practically  any- 
thing signed  by  living  or 
deceased  luminaries.  Many 
collectors  stick  to  one  cat- 
egory, such  as  Nobel  prize 
winners  or  aviation  aces. 
For  others,  the  thrill  is  mak- 
ing contact,  however  briefly, 
with  celebrities  of  any  stripe. 
Pen  at  the  ready,  these  are 
the  autograph  hounds  who 
stalk  the  famous  outside  stage 
doors  and  at  ballparks. 

Autograph  values  adhere 
to  a  pecking  order.  At  the 

SOTHEBY'S  WILL 
AUCTION  "BEV'S 
BUCKET,"  A  LUNCH 


bottom  is  a  lone  signature  on 
a  scrap  of  paper.  Put  the 
same  signature  on  a  photo- 
graph, and  the  price  goes  up. 
Put  it  on  an  important  typed 
letter  or  document,  and  it 
brings  more  still.  A  notewor- 
thy manuscript  written  entire- 
ly in  the  hand  of  the  celeb- 
rity generates  top  dollar. 

"Content  in  autographs  is 
equivalent  to  location  in  rea 
estate,"  says  Bob  Erickson, 
president  of  the  Universa 
Autograph  Collectors  Club 
(UA(  C).    At  a 


Sotheby's  sale  in 
December,  a  page  from  an 
1857  handwritten  speech  by 
Abraham  Lincoln  that  con- 
tains the  phrase  "a  house  di- 
vided against  itself  cannot 
stand"  went  for  $1.54  million; 
a  document  signed  by  Lincoln 
appointing  an  assistant  pay- 
master in  the  Navv  brought 
just  $3,850.  The  Civil  War  pe- 
riod remains  a  hotbed  for  col 


Some  autographs  £  wit 
scarce,  it  doesn't  matter 
the  ink  dried.  A  bona  fie  tt 
liam  Shakespeare  signa  ke 
valued  at  more  than 
ion;  the  few  known  exs  sr.: 
are  in  museums.  Americti 
tory  collectors  covet  an 
in  the  hand  of  Button 
nett,  who  was  killed  in 
not  long  after  lendir 


GOP  LEADERS 
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m  mn 

m 


e  c  - 

tors.  The  Rob- 
ert F.  Batcheld- 
er  catalog  (215 
643-1430)  features 
an  18(50  acrostic- 
poem  t>y  Lincoln  assassin 
John  Wilkes  Booth  to  actress 
Mary  White.  Price:  $35,000. 

The  time  frame  in  which  a 
notable  personality  signs  a  pa- 
per is  critical  to  its  value.  Sig- 
natures of  all  U.  S.  Presidents 
are  in  demand,  but  especially 
so  are  the  ones  they  signed 
while  serving  as  Commander- 
in-Chief.  And  an  athlete's  au- 
tograph carries  a  higher  value 
if  it  was  inked  during  active 
playing  days. 
TOGETHER  IS  BETTER.  Some 
times,  autographs  are 
worth  more  in  tandem. 
Collectors  would  love  to 
get  Lucille  Ball  with 
Desi  Arnaz  I  they  rare- 
ly signed  their  complete 
names  together).  New 
York  attorney  Bob  Ben- 
nett, a  seeker  of  movie- 
star  and  cartoonist  auto- 
graphs, figures  his  photo 
still  from  Mr.  Smith  Goes 
to  Washington,  signed  by 
director  Frank  Capra 
and  stars  Jimmy  Stew- 
art and  Jean  Arthur,  is 
worth  $300  to  $400. 


pa>-r 


nus. 


:> 

ES 

name  to  th<  Ik 
laration  of  Independei  mis 
scarce  Gwinnett  letter 
ued  at  $105,000,  says  Th<  : 
Guide  To  Autographs 
lished  in  1991  by  Georj;  ed 
Helen  Sanders  and  Ralp' 
erts  I  $21.95,  Wallace 
stead  Book).  The  sarrje: 
thors,  who  are  updath  eve] 
general  guide,  put  to{  id 
the  1994  edition  of  The 
ens  Price  Guide  To  Spor  h 

tngntplis  ($12.95,  Scott  I' 

ing).  Before  buying  or  s 
compare  prices  in  guid< 
check  with  different  dei  ei 
Autographs  will  ty]iJ 
rise  in  value  when  a  f 
person  dies.  At  that  poii 
more  of  the  celebrity's 
writing  samples  you  ha\ 
better.  As  with  any  c 
ible,  condition  is  critif: 
brittle  document  or  a  cr  e, 
photo  detracts  from  a  r 
ture's  value.  The  acid  o| 
of  most  paper  manufa<(r 
in  the  mid-19th  centur 
cause  it  to  deteriorate! 
bara  Pengelly,  a  Fort 
ington  (Pa.)  dealer  (21|;i 
5646),  claims  she  will  de 
any  items  she  sells 

Of  course,  an  auto 
will  be  worthless  if  i 
the  genuine  article.  Anc 
eries  are  only  part  c 
problem.  Many  celebrity 


C  sta 
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s  have  a  secretary 
them— or 
y  on  the 
,    a  me- 
contrap- 
:  has  been 


use  since 
s  of  Presi- 
hn  F.  Ken- 
eer  clear  of 
who  won't 
at  they  sell 
written,  life- 
money-back 
2e  of  authen- 
he  UACC  (P.  0. 
1,  Washington,  D.  C. 
ad  the  Manuscript  So- 
!50  N.  Niagara  St., 
,  Calif.  91505)  can  ad- 
contemporary  signa- 
ju'll  probably  have  to 
ars  to  realize  appre- 
rice  increases,  if  any. 
ity  currently  in  vogue 


:  or  not  to  C?  That's  a 
sstion  small  businesses 
th  subchapter  S  tax 
might  reconsider  in 
Clinton's  tax  hikes.  S 
tus  lets  company  earn- 
passed  to  shareholders 
ed  only  as  individual 

With  regular,  or  C 
atus,  where  earnings 
ed  twice— at  the  cor- 
evel  and  as  dividends 
^dividual  level, 
•e  the  tax  hikes,  S 
learly  had  the  edge, 
orporate  taxes  were 
ying  the  top  individu- 
of  31%  was  cheaper, 
e  top  individual  rate  is 
5.6  points  higher  than 
'o  rate  for  companies 
sss  than  $10  million, 
hat  make  the  lower 
C  status  preferable? 
short  answer  is  no. 
ith  the  higher  individ- 
e,  the  double  tax  is 

more  punitive.  Let's 
:orp  X  earns  $1  mil- 
he  owner,  in 
bracket,  pays 
or  $396,000, 
,  earnings  of 
0.  If  X  were 
irp,  it  would 
%  on  the  $1 

or  $340,000. 
wner  would 
ay  39.6%,  or 
0,  on  the  re- 
t  $660,000,  for 


may  not 
mean  a  lick  to  future  gen- 
erations. "You  don't  know  if 
Madonna  is  going  to  be  like 
Marilyn  Monroe,"  says  Steve 
Nowlin,  owner  of  History 
Makers,  a  dealer-  in  Indianapo- 
lis (800  424-9259).  These  days, 
some  Madonna  signatures  go 
for  about  $200  and  up. 

Fans  who  line  up  to  pay  for 
an  athlete's  signature  at  a  card 


how  should  be  cau- 
tious. Mickey  Man- 
tle and  Pete  Rose 
are  establishing 
current  prices 
when  they  charge 
for  signatures. 
They're  also  flood- 
ing a  market  that 
ultimately  thrives 
on  scarcity. 
good  luck.  Col- 
lectors can  often 
coax  signatures  from 
famous  people  by  mail.  You 
can  write  to  actors  or  ball- 
players in  care  of  the  studio 
or  the  team  they  play  for, 
though  your  chances  of  get- 
ting back  an  authentic  signa- 
ture are  slim.  You  may  have 
better  luck  if  you  can  obtain  a 
home  address.  Hobbyists  with 
personal  computers  post  ad- 
dresses of  famous  people  in 
the  collectibles  forum  on  Com- 


puServe, the  on-line  service. 
(They  also  use  the  forum  to 
peddle  signatures.)  Collectors 
can  sometimes  find  address- 
es in  Who's  Who  or  Celebrity 
Register.  Pen  and  Quill,  which 
is  sent  to  UACC  members,  also 
lists  addresses;  a  recent  issue 
featured  addresses  for  the 
three  surviving  Beatles,  Ar- 
nold Schwarzenegger,  and  Su- 
preme Court  Justice  David 
Souter. 

You  can  improve  your  odds 
of  getting  a  legitimate  hand- 
written response  by  writing 
a  provocative  letter.  If  you've 
got  a  ticket  stub,  photo,  or 
program  from  a  celebrity's 
performance,  you  might  send 
that  along  to  have  it  signed,  if 
you're  willing  to  risk  losing 
the  item.  Get  a  response,  and 
you  may  have  created  your 
own  valuable  little  piece  of 
history.  Edward  Baig 


SUSINESS 


subtract  lino  30  ft-.., 
$22  370  and  a  child  li 
Income  Credit" 


llr  and  ^ 


jartmen 
irnaLRe 


a  net  of  $398,640.  The  owner 
could  reduce  the  tax  bite  by 
leaving  some  profits  in  the 
corporation,  but  there  are  lim- 
its on  how  much. 

The  single  tax  of  S  corps 
can  also  save  money  when  the 


HOW  S  CORPS  PAY  WHEN  YOU  SELL 


C  Corp 

S  Corp 

GAIN  ON  SALE  OF  ASSETS 

$3,000,000 

$3,000,000 

CORPORATE  TAX  (34%) 

-1,020,000 

NA 

DISTRIBUTION  TO 

SHAREHOLDERS 

1 ,980,000 

3,000,000 

INCOME  TAX  (39.6%) 

-784,080 

-1,188,000 

NET  AFTER-TAX 

$1,195,920 

$1,812,000 

company  is  sold  (table).  Other 
pluses:  S  corps  can  often  pass 
losses— deductible  going  back 
or  forward  three  years— to 
shareholders.  And  interest  in- 
curred to  buy  S  corp  stock  is 
deductible  as  a  business  ex- 
pense. S  corps  can 
also  use  liberal  ac- 
counting methods, 
and  management 
compensation  is  less 
likely  to  be  disal- 
lowed as  unreason- 
able by  the  Internal 
Revenue  Service. 

S  corps  do  have 
their  limits.  They're 
restricted     to  35 


NA=Nol  applicable 


DAIA  ARTHUR  ANDERSON 


lareholders— individuals,  es- 
;ates,  or  certain  trusts; 
;hey  can  issue  only  common 
stock;  they  can't  wholly  own 
subsidiaries;  and  fringe  ben- 
efits are  taxable  to  share- 
holders who  own  more  than 
2%  of  the  stock.  Also,  state 
ax  compliance  is  more 
complicated. 

SPECIAL  PENALTY.  If  you're  just 
starting  out,  most  experts  ad- 
vise filing  for  S  corp  status 
•ight  away.  Most  existing  S 
corps  should  keep  their  stat- 
us, says  John  Evans,  a  part- 
ner at  Arthur  Andersen  in 
New  York.  But  sometimes,  it 
makes  sense  to  switch.  If  the 
company  is  strapped  for  cash 
or  unable  to  disburse  divi- 
dends, converting  to  C  status 
means  paying  only  34%.  Own- 
ers dropping  S  status  should 
first  distribute  earnings  they 
have  paid  taxes  on  but  have 
left  in  the  company,  says 
Mary  Smalligan,  director  of 
tax  services  to  closely  held 
companies  at  Deloitte  & 
Touche.  Otherwise,  they  must 
pay  out  earnings  in  cash  with- 
in the  next  year. 

While  it's  extremely  easy 
to  switch  to  C,  it's  hard  to  go 
the  other  way,  says  Smalli- 
gan. C  corps  switching  to  S 
may  be  subject  to  prohibitive- 
ly expensive  taxes.  With  S 
corp  status,  the  status  quo  is 
usually  better.       Pain  Black 


BUSINESS  WEEK/SEPTEMBER  27,  1993  147 


ersonal  Business 


Electronics 

A  TINY  TAPE 
PLAYER  WITH 
DIGITAL  SOUND 


The  portable  stereo  unit 
that  plays  Philips  Elec- 
tronics' new  digital  com- 
pact cassettes  (DCCs)  finally 
made  it  into  the  stores  this 
month.  A  car  cassette/radio 
system  is  due  in  October. 
Should  you  care? 

If  you're  interested  in  com- 
pact-disk-quality sound  in 
easy-to-handle  cassette  form 
and  you  have  a  large  collec- 
tion of  same-size  analog  tapes, 
the  DCC  130  is  a  product 
worth  considering.  For  one 
thing,  DCC  offers  a  much 
cleaner,  crisper  sound  com- 
pared with  chrome  analog 
tape— as  I  discovered  when 
Philips'  senior  product  man- 
ager Gerry  Wirtz  in  Eindhov- 
en, the  Netherlands,  asked 
me  to  listen  to  both  versions 


of  Robert  Cray's  bluesy  al- 
bum Midnight  Stroll.  And  its 
compatibility  with  regular  cas 
set  tcs  gives  it  an  edge  over 
its  competitor,  Sony's  portable 
MiniDisc  player,  which  won't 
take  your  standard  CDs. 

Sony  promotes  MiniDisc 
as  a  sturdier  portable  for- 
mat, given  tape's  propensity 
to  stretch,  jam,  or  break. 
But  Dec  cassettes  have  a 
slidable  protective  metal 
cover  over  the  tape 
opening  that  should 
eliminate  many  an- 
alog drawbacks.  It 
does  take  four  sec- 
onds longer  to 
mo ve  from  track  to 
track  compared 
with  MiniDisc.  But 
I  find  cassettes  easier  to  han- 
dle on  the  run  than  finger- 
print-sensitive discs. 

Dec  technology  has  been 
available  in  larger,  more 
expensive  home  units  since 
last  Christmas,  but  the  for- 
mat has  yet  to  catch  on.  Phil- 
ips believes  the  pocket-size 
units  will  have  wider  appeal, 
retail 


rhilips  new 
DCC  730  unit 
also  plays  old 
analog  tapes 


price 

of  $450— comparal  >le 
with  the  MiniDisc 
player,  but  much 
stiffer  than  a  high-end  Sony 
Walkman  at  about  $200. 

The  bump-proof  DCC  player 
weighs  1.1  pounds,  about  the 
same  as  a  portable  CD  system, 
and  comes  with  an  AC  adap- 
tor/recharger  and  a  4.7  volt 
rechargeable  nickel-cadmium 
battery  that  runs  for  three 
hours.  Versions  licensed  by 
Technics  and  Panasonic  will 


also  be 
sold.  About  600  prereoc 
DCC  titles  are  available  it 
U.  S.  now  for  $16  each. 

DCC  portable  stereos  I 
playback  capability  on 
version    that    can  njc 
blanks-$9.99  for  a  75-mli 
tape  $f>  less  than  blank 
Discs— is  due  next  yea 
need  to  wait  that  long  ft 
DCC  car  unit.  It  will  reU 
less  than  the  $1,000  ch;s 
in  Europe.  Patrick 


President  Clinton's  long- 
anticipated  health-care 
reform  package  will  be  offi- 
cially unveiled  on  Sept.  22, 
but  health-care  reform— and 
the  accompanying  volatility 
in  medical  and  related  stock 
prices— have  been  with  us  for 
a  while.  Analysts  figure  the 
proposed  plan  will  just  rein- 
force trends  toward  consoli- 
dation and  cost  containment 
that  are  already  well  under 
way,  but  they  expect  stocks 
to  continue  on  a  roller-coaster 
ride  while  a  bill  is  hammered 
into  law. 

In  the  past  few  weeks,  the 
massive  price  swings  that 
rocked  the  industry  in  Febru- 
ary have  returned.  "There  is 
a  statement  a  day  that 
is  directing  stock  prices 
for  that  day,"  says 
Joanne  Soja,  manager  of 
Putnam  Health  Scienc- 
es Trust. 

WORTH  WATCHING.  But 

many  money  managers 
think  the  sector  is  close 
to  bottoming  out  and 
that  plenty  of  stocks  are 
well  worth  watching.  So 


Smart  Money 

HEALTH-CARE  STOCKS: 

NOT  FOR  THE  FAINT  OF  HEART 


the  next  few  weeks  could 
provide  excellent  opportu- 
nities to  buy.  "There  have 
been  days  when  these  com- 
panies have  really  tanked, 
and  if  you  bought,  you  would 
have  done  really  well,"  ex- 
plains Geoffrey  Harris,  an 
analyst  at  Smith  Barney, 
Shearson. 

For  health-care  services 
stocks,  the  trick  is  to  find 
companies    that  dominate 
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THE  PROS'  TOP  PICKS 


Company 

Stock 

1992 

Estimated 

price 

Earnings 

1993 

Sept.  13, 

1993  per  share 

EPS 

COASTAL 

HEALTHCARE 

27 

$.87 

$1.08 

HEALTH  CARE  AND 

RETIREMENT  CORP. 

]9]A 

.94 

.99 

HEALTHTRUST 

21 

1.56 

1.66 

UNITED 

HEALTHCARE 

55 

2.00 

2.25 

their  market.  There  is  over- 
capacity in  in-patient  rehabil- 
itation and  psychiatric  care, 
says  John  Hindelong,  an  ana- 
lyst at  Donaldson,  Lufkin  & 
Jenrette  Securities.  But  nurs- 
ing homes  and  acute-care 
hospitals  that  can  contain 
costs  will  benefit  from  demo- 
graphic trends.  Hindelong 
recommends  Healthtrust,  a 
hospital  operator  that  has  a 
very  low  price-earnings  ratio 
of  about  13  for  a  com- 
pany that  is  expected  to 
grow  more  than  15%  a 
year.  A  favorite  nursing- 
home  pick  is  Health 
Care  and  Retirement, 
which  is  expanding  and 
has  occupancy  rates 
above  90%. 

Many  analysts  also 
see  opportunities  with 
managed-care  compa- 


OATA  A  G  EDWARDS,  DONALDSON,  LUFKIN  &  JENRETTE,  SMITH  BARNEY 


nies,  such  as  health-  mat 
nance  organizations  (Hi 
and  preferred  provider) 
ganizations  (PPOs).  Harri! 
vors  Intergroup  Healthir 
United  HealthCare,  and  j» 
entry,  which  are  expani 
in  cities  such  as  St.  L.i 
and  Atlanta,  where  ther 
room  for  enrollment  grcu 
MEDICAL  HEADHUNTERS.  (I 

panies  that  act  as  serpi 
subcontractors  to  healths, 
providers  also  stand  to  ti 
fit  from  reform.  Stuart  m 
man  of  A.G.  Edward 
Sons  likes  Coastal  Healthu 
Group,  which  recruits  pis 
cians  for  hard-to-fill  positi 
in  hospitals  and  handles* 
ministrative  duties  for  nc 
cal  staff.  Coastal  saves  d 
vidual  hospitals  mil 
through  nationwide  recp 
ing  and  administrative  ecu 
mies  of  scale. 

But  if  you  plunk  jl 
money  down  now,  be  1 
pared  to  take  hits  on  a 
to-day  basis.  The  progrsi 
for  Clinton's  health-ref| 
proposals  u  ill  take  montl 
become  clear.     Amey  51 
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The  Interest  Of  Fairness,  Fujitsu  Would  Like  To  Show  You 
Every  Other  Cellular  Flip  Phone  With  Call  Screening. 


ieling  a  void?  Only  the  Fujitsu  PCX™  So  you  decide  when  and  where  to   it  goes  with  you  virtually  anywhere, 

m  automatically  answer  your  calls  take  your  calls.  And  the  PCX  is  the   When  you  put  it  all  together,  the  PCX 

id  display  the  caller's  number,  world's  smallest  cellular  flip  phone,  so   stands  alone. 

1-800-955-9926 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


u 


ersonal  Business 


If  you're  planning  to  rent  a 
car.  review  your  insurance 
before  you  decline  those 
optional  coverages  at  the  ren- 
tal counter.  In  more  than  half 
the  states,  one  or  more  com- 
panies, including  Alamo.  Avis. 
Budget.  Hertz,  and  National, 
recently  changed  their  rental 
contracts  to  make  your 
personal  auto-liability 
policy  the  first  to 
pay  in  case  of  an 
accident. 

If  you  don't  car- 
ry automobile  insu- 
rance because  you 
don't  own  a  car,  you 
have  little  choice.  You 
must  buy  the  rental 
company's  daily  liability 
coverage  of  SI  million  or 
risk  financial  ruin  if  there 
is  a  serious  accident.  Un- 
less you  rent  from  a  com- 
pany that  still  assumes 
primary  liability  in  a  giv- 
en state,  a  plaintiff  will 
sue  you  first.  If  the  claim  is 
satisfied  from  your  assets 
the  rental  company  is  off 
the  hook.  And  even  in 
states  where  the  rental- 
car  company  remains  first 
in  line,  the  state-mandated  li- 
ability coverage  is  still  only 
830,000— peanuts  if  you  hurt 
someone  in  an  accident.  For  a 
claim  above  that  amount,  the 
driver's  own  insurance  or  as- 
sets must  be  exhausted  be- 
fore the  injured  party  can  re- 
cover more  from  the  rental 
company. 

ON  THE  ROAD  AGAIN. 

don't  own  a  car  but  rent  fre- 
quently, ask  your  agent  about 
nonowner  auto  insurance.  It 
can  cost  about  S300  per  year 
for  SI  million  in  liability  pro- 
tection and  also  covers  colli- 
sion damage  to  the  car. 

ing  personal 


Autos 


RENTING  A  CAR? 

BETTER  CHECK  YOUR  COVERAGE 


im  even  h 


auto  insurance  doesn't  neces- 
sarily mean  it  extends  to  ren- 
tal cars.  Find  out  by  asking 
your  insurance  agent.  And 
don't  settle  for  a  verbal  an- 
swer; ask  him  or  her  to  circle 
the  car-rental  portion  of  the 
policy.  In  most  cases,  your  au- 
tomobile policy  will  provide 
liability  coverage  if  you  rent  a 
car  for  personal  use  within 
the  U.  S.  and  Canada— but  not 
if  you  drive  abroad.  And 
chances  are  the  coverage  is 
limited  to  S300.000.  so  consid- 
er buying  a  SI  million  umbrel- 
la policy  for  about  S100  per 
year  if  you  have  significant 
assets  to  protect. 


Unlike  liability,  collision 
damage  has  never  been  the 
responsibility  of  the  rental-car 
companies.  And  only  about 
half  of  personal  auto  policies 
extend  collision  coverage  to 
rental  vehicles.  "Collision  al- 
ways used  to  be  transferable" 
to  rental  cars,  says  Charlotte 
Edelstein.  a  claims  adjuster 
with  H&R  Phillips,  an  insurer 
in  New  York.  "But  that  has 
eroded  over  the  years." 

To  be  safe,  you  must  have 
the  right  private  auto  policy, 
buy  the  collision  damage  waiv- 
er at  the  rental  counter  for 
about  S10  a  day.  or  use  a  cred- 
it card  that  offers  collision  pro- 


Worth  Noting- 


■  POWER  GUIDE. 

of  American  Polit  ics  1994  con- 
tains biographies,  election  re- 
sults, key  votes,  and  interest- 
group  ratings  for  everyone  in 
Congress.  Authors  Michael 
Barone  and  Grant  Ujifusa  also 
analyze  the  50  state  govern- 
ors and  top  members  of  the 
Clinton  team.  The  new  soft- 
cover  edition  ( S48.95 »  is  avail- 


able at  lxxjkstores  or  by  phon- 
ing the  National  Journal  (800 
356-4838L 

■  money  ART.  Artistic  impres- 
sions of  money  are  on  exhibit 
in  Washington,  coinciding 
with  the  Internationa]  Mone- 
tary Fund's  annual  meeting. 
Featuring  a  silk-screen  of  dol- 
lar signs  by  Andy  Warhol  and 
the  works  of  29  other  artists, 
the  show  runs  Sept.  18  to 
Oct.  16  at  the  Nancy  Drvs- 
dale  Gallerv.  2103  O  St.  X.  W. 


■  kid  finance.  Next  time 
your  children  get  a  check  or 
sa\ings  bond,  give  them  a  few 
dollars  to  spend  right  away. 
Some  instant  gratification  will 
make  saving  more  acceptable. 
That  and  other  tips  can  be 
gleaned  from  Liberty  Finan- 
cial's Young  Investor  Parents 
Guide.  The  free  50-page  book- 
let covers  topics  such  as  the 
value  of  money,  young  en- 
trepreneurs, and  planning  for 
college.  Call  800  403-KIDS. 


tection.  All  American  Eg 
and  most  Gold  Masttl 
and  Visa  cards  providJ  1 
sion  protection  when  tfal  I 
is  used  to  rent  the  car.  ^ 

When  you  initial  tha 
box  to  decline  the  co 
damage  waiver  at  ' 
here's  what  you  are  a 
"You  are  responsil 
the  cost  of  repair 
the  value  of  the  \ 
plus  loss  of  use.  tm 
storage,  impouiw 
and  an  administr 
charge."  A  key  j 
is  "loss  of  use." 
refers  to  the  i 
the  rental  co 
loses  on  tb 
while  it  is  be 
paired.  Your 
card  may  co 
but  your  pe 
insurance  pi 
won't.  So  if 
an  accident, 
be  out  of  p 
vour  deduc 
S250  or  S500 
haps    an  ad 
S500  for  loss  of 
SOBERING.  If 

traveling  on  b 
your  employer  is  pit 
picking  up  the  i 
when  the  company 
agent  books  the  rental 
you  reserve  the  car  y 
buy  the  extra  liability 
lision  coverages  at  the 
counter  and  let  your 
reimburse  you.  Not  a| 
sonal  auto-insurance  pa 
would  cover  you  if  yol 
into  an  accident  whilef 
business  trip. 

If  you  need  motivatl 
mind  your  rental  insu§ 
here's  a  sobering  thcl 
The  odds  of  cracking! 
rented  vehicle  are  I 
greater  than  they  are! 
you're  driving  your  owl 
"Forty  percent  of  our  el 
tal  fleet  is  damaged  eacj 
in  accidents."  says  Joe  i 
a  spokesman  for  I 
"You're  unfamiliar  will 
car.  you  don't  know  thl 
you're  ogling  the  sights! 
your  kids  are  scream  I 
the  back  seat,  and  booij 
run  into  something."  ~1 
make  sure  you're  propeM 
sured.  or  you  coulcl 
through  your  bank  acl 
too.  Stuart  I 
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PERSONAl 


Iio  will  win  at  THE  TOUR  Oiampionship? 
Kids  from  the  Bay  Area-  that's  who! 


REV 

:or( 

8 

5 
2 
2 
3 
2 
2 
1 


THE  TOUR 

hole  12  3  4 

LEADERS  par  4  4  4  5 


AZINGER 
HUSTON 
JANZEN 
SPAVIN 
FORSMAN 
HAAS 
IFROST 
IFLOYD 


7  6  6  7 
5  4  5  6 
2  2  3  3 

2  3  2  3 

3  3  3  4 
1111 
2  111 
1  1  1  E 


2  CLEARWATER  2  2  2  1 


CHAMPIONSHIP 

5  6  7  8  9  10  11  1213  14  15161718 
43443544443534 

7  7  7  6  7  7  7  1L2JJ  9 

4  4  4  4  4  5  4  4  4  2  2  2  2 
3  3  4  4  3  3  3  3  4  4  4  5  5  5 
3  3  3  2  3  3  4  4  4  4  4  5  5 
3  3  3  2  2  2  2  2  2  1111 
1EEEEE111EE11E 
1  1  1  E  E  1  1  1  1  1  E  1  1  E 
E  1EE  1222221  1  1  1 
E  E  E  E  1  E  E  E  1  1  E  1  2  2 


he  srand  finale  of  the  1 993  PGA  TOUR  season 
'ill  be  played  in  the  Bay  Area  in  October  with 
ie  top  30  players  on  this  year's  money  list 
Dmpeting  for  the  prestigious  title.  But  the 
:al  winners  of  this  season-ending  tourna- 
ient  are  kids. 

he  San  Francisco  Chronicle  and  THE  TOUR 
hampionship  have  created  a  program  called 
Duth  Volunteers  in  Action.  Twenty  high 


school  students  each  will  receive  a  $5,000  schol- 
arship to  attend  college.  The  requirements  are 
simple:  at  least  four  weeks  of  volunteer  work 
with  a  Bay  Area  nonprofit  community  charity, 
a  750-word  essay  about  that  volunteer 
experience  and  a  2.75  high  school  GPA. 
Net  proceeds  from  THE  TOUR  Championship 
help  support  this  program,  along  with  other 
charities  in  the  San  Francisco  area. 


THE  TOUR 

CHAMPIONSHIP 


October  25-31,1993 

For  corporate  hospitality  and  ticket  information  call:  (415)  587-PUTT  or  800-741-3161 


The  Client/Sorv 
for  EIS  and 


The  SAS  System  is  a  new  concept 
in  client/server  software.  It 
delivers  mission-critical  data  to  the 
desktops  of  ever)'  decision  maker... 
and  then  lets  you  turn  data  into  mean- 
ingful information.  Your  servers  not 
only  dole  out  your  data  but  serve  up 
compute  roourccs  as  well.  Millions  of 
records  can  be  summarized,  and  just 
the  results  delivered  to  the  desktop. 


And 


The  world's  leading  infor- 
mation deliver)-  system 
provides  easily  customized 
menus.  Decision  makers  at 
even'  level  can  drill  d<  >wn 
through  your  vast  informa- 
tion reservoir,  determine 
critical  success  factors, 
forecast  trends,  and  more. 
Hundreds  of  applications 
for  analyzing  data  and  for 
generating  reports  are 
right  at  your  fingertips. 


Sales  Activities 

1 

-  1 

Parte'  EquisTtgn:  &  Ssvioes 
US  Peryr.vr.  Tertxes 


:  ,: 


The  SAS  System's  exclusive  f 
MultiVendor  Architecture "  means  $1 
you  can  share  data  and  application 
(or  parts  of  applications)  across 
all  your  hardware.  Applications  rufi 
where  it  makes  most  sense  to  runj 
them . . .  allowing  you  to  maximize1*^ 
use  of  all  your  computing  resourc$_ 
while  protecting  your  existing 
applications  investment. 

Call  us  today  at  919-6~-8200  W 
a  free  video,  plus  details  about  afif 
software  evaluation. 


SAS  Institute  Inc. 
Phone  919-677-ffl 
Fax  919-677-8123 


em 

ion  Delivers 


SAS  is  a  registered  trademark,  and  MultiVendor  Architecture  a  trademark  of  SAS  lastitute  Inc  Copyright  S  1993  by  SAS  Institute  Inc 


estment  Figures  of  the  Wee 


TARY 

lals  on  inflation  pum- 
finoncial  markets  Oil 
/ere  big  losers  on  Sept. 
e  producer  price  index 
sntinued  disinflation.  But 

4,  the  consumer  price  in- 
d  to  indicate  the  oppo- 
on— and  the  bond  mar- 
d.  Yields  of  30-year 
onds  climbed  to  5.98% 

5,  as  a  result.  The  Dow 
strial  average  dropped 
>n  Sept.  1 4,  and  the  de- 
er-the-counter  stocks  was 
>er. 


STOCKS 

Sept      Mar.     Sept      Sept.  915 


52-week  change 
+9.9% 


BONDS 

Sept      Mar.     Sept.     Sept  9-15 


461.60 

460  1500 


1-week  change 
+  1.1% 


-450  1300 


52-week  change 
+  12.2% 


THE  DOLLAR 

Sept.     Mar.     Sept.     Sept  8-15 


1  -week  change 
-1.4% 


52-week  change 
+3.5% 


1  -week  change 
-0.7% 


ET  ANALYSIS 


%  change 


CKf 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

iS  INDUSTRIALS 

3633.7 

1.2 

9.5 

90-DAY  TREASURY  BILL  YIELD 

3.03% 

3.02% 

2.95% 

OMPANIES  (S&P  MidCap  Index) 

171.4 

0.8 

16.9 

30-YEAR  TREASURY  BOND  YIELD 

5.98% 

5.86% 

7.33% 

MPANIES  (Russell  2000) 

245.3 

1  0 

27.3 

S&P  500  DIVIDEND  YIELD 

2.72% 

2.73% 

2.93% 

MIES  (Russell  3000) 

266  3 

1.1 

12.6 

S&P  S00  PRICE/EARNINGS  RATIO 

23.9 

23.6 

24  7 

1  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

neen 

57-weeK 

S&P  500  26-week  moving  average 

448.9 

448  5 

Positive 

FINANCIAL  TIMES  100) 

2989  4 

-1.5 

25  7 

Stocks  above  26-week  moving  average 

60.8% 

62.9% 

Neutral 

KKEI  INDEX) 

20,947.8 

0.1 

16.7 

Speculative  sentiment:  Put/call  ratio 

0.49 

0.44 

Positive 

(TSE  COMPOSITE) 

3967.9 

0.4 

14.9 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.55 

2.43 

Negative 

ISTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

EEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%cha 
4-week 

nge 

52-week 

Price 

JNICATI0NS  EQUIPMENT 

9.8 

13.2 

NORTHERN  TELECOM 

16  9 

-211 

27  Ve 

8.6 

-10.6 

BORDEN 

22  5 

-35  2 

1  8  Vs 

S AND  LOANS 

8  4 

19  3 

GREAT  WESTERN  FINANCIAL 

15  8 

26  2 

19  'A, 

WARES 

8  3 

9.3 

PREMARK  INTERNATIONAL 

13.2 

90.9 

65  % 

UNMENT 

7.4 

18.1 

PARAMOUNT  COMMUNICATIONS 

18.0 

39.1 

63  Vs 

EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%cha 
4-week 

nge 

52-week 

Price 

AL  MANAGEMENT 

-14.8 

3.2 

NATIONAL  MEDICAL  ENTERPRISES 

-32.6 

-44.1 

7  3/4 

MINING 

-13  4 

29.3 

ECHO  BAY  MINES 

-18.5 

59.6 

93/e 

D  GAS  DRILLING 

-9.9 

16.5 

ROWAN 

-20.3 

1.6 

7% 

-9  5 

-1 1.1 

CYPRUS  MINERALS 

-11.7 

-21.8 

24  Ve 

MENTATION 

-7.9 

17.8 

HEWLETT-PACKARD 

-8  6 

19.8 

68  3A 

AL  FUNDS 


MORNINGSTAR  INC 


s 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

E-STATE  STREET  EQUITY  INVESTMENT  A 

ER  LATIN  AMERICA 

FE-STATE  STREET  CAPITAL  APPR.  A 

15.4 
14.2 
11.5 

MFS  EMERGING  GROWTH  CLASS  A 
UNITED  SERVICES  GOLD  SHARES 
LEXINGTON  STRATEGIC  INVESTMENTS 

-19.2 
-1 1.2 
-10.7 

oral  return 

% 

52-week  total  return 

% 

•TON  STRATEGIC  INVESTMENTS 
GROWTH 

iON  OPPORTUNITY  A 

86  2 
82.8 
63.2 

FIDELITY  SELECT  MEDICAL  DELIVERY 
INVESC0  STRATEGIC  HEALTH  SCIENCES 
M0NITREND  GOLD 

-15.1 
-13.7 
-11.5 

H  S&P 500 

4-week  total  return 


IVE  PORTFOLIOS 


fiounts 

it  the  present 

$10,000 

one  year  ago 
lortfolio 

ges  indiccte 
total  returns 


Foreign  stocks 
$13,724 

-1.15% 


Treasury  bonds 
$12,251 
-1.39% 


U.S.  stocks 
$11,269 

+0.30% 


llll 


Money  market  fund 
$10,225 
+0.05% 


DRI/McGRAW-HILL 


Gold 
$9,926 

-3.13% 


this  page  are  as  of  market  close  Wednesday,  Sept.  15,  1993,  unless  otherwise  indicated 
5ups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


Sept.  14.  Mutual  fund  returns  are  as  of  Sept.  10.  Relative  portfolios  are  valued  as  of  Sept.  14.  A  more 
detailed  explanation  of  this  page  is  available  on  request 
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SEALING  THE  PEACE  WITH  PROSPERITY 

HMfc  uilding  a  lasting  peace  in  the  Middle  East  rests  on  build- 
BML  ing  a  lasting  prosperity.  While  a  handshake  symboliz- 
H^P  es  the  political  mood  of  the  moment,  it  may  well  take 
the  invisible  hand  of  the  market  to  provide  the  economic  foun- 
dation for  political  success.  The  accord  between  Israelis  and 
Palestinians  is  a  rare  opportunity  to  remake  the  region's 
economies  and  generate  growth  to  change  people's  lives.  For 
too  long,  the  Middle  East  has  been  home  to  archaic  state- 
dominated  command  economies  that  stifled  growth. 

All  across  the  region,  large  portions  of  the  economy  are 
controlled  by  political  bureaucracies  that  protect  the  inter- 
ests of  their  particular  constituencies.  Competition,  market 
share,  and  profit  are  often  unimportant.  The  danger  is  that, 
with  new  billions  of  aid  money  flowing  into  the  region,  this 
welfare-statism  will  be  buttressed— to  the  detriment  of  the 
private  sector.  This  is  especially  true  in  Gaza  and  the  West 
Bank.  Most  of  the  money  flowing  in  is  controlled  by  local  PLO 
cronies  of  Yassir  Arafat.  As  political  organizations,  they  op- 
erate much  like  local  Democratic  wards  in  Chicago,  doling 
out  aid  dollars  in  exchange  for  political  support. 

Releasing  the  entrepreneurial  power  of  local  business  is 
the  key  to  growth  in  the  Middle  East.  Palestinians,  Jews, 
Lebanese,  Syrians,  and  Egyptians  are  renowned  for  their  en- 
trepreneurial acumen  when  given  the  chance,  in  their  own 
lands  or  overseas.  So  what  is  to  be  done?  The  U.  S.,  Europe, 
and  Japan  should  insist  on  a  major  role  for  the  private  sec- 
tor. It  would  mean  that  funds  flowing  to  the  region  should 
be  used  in  part  as  seed  capital. 

In  the  end,  investment  by  the  millions  of  diaspora  Pales- 
tinians and  Jews— in  Gaza,  the  West  Bank,  and  Israel— is  the 

most  realistic  way  to  generate  new  jobs.  Privatization 
deregulation  are  almost  certain  to  repatriate  billions  | 
ital,  just  as  they  did  in  Mexico  and  Argentina.  In  fact; 
ing  a  leaf  from  the  successful  State  of  Israel  bonds,  tfo 
estinians  should  seriously  think  of  floating  "Arafat"  bor 
their  compatriots  around  the  world  to  finance  local  gri 

For  too  long,  Middle  Eastern  societies  have  been  int 
tional-aid  mendicants.  Now,  local  governments  should  I 
couraged  to  build  up  capital  markets  to  prepare  for  prij 
ing  their  economies.  Wall  Street  investment  houses  coulrt' 
their  expertise  and  go  one  further:  There  are  already  i 
that  invest  in  Israeli  companies.  How  about  creating  e« 
ing-market  funds  for  the  Middle  East  as  a  whole? 

To  provide  economies  of  scale,  there  should  also  be  a. 
for  a  Middle  Eastern  common  market.  The  domestic  maj 
of  most  of  the  Middle  Eastern  countries  are  rather  smj, 
first  step  could  be  an  Israeli-Palestinian-Egyptian-Jordl 
market,  expanded  later  to  include  Syria  and  Lebanon.  1 
age  down  the  road  to  other  Mediterranean  nations  il 
economic  sense.  All  this,  of  course,  depends  on  Saudi! 
bia's  and  the  other  Arab  countries'  lifting  the  economil 
oai  go  on  israei,  wmcn  nas  nun.  ioreign  investment,  v v  i  i 
new  accords,  the  U.  S.  should  make  sure  that  the  emlj 
ends  immediately.  Intel,  Motorola,  and  other  companies 
already  set  up  operations  in  Israel.  More  are  sure  to  fi 

The  handshake  between  Yassir  Arafat  and  Yitzhak  ] 
is  the  chance  of  a  lifetime  for  millions  to  leave  behin 
culture  of  victimization.  A  strong  private  economy,  int< 
ed  across  political  boundaries  and  run  by  people  doing 
ness  with  each  other,  is  the  best  way  to  cement  the  p 

HOW  THE  SOUTH  IS  RISING  AGAIN 

■■■In'  transformation  of  the  U.S.  Southeast  from  an  eco- 
|  nomic  backwater  to  a  job-creating  juggernaut  has  been 
H  nothing  short  of  astounding.  Long  dependent  upon  dir- 
ty, low-paying  industries  such  as  poultry,  the  region  has  be- 
come a  magnet  for  foreign  manufacturers  seeking  to  estab- 
lish beachheads  in  the  U.  S.  With  so  many  German  companies 
in  the  Blue  Ridge  foothills  of  South  Carolina,  locals  have  be- 
gun calling  one  stretch  of  1-85  "the  Autobahn." 

The  result:  economies  that  are  booming  compared  with  many 
other  regions.  The  New  South's  strategy  for  revitalizing  it- 
self holds  lessons  for  America.  While  the  Southeast's  success 
is  partly  due  to  its  historically  cheap  labor,  low  taxes,  and 
few  unions,  major  credit  has  to  go  to  its  homespun  industri- 
al policy.  Innovative  programs  to  train  workers,  adoption  of 
advanced  technologies,  and  heavy  spending  on  basic  infra- 
structure have  all  significantly  boosted  economic  growth. 

The  key  New  South  strategy  has  been  to  forge  long-term 
relationships  overseas.  As  far  back  as  the  1950s,  Southern 
leaders  tirelessly  dragged  their  trade  missions  around  Europe 
and  Asia  where  offices  to  promote  exports  were  established. 

At  first,  this  missionary  work  bore  the  smallest  of 
Southern  political  leaders  persisted,  however.  They  a 
ed  a  probusiness  attitude  that  should  appeal  to  every 
utive  who  has  ever  faced  the  indifferent— if  not  hostile 
titudes  of  typical  government  bureaucrats.  Southern  polite 
offered  manufacturers  guarantees  for  their  investment^ 
were  as  close  as  possible  to  no-risk.  They  promised  nev3 
ployers  that  they  would  help  recruit  and  train  their  cja 
work  force  for  them  at  local  schools.  To  streamline  thtM 
cess  of  applying  for  various  business  permits  and  licea 
states  also  set  up  one-stop  offices. 

Partly  because  of  the  dollar's  decline,  the  Southeast1) 
vestment  is  now  paying  huge  dividends.  Even  though  % 
levels  are  creeping  toward  the  national  average,  erasii?] 
cheap-labor  advantage,  foreign  companies  still  flock  11 
region,  inspired  by  the  favorable  word  of  mouth  from  <h 
businessmen.  BMW  recently  announced  it  is  opening  a  3* 
million  plant.  The  2,000  jobs  it  will  bring  to  Spartan* 
S.  C,  are  proof  that  the  New  South's  business  hospital/ 
working. 
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'It's  about  communication  between  people. 
The  rest  is  technology.  " 

LARS  RAMQVIST,  President  and  Chief  Executive  Officer,  Ericsson. 


We  expect  to  be  able  to  communicate  with  anyone,  at  any  time,  anywhere.  We  want  to  be  liberated  from  the  constraints  of 
time  and  space.  Distances  are  shrinking.  Traditional  boundaries  are  losing  their  significance. 

We  want  technology  to  work  tor  us  as  individuals.  We  expect  it  to  meet  our  sophisticated  communications  needs,  but  still 
be  easy  to  use. 

We  expect  technology  to  provide  us  with  global  freedom,  and  at  the  same  time  respect  mu  privacy  as  individuals.  It  should 

allow  us  to  reach  others,  but  make  ourselves  available  on  our  terms. 

Today's  technology  makes  almost  anything  possible.  It  is  you  and  I  who  set  the  limits. 

Respecting  people's  need  for  privacy  is  just  as  important  in  the  development  of  new  telecommunications  solutions  as  it  is  in 
our  dav-lo-dav  communications  with  others. 

Ericsson  provides  innovative,  flexible  solutions  and  services  for  all  types  of  telecommunications  networks  that  are  helping 
our  customers  to  open  up  new  business  opportunities  and  supply  superior  service  to  users.  We  develop  and  maintain  tech- 
nologies not  only  for  today's  needs,  but  for  tomorrow  and  well  into  the  future. 

70,00(1  Ericsson  employees  are  active  in  more  than  100  countries.  Their  combined  expertise  in  switching,  cellular,  wireless 
and  network  technologies  make  Ericsson  a  world  leader  in  telecommunications. 


Ericsson  North  America  Inc.,  please  call  (X00)  835-3742. 
Telefonaktiebolaget  l.M  Ericsson,  S-126  25  Stockholm,  Sweden. 
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If  our  name 
is  foreign  to  you,  maybe  it's  be 
cause  we're  building  a  reputation  in  America 
on  the  reputations  we've  helped  build  for  others 
Cp    Together  with  Sun  Microsystems,  we  developed 
the  RISC  chip  that  brought  mainframe  power  to  desktop 
Dmputing.  And  helped  make  Sun  the  leading  workstation  manu- 
:turer  worldwide.  qD  With  U.S.  regional  Bell  operating  compa- 
5.  we're  revolutionizing  commercial  service  by  creating  the  world's 
switching  system  capable  of  handling  voice,  data  and  video  over 
public  network.  qD  We've  built  R&D  and  manufacturing  facilities 
n  California  to  Connecticut.  Building  on  our  reputation  as  the 
)rld's  second  largest  computer  company.  And  creating  advances 
om  the  smallest  and  lightest  portable  pen  computers  to 
some  of  the  world's  fastest  supercomputers.  rO  We're  cele- 
brating 25  years  well-spent.  Not  so  much  on  publicity  as 
on  products  that  create  possibilities.  So  if  you're 
looking  for  our  name  in  the  future,  just  look 
behind  some  of  the  biggest  names 
in  America. 
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ROARING  INTO  T H 1 

marketplace,  Drago 
bonds  set  Asia's  capita 
markets    on  fir 


There  are  few  markets  that  offer  debt 
srs  the  kind  of  potential  Asia  Pacific  does 
ly.  Economies  in  the  region  are  booming 
investable  assets  held  by  institutions  and 
ividuals  are  estimated  to  total  some  half  a 
ion  dollars. 

At  the  same  time,  Asia's  demand  for 
d  income  offerings  is  strong  and  growing 
idly.  Seeing  this,  issuers  believed  that  it 
jht  be  possible  to  offer  these  securities 
ectly  in  the  region. 

ENTER  THE 
DRAGON. 

A  new  financial  instrument  was 
/eloped:  the  Dragon  bond.  Targeted  at 
an  investors  beyond  Japan's  borders,  this 
urity  is  denominated  in  U.S.  dollars,  yen 
i  other  currencies,  which  allows  Asian 
'estors  to  diversify  their  portfolios  in 
eign  currencies. 

The  enthusiastic  response  to  the 
st  offerings  prompted  major  issuers 
rldwide  to  enter  the  market.  In  the 
st  year  alone,  issuers  raised  over  $2.5 


billion  in  Dragon  bonds.  But  equally 
important,  this  new  security  has  enabled 
each  issuer  to  demonstrate  a  commitment 
to  the  region,  and  raise  its  profile  in  the 
Asian  investment  community. 

THE  RESOURCES 
TO  DEAL  WITH  DRAGONS. 

As  a  leader  in  global  debt  underwriting, 
we  worked  with  our  clients  to  open  up  this 
new  source  of  capital  and  create  the  market 
for  Dragons.  And  today,  with  offices  in  Hong 
Kong,  Singapore,  Taipei,  Seoul  and  Bangkok, 
Lehman  Brothers  is  the  leading  underwriter 
of  Dragon  bonds  in  the  marketplace. 

From  traditional  financings  to  inno- 
vative new  securities  like  Dragon  bonds,  we 
have  the  market  intelligence,  hands-on  local 
experience  and  distribution  strength 
worldwide  to  structure  and  place  offerings 
smoothly. 

So,  if  you  are  interested  in  exploring 
fixed  income  opportunities  in  Asia  or 
anywhere  else  in  the  world,  call  us.  We'd 
like  to  be  involved. 


Lehman  Brothers 


©  1993  Lehman  Brothers  Inc.  All  rights  reserved.  Member  SIPC. 
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PRODUCTION 

Chonge  from  last  week:  0.5% 
Change  from  last  year:  6.5% 

195  


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  7.3% 


Sept  1  1 
191  4 
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232.9 


233  . 
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190  4r 


228. 


218  . 


Sep!  Jan 
1992  1993 
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1993 

Sept 
1993 

The   production  index  rose  in  the  week  ended  Sept.  1  1    Steel  production  gained, 
as  did  output  of  both  autos  ond  trucks.  Production  of  coal,  paper,  and  paperboard 
olso  scored  increases   Lumber  production  rose  strongly,  and  crude-oil  refining  edged 
higher.  Electric  power  output  and  rail-freight  traffic  each  declined    Before  calculation 
of  the  four-week  average,  the  index  fell  to  191  from  193.3,  likely  reflecting  an 
overstatement  of  weakness  during  the  Labor  Day  holiday. 

BW  production  index  copyri 

jhl  1  993  by  McGrow-H.II  Inc 

■  J*UIWM!II!MMW.]:; 

s 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/18)thous.  o(  net  tons 

1,833 

1,843» 

10.6 

AUTOS  (9/18)  units 

11 2,938 

85,920r# 

3.5 

TRUCKS  (9/18)  units 

103,171 

81,01  5r# 

28.9 

ELECTRIC  POWER  (9/ 1 8)  millions  of  kilowatt-hours 

59,090 

59,477# 

-2.4 

CRUDE-OIL  REFINING  (9/i8)thous  ofbbl./day 

13,852 

13,826k 

0  8 

COAL  (9/1  1  |  thous  of  net  tone 

17,528# 

18,974 

-17.3 

PAPERBOARD  (9/ii)thous  of  tons 

795.9# 

819  6. 

-1.2 

PAPER  (9/11)  rhous.  of  tons 

806  0<< 

828  Or 

0  0 

LUMBER  (9/11)  millions  of  ft. 

389.2# 

444.0 

-2.4 

RAIL  FREIGHT  (9/1  1)  billions  of  ton-miles 

19.4# 

21.5 

0.0 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

IM:liM!l^!M!M^^H^HI 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/22) 

106 

106 

121 

GERMAN  MARK  (9/22) 

1  63 

1.59 

1.49 

BRITISH  POUND  (9/22) 

1  52 

1  55 

1  70 

FRENCH  FRANC  (9/22) 

5  68 

5  54 

5.04 

CANADIAN  DOLLAR  (9/22) 

1  32 

1.31 

1  24 

SWISS  FRANC  (9/22) 

1  42 

1  38 

1.30 

MEXICAN  PESO  (9/22)' 

3.106 

3.110 

3  103 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S. 
pound  expressed  in  dollars 

dollar,  except  for  British 

PRICES 

Latest 
neek 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/22)  S/troyoz. 

354.400 

348  000 

1.8 

STEEL  SCRAP  (9,  21)  #1  heavy,  S/ton 

1 12.50 

11 2.50 

29.3 

FOODSTUFFS  (9/21  [index,  1967=100 

210.8 

212.3 

6.1 

COPPER  (9/18)  </lb. 

89.1 

90.5 

-20.1 

ALUMINUM  (9/18)  c/lb. 

52  8 

53.9 

9  4 

WHEAT  (9/18)  #2  hard,  $/bu 

3  35 

3  34 

5  6 

COTTON  (9/1 8)  strict  low  middling  1-1/16  in  ,  C/lb 

54  23 

53.55 

-3.1 

213 


Sept.  4 
232.5r 


Sept 
1992 


Jan 
1993 


May 
1993 


The  leading  index  rose  in  the  week  ended  Sept.  1  i .  Supplying  the  lift:  Be 
yields  continued  their  sharp  decline.  Real  estate  loans  also  picked  up  steam,  and 
broad  M2  money  supply  posted  faster  growth.  Nega*ives  for  the  week  included 
drop  in  stock  prices,  following  a  steady  runup.  And  materials  prices  fell  at  a  m. 
rapid  rate.  Data  for  business  failures  and  jobless  claims  were  not  available.  Prior 
calculation  of  the  four-week  average,  the  index  rose  to  234.7  from  233.3. 
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LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%  Chi 
year 


STOCK  PRICES  (9/17)  S&P  500 


460  36 


458.60 


CORPORATE  BOND  YIELD,  Aaa  (9/17) 

6.66% 

6.51% 

INDUSTRIAL  MATERIALS  PRICES  (9/17) 

94.7 

94.9 

-J 

BUSINESS  FAILURES  (9/10) 

NA 

366 

REAL  ESTATE  LOANS  (9/8)  billions 

$404.0 

$403.0r 

U 

MONEY  SUPPLY,  M2  (9/6)  billions 

$3,500.8 

$3,488.2r 

.i 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/4)thous 

322 

326r 



-13 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1 980=  1 00),  Dun  &  I  d- 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  oats 
data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%Ch 
yeoi.jc 

HOUSING  STARTS  (Aug.)  annual  rate,  thous. 

1,323 

1,227 

INDUSTRIAL  PRODUCTION  (Aug  )  total  index 

111.1 

1 10.9r 

5 

IMPORTS  (July)  millions 

$47,424 

$49,698r 

EXPORTS  (July)  millions 

$37,083 

$37,639r 

9 

Sources:  Commerce  Dept.,  Federal  Reserve  Board 


Latest 
week 


Week 
ago 


%Chg< 
yeai9« 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Meta/s 
Week,  Kansas  City  market,  Memphis  market 


MONEY  SUPPLY,  Ml  (9/6)  $1 

103.1 

$l,097.6r 

-2 

BANKS'  BUSINESS  LOANS  (9/8) 

267.7 

270.0r 

.1 
- 

FREE  RESERVES  (9/15) 

334 

809r 

.5 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/8) 

158  0 

158.0 

.3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free 
two-week  period  in  millions) 

reserves. 

which  are  expre 

ssed 

c 

■:r.]!i4'i:,M:i:ui:j:,u* 

latest 
week 

Week 
ago 

s 

FEDERAL  FUNDS  (9/21) 

3.23% 

3.00% 

3 

PRIME  (9/22) 

6  00 

6.00 

6 

COMMERCIAL  PAPER  3-MONTH  (9/2 1) 

3  16 

3.16 

3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/22) 

3.12 

3.14 

3 

EURODOLLAR  3-MONTH  (9/17) 

3  08 

3.06 

3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  if  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equiprit 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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MORE  NOTES 

FROM  NAFTA  WATCHERS 


The  report  from  the  Monongahela  Riv- 
er Valley  on  the  fears  of  retired 
steel  workers  ("A  magical  misery  tour 
with  NAFTA's  Steel-Belt  foes,"  Top  of  the 
News,  Sept.  13)  tells  half  the  story  here. 
True,  the  global  economy  buried  much  of 
this  region's  steel  industry.  But  the  glob- 
al economy  also  holds  the  keys  to  the  re- 
gion's continued  recovery.  Pennsylvania 
exports  to  Mexico  have  grown  dramati- 
cally during  the  past  few  years. 

Coincidentally,  on  the  day  your  article 
hit  the  newsstands,  representatives  of 
western  Pennsylvania's  Carnegie  Mel- 
lon University  were  meeting  with  Pres- 
ident Carlos  Salinas  de  Gortari  and  in- 
dustry leaders  in  Mexico  to  launch  a 
joint  institute,  in  part  to  further  busi- 
ness opportunities  among  our  commu- 
nities. Hunkering  down  in  the  Mon  Val- 
ley (or  Boston  or  Los  Angeles)  won't 
build  companies  and  jobs.  Aggressive 
efforts  by  American  companies  in  grow- 
ing markets  such  as  Mexico  will. 

Robert  Sullivan 
Dean 

( iraduate  School  of 
Industrial  Administration 
Carnegie  Mellon  University 
Pittsburgh 

Ten  years  ago,  I  was  a  metallurgist 
for  a  steel  mill  currently  being  torn 
down  in  the  Monongahela  River  Valley. 
In  my  five  years  there,  no  major  capital 
improvements  were  made.  The  plant 
was  closed  in  the  mid-'80s  because  it 
was  uncompetitive. 

I  am  now  employed  by  a  steel  mill 
that  produces  the  same  product  line. 
This  company  continually  makes  capital 
improvements  to  ensure  enhanced  qual- 
ity and  productivity.  During  the  recent 
slump  in  the  domestic  steel  industry, 
our  company  remained  busy  and  profit- 
able in  part  because  of  our  business 
with  Mexico. 

During  the  last  decade,  "Japan-bash- 
ing" provided  an  excuse  for  companies 
and  unions  to  remain  uncompetitive. 
Now  it's  NAFTA.  When  management  and 
employees  work  together  to  meet  bench- 
marks for  world-class  cost  and  quality, 


NAFTA  becomes  an  opportunity  rather 
than  a  threat. 

Ray  Leasure  Jr. 
Fort  Smith,  Ark. 

Robert  Kuttner's  commentary  "Seeing 
through  nafta's  new  clothes"  (Eco- 
nomic Viewpoint,  Sept.  20)  raises  im- 
portant considerations  but  must  be 
placed  in  a  larger  context. 

NAFTA  is  a  major  foreign  policy  deci- 
sion. Policies  considered  U.S.  domestic  is- 
sues will  become  major  factors  in  turbu- 
lent Mexican  politics.  The  two  countries 
don't  share  the  historical  motivation  and 
shared  experiences  that  allowed  Euro- 
peans to  form  the  Common  Market. 

Before  NAFTA  is  signed,  there  should 
be  a  full-scale  foreign  policy  debate  in 
Congress.  After  the  treaty  is  signed,  it 
will  be  too  late. 

Steven  Bounds 
New  York 

NATIONAL  MEDICAL 

EXAMINES  ITSELF  

We  read  with  interest  "Migraines 
for  National  Medical"  (The  Cor- 
poration, Sept.  13).  While  under  the  law 
you  are  innocent  until  proven  guilty, 
when  you  are  on  trial  in  the  media,  the 
mere  announcement  of  an  investigation 
wreaks  tremendous  damage. 

Accordingly,  we  announced  on  Aug. 
30  strong  measures  to  eliminate  any 
concerns  about  National  Medical  Enter- 
prises' integrity  and  business  practices. 
As  part  of  a  comprehensive  program  to 
restore  confidence,  we  are  appointing 
an  independent  task  force,  reporting  di- 
rectly to  the  ethics  and  quality  assur- 
ance committee  of  the  board  of  directors. 
Among  other  things,  it  will  randomly 
test  compliance  with  the  company's  pol- 
icies on  patient  admission  practices  and 
patient  referral. 

We  are  also  continuing  and  enhancing 
a  program  that  establishes  local  govern- 
ing boards  in  all  hospitals,  enhances 
quality  management  audits,  and  tight- 
ens billing  and  documentation  proce- 
dures. 

Much  of  the  senior  management  team 
at  NME  is  new,  appointed  within  the  past 
90  days.  Our  highest  priority  is  to  re- 
store, in  all  of  our  constituents,  full  con- 
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IBM  Client/  Server 

 i 


IBM  is  a  registered  trademark  of  International  Business  Machines  ©  1993  IBMI 


How  do  you  get  everyone 
working  in  concert? 

To  stav  competitive,  you  re  constantly  searching  tor  better  \\a\s  to  orchestrate  the 


How  ol  information.  How  do  you  get  more  out  ol  your  PCs?  How  can  you  make  .the 


most  of  your  existing  s\ stems'.'  \\  hat  can  he  done  to  streamline  your  organization? 


More  often  than  not.  the  answer  is  IBM  Client/Server. 


IBM  can  develop  open  client/server  solutions  that  put  the  combined  strength  of 


ix  computer  systems  to  work  for  you.  We  have  thousands  ol  specialists  worldwide 

0  can  work  with  you  to  custom-tailor  a  solution  that's  right  lor  your  particular 
siness.  And  we'll  work  with  you  at  any  stage  of  tin*  process,  from  initial  consulting 
helping  you  tie  everything  together — we'll  even  manage  your  systems  for  you. 
Whether  you're  upsizingor  downsizing,  nohody  knows  how  to  ensure  systems 
iability  and  security  for  your  "mission  critical"  applications  better  than  I  BM. 

We  can  also  help  you  integrate  different  types  ol  hardware,  software  and  networks. 

1  pave  the  industry's  widest  array  ol  software  and  network  products,  and  we 
pport  Distributed  Computing  Environment  (DCE),  enabling  different  computer 
iinds  and  platforms  to  work  together  in  harmony. 

For  more  and  more  companies,  IBM  Client/Server  is  the  key  to  getting  everyone 
irking  in  concert.  We've  done  it  for  hundreds  of  companies.  We  can  do  it  for  you. 
rmore  information,  call  1  800  IBM-0045,  ext.  10. 


here's  never  been  a  better  time  to  do  business  with 


Build  Your 
College  Savings 

With  Fidelity 

With  college  costs  spiraling  upward,  you  know  you  should 
probably  be  saving  for  your  child's  education.  And  now,  the  Fidelity 
College  Savings  Plan  can  help  make  it  easy  to  take  the  first  step. 

It  s  Easy  To  Start 

Tlie  Fidelity  College  Savings  Plan  offers  you  four 
specially  selected  mutual  funds.  And  to  help  you  take 
that  important  first  step,  there  are  no  sales  charges  plus 
a  special  low  minimum*  of  $  1 ,000  or  $  100  per  month 
with  our  Starter  Account  -  just  for  college  savers. 

Save  Regularly  Over  Time 

With  Fidelity's  Plan,  you  can  also  choose  to  make 
automatic  monthly  or  quarterly  investments  tight 
from  your  bank  account  into  your  child's  College 
Savings  Plan  account.  It's  easy  with  Fidelity  Auto- 
matic Account  Builder.** 

Our  Free  Planning 
Guide  Can  Help 

We've  created  a  common  sense 
college  planning  guide  to  help  you 
put  it  all  together.  From  special 
offers  lor  I  (IMA/I  TU  \  custodial 
accounts  to  easy-to-follow  planning 
worksheets,  the  Fidelity  College 
Savings  Plan  gives  you  everything  you 
need  to  start  saving  now. 

Call  24  Hours  For  A  Free  Fact  Kit 

1-800-544-3898 


■ 


Fidelity 


investments 

Common  sense.  Uncommon  results. 


2r  -Share  prices  (except  lor  money  market  Funds),  yields  and  returns  will  vary.  The  load  waiver  on  Blue  Chip 
Growth  Fund  and  Growth  X  Income  Portfolio  and  the  $  1 .000  minimum  investment  on  these  hinds  and  on  Cash 
Reserves  and  \ssei  Manager  apply  to  custodial  (I  GM  VI  TMA)  accounts  only,  Starter  Account  Option  available 
only  in  Cash  Reserves.  \n  investment  in  Cash  Reserves  is  not  insured  or  guaranteed  by  the  I  .S.  government, 
and  (here  is  no  assurance  that  a  $  1  share  price  can  be  maintained.  Tor  more  complete  information  including 
management  lees  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
*  'Periodic  investment  plans  do  not  protect  against  loss  in  declining  markets  nor  do  they  assure  a  profit. 

 I  ulelil\  Distributors  Corporation  
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CORRECTIONS  &  CUVRIHCATIOli 

"AT&T's  bold  bet"  (Cover  Story,  A 
30)  said  Chairman  Robert  E.  Allen  I 
er  attended  Harvard  business  sell 
Allen  completed  the  school's  four-mi 
executive  education  Program  for  M 
agement  Development  in  1965. 

"The  high  price  of  bad  blood"  (ToJ 
the  News,  Sept.  27)  stated  that  the! 
tional  Hemophilia  Foundation  wasl 
manding  a  settlement  from  Bal 
International  Inc.  and  three  other  I 
pliers  to  compensate  hemophiliacs  I 
contracted  aids  through  clotting  agl 
The  group  is  targeting  four  other  I 
pliers  besides  Baxter. 

"Stock  picking  marvel— or  just  a  J 
promoter"  (Finance,  Sept.  27)  sal 
judge  found  that  Rafi  M.  Kahn  I 
"committed  willful  perjury."  On  A 
26,  a  U.  S.  appeals  court  vacated  ail 
junction  blocking  his  attempt  to  unj 
the  board  of  ICN  Pharmaceuticals  Inj 
also  vacated  the  perjury  finding,  | 
ing  "unless  perjury  is  at  issue  in  a  a 
such  a  finding  is  not  necessary."  I 
court  declined  to  reverse  the  peri 
finding,  saying,  "we  perceive  no  q 
for  doing  so  on  this  record." 


fidence  in  this  company,  its  50,000! 
ployees,  and  its  dedicated  medical  sj 
Jeffrey  C.  Barbal 
Chairman  &j 
National  Medical  Enterprises! 

Santa  Monica,  (|l 

irS  NOT  JUST  FOGEYS 

WHO  PIG  THE  DIGEST  

Our  company  has  attracted  mill 
of  younger  customers,  contrail 
your  story  ("The  Digest  develops  a  j 
for  TV  drama,"  Top  of  the  News,  3 
13).  For  example.  Reader's  Digestl 
over  13.6  million  U.  S.  readers  ages  | 
34,  which  is  third  in  this  age  gj 
among  all  consumer  magazines. 

Another  example:  Among  the  4.6l 
lion  readers  of  American  Health,  01J 
our  special-interest  magazines,  70°/\ 
ages  18  to  49,  and  more  than  a  ll 
have  children  under  6. 

Also,  Reader's  Digest  has  abou 
million  more  readers  than  Modernl 
turity  (50  million  vs.  37  million). 

George  V.  Gj 
Chairman  &l 
Reader's  Digest  Associations 
Pleasantville,  ft 


Letters  to  the  Editor  should  be  sent  to  Readers  Is 
Business  Week,  1221  Avenue  of  the  Americas,! 
York,  N  Y  10020  Fax  (212)  512-4721  All  J 
must  include  an  address  and  daytime  and  evenirjl 
phone  numbers.  We  reserve  the  right  to  edit  letrl 
clarity  and  space 
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Although  the  McCooey  brothers  and  their  sister 
have  always  been  reminded  of  their  striking  similarities, 
it  is  their  differences  they  have  always  insisted  on. 

it  is  no  wonder  then,  that  each  owns 
a  different  waterman  pen.  for  while  style  is  key, 
individuality  is  still  everything. 


WATERMAN  m 


There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


From  Sao  Paulo  to  Singapore,  more  people  aron 

BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  years 
in  Asia  and  75  years  in  Latin  America.  BECAUSE  Citibank  has  the  largest  worldwide  branch 
network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  today 


b  world  choose  Citibank  than  any  other  bank. 


BECAUSE  Citibank  is  the  leading  global  private  bank,  providing 
investment  management  services  with  a  distinctly  international  focus. 
BECAUSE     THE     CITI     NEVER  SLEEPS. 


CITIBANK*1/ 
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THE  GREAT  POWER-LINE  COVER-UP:  HOW  THE  UTILITIES  AND  THE  GOVERNMENT  ARE 
TRYING  TO  HIDE  THE  CANCER  HAZARD  POSED  BY  ELECTROMAGNETIC  FIELDS 

By  Paul  Brodeur 

Little  Brown  •  326pp  •  $21.95 


STRONG  CURRENTS, 
WEAK  CASE 


Life  in  the  late  20th  century  certain- 
ly gives  folks  plenty  to  worry 
about— nuclear  waste,  the  thinning 
ozone  layer,  asbestos,  and  pesticides  and 
other  chemicals  on  foods  and  lawns.  For 
the  past  five  years,  New  Yorker  writer 
Paul  Brodeur  has  been  painting  a  chill- 
ing portrait  of  a  problem  that  goes  to 
the  heart  of  how  we  live:  the  menace 
posed  by  electricity. 

In  his  1989  Currents  of  Death,  Bro- 
deur warned  of  dangerous  electromag- 
netic fields  emitted  by  everything  from 
computers  to  electric  blankets.  Now,  in 
The  Great  Power-Line  Cover-Up,  he  not 
only  warns  of  a  looming  cancer  epidem- 
ic, but  also  accuses  government  officials, 
utility  executives,  even  the  nation's  top 
newspapers,  of  hiding  the  threat.  As  a 
result,  "thousands  of  unsuspecting  chil- 


dren and  adults  will  be  stricken  with 
cancer,  and  many  of  them  will  die  unnec- 
essarily early  deaths."  Yikes! 

Brodeur  backs  up  his  warning  with 
undeniably  tragic  tales.  A  big  chunk  of 
his  book  chronicles  the  sorrow  on  Mead- 
ow Street,  for  example.  Only  nine  hous- 
es perch  on  this  street  in  Guilford, 
Conn.,  but  the  litany  of  ills  is  horrify- 
ing—excruciating headaches,  brain  can- 
cer, ovarian  tumors,  epilepsy.  Brodeur 
insists  the  cause  is  an  adjacent  power 
substation  that  emits  magnetic  fields  of 
more  than  a  hundred  milligauss  (25 
times  stronger  than  those  a  foot  away 
from  a  computer  screen).  What's  more, 
he  writes,  public  health  officials  inexpli- 
cably and  inexcusably  concluded  elec- 
tromagnetic fields  were  not  to  blame. 

Well,  don't  head  for  the  log  cabin  just 


yet.  A  little  knowledge  of  this  controra 
sy,  or  even  a  close  perusal  of  the  Ink 
turns  up  enough  inconsistencies,  dpi 
ous  interpretations,  and  selective  rep'rt 
ing  to  cast  immense  doubt  on  the  wMj 
argument— and  to  reveal  Brodeun, 
more  zealot  than  journalist.  That's  I 
bad,  because  there's  a  need  for  an  I 
biased  assessment  of  the  dozens  of  ojf 
contradictory  studies  of  power-line  eic 
sure.  What's  more,  Brodeur's  view  fl 
electromagnetic  fields  must  be  avoik 
at  all  costs  means  he  can't  reasonaj 
address  the  underlying  question:  liv 
far  should  society  go  to  eliminate  a  si 
that's  still  uncertain  but  probably  sml* 

Instead,  The  Great  Power-Line  Can 
Up  repeatedly  strains  credulity.  It's  if 
ficult  to  believe  that  any  single  fad 
can  cause  the  long  list  of  ailments  lo 
deur  attributes  to  electromagnetic  fids 
In  fact,  public  health  officials  who  sm 
ied  diseases  on  Meadow  Street  u 
among  pupils  of  a  Fresno  (Calif.)  sclo 
concluded  that  they  are  too  diverscju 
constitute  a  "cluster"  indicative  of  a  H 
ard.  Brodeur's  response:  The  officii 
are  either  incompetent  of  biased. 

Elsewhere,  Brodeur  seriously  un«f 
cuts  his  case.  In  addition  to  attribu^ 
the  brain  tumors  on  Meadow  Street 


WHO  HAS  A 
SAFER,  SIMPLER 
WAY  TO  MANAGE 
RETIREMENT  SAVING 
FOR  GROWTH? 
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netic  field  exposure, 
•epeatedly  cites  "no 
I  than  twelve  stud- 
showing  increased  in- 
lce  of  brain  cancer  in 
ile  exposed  to  fields. 
i,  late  in  the  book,  he 
ibes  new  Swedish  re- 
ch  that  "blew  away 
industry's  argument 
the  results  of  previ- 
studies  were  suspect." 
Swedes  found  that 
greater  exposure  to 
s,  incidence  of  child- 
leukemia  rose  some- 
t.  But  Brodeur  ad- 
:  "Surprisingly,  they 
rved  no  association  in 
T  children  or  adults 
■een  exposure  to  magnetic  fields  and 
occurrence  of  brain  tumors."  This 
rently  doesn't  shake  Brodeur's  belief 
ich  a  link.  And  he  doesn't  mention 
one  study  of  telephone  linemen  cit- 
hemicals  such  as  solvents,  not  elec- 
lagnetic  fields,  as  the  probable  cause 
evated  rates  of  brain  cancer, 
rodeur's  charges  of  a  cover-up  are 
larly  unconvincing.  Various  prestig- 
scientific  bodies  have  concluded  that 
cancer  threat  from  power  lines  is 
•oven.  Brodeur  says  the  conclusions 


rodeur  says  power 
lines  cause  cancer. 
But  his  selective 
reporting  undermines 
his  argument 


are  baloney:  The  researchers  are  biased 
because  some  are  utility  industry  consul- 
tants. But  any  study  suggesting  a  small 
link  between  electromagnetic  fields  and 
cancer  he  treats  as  gospel— even  if  that 
research  was  wholly  funded  by  the  in- 
dustry. In  Brodeur's  world,  it  seems, 
the  main  sign  of  being  part  of  a  con- 
spiracy is  disagreeing  with  him. 

Power  lines  and  electrical  devices 
have  hardly  been  proven  benign.  Evi- 
dence suggests  a  small  increase  in  leuke- 
mia and  perhaps  other  cancers  among 


people  exposed  for  long 
periods  to  moderately 
high  fields.  But  eliminat- 
ing all  risk  by  burying 
power  lines,  shielding 
transformers,  and  moving 
homes  and  schools  would 
cost  billions— and  probably 
prevent  only  a  handful  of 
cases.  Far  more  sensible 
is  a  strategy  of  "prudent 
avoidance"— reducing  ex- 
posure by  taking  a  few 
cheap  steps,  such  as  regu- 
lating current  flows 
through  power  lines  to 
minimize  fields  or  prohib- 
iting new  houses  or 
schools  from  being  built 
within  a  few  hundred  feet 
of  high-tension  wires.  Many  states  and 
utilities  already  take  such  actions— in 
many  cases  because  of  public  pressure. 

The  Great  Power-Line  Cover-Up  is  an 
odd  beast.  The  new  evidence  it  purports 
to  present  is  too  weak  to  have  much 
impact  on  policy,  and  as  an  expose,  it's 
remarkably  lame.  What's  left  is  merely  a 
good  read  that  needs  to  be  approached 
with  a  sturdy  dose  of  skepticism. 

BY  JOHN  CAREY 
Carey  covers  Science  and  Technology 
for  BUSINESS  WEEK  from  Washington. 


Imagine  a  retirement  program  that  lets  you  invest  for 
1  without  risking  a  single  penny  of  your  principal.  What 
tagined  is  an  Equitable  variable  annuity. 
Here's  how  it  works:  contributions  to  your  annuity  stay 
anchored  in  our  Guaranteed  Interest  Account.  Then,  if 
ish,  we  automatically  transfer  your  monthly  interest  into 
hoice  of  one  or  more  growth-oriented  investment  funds 
sionally  managed  by  some  of  the  most  experienced  peo- 
the  business.  You  gain  the  benefits  of  "dollar  averaging" 
quity  investments  over  a  long  period  of  time. 


There's  no  simpler,  safer  way  to  manage  your  retirement 
savings  for  growth.  And  you  can  make  changes  in  your  savings 
plan  whenever  you  want. 

To  pursue  your  interest  in  The  Equitable  and  its  versatile 
and  timely  range  of  products,  write  to  Richard  H.  Jenrette. 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable, 
787  Seventh  Avenue,  Department  A,  New  York,  NY  10019. 

For  more  complete  information  about  our  Variable  Annuities,  including  charges 
and  expenses,  obtain  a  prospectus  from  your  Equitable  Agent.  Principal  value  and  return 
of  an  investment  in  variable  funds  will  fluctuate  with  changes  in  market  conditions. 


EQUITABLE 

STRENGTH  IN  NUMBERS 


©  1993  The  Equitable  Companies  Incorporated.  NY.  NY  loom. 
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See  Your 
Customers  As 
Individuals,  And 
You  Could  See 
A 15%  Increase 
In  Revenues. 


No  One  Offers  Better  Ways] 


You  can  never  know 
customers.  And  with  con 
systems  you  won  t.  Only 
AT&T/  NCR  can  give  you 
the  processing  power  to 
extract  individual  cus- 
tomer profiles  from  the 
detail  data  that  already 
exists  in  your  enterprise. 
And  the  servers  and  net- 
working power  to  move 
that  information 
wherever  it  s  needed. 


too  much  ahout  your 
ventional  mainframe 

^ne  ability  to 
manipulate  large  databases, 

analyze  data,  and  get 
information  out  quickly  to  the 
people  who  need  it  gives  us  a 
number  of  advantages. 
We  gain  belter  insight 
on  how  to  manage  the 
Railroad,  save  money 
because  we  are  belter 
able  to  deploy  assets, 
and  ultimately  improve 
customer  service.  )5 

Joyce  Wrenn, 
Chid  Information  <  Ifficer, 
Union  Pacific  Railroad 


Better  Knowledge  Of  Your 
Customers  Can  Mean  A  Better 
Bottom  Line. 

We  can  help  you  understand  not  only  who 
your  customers  are  and  what  they  are  doing,  hut 
what  they're  most  likely  to  do  next.  So  you  can 
create  specific  marketing  programs  for  each  cus- 
tomer segment.  Better  sell  and  service  existing 
customers.  And  develop  new  ones. 

That  can  mean  higher  customer  satisfaction 
and  a  better  bottom  line.  In  fact,  our  customers 
report  revenue  increases  of  as  much  as  15%. 
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Closer  To  Your  Customers. 


New  Levels  Of  Power  From  A  New 
Kind  Of  Information  Company. 

No  other  company  in  the  world  offers  so  many 
^    solutions  for  capturing  data  and  turning 
to\  'nt0  acl'onau'e  information.  From 

ir:«  In 1   mobile  PCs,  through  the  world's  broadest, 
most  powerful  family  of  midrange 
servers,  to  massively-parallel  processors. 
And  no  other  company  can  match  our  global 
expertise  in  communications  and  networking. 
Once  the  information  is  generated,  we  can  help 
you  move  it  anywhere  in  the  world,  fast. 


To  get  to  know  your  customers  better, 
phone  1 800  CALL-NCR  today.  We  can  help  you 
implement  the  breakthrough  applications  that 
will  help  you  thrive  in  the  future. 


AT&T 


NCR 


An  AT&T  Company 
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Economic  Viewpoint 


DOWN  AND  OUT  ALL  OVER 
EUROPE:  A  LESSON  FOR  AMERICA 


BY  GARY  S  BECKER 


What  accounts  for 
jobless  rates  of  over 
10%  in  the  EC? 
Companies  are  leery 
of  hiring  because  of 
laws  that  protect 
workers  from  layoffs 
and  assure  generous 
vacation,  sick  days, 
and  family  leave 


GARY  S  BECKER,  THE  1992  NOBEL 
LAUREATE  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


Many  intellectuals  in  the  U.  S.  and 
Asia  believe  that  European  social 
welfare  policies  should  be  a  blueprint 
for  action  in  their  own  countries.  But  those  pol- 
icies are  financed  by  high  taxes  and  mandates 
on  business  that  are  at  least  partly  responsible 
for  a  spectacular  increase  in  European  unem- 
ployment during  the  1980s  and  1990s. 

In  the  early  1980s,  unemployment  was  less 
than  4%  in  France,  Germany,  and  most  other 
Western  European  nations.  It  now  averages 
more  than  10%,  and  the  rate  for  those  under 
25  is  close  to  20%.  By  contrast,  unemploy- 
ment in  the  V.  S.  has  not  increased  much  dur- 
ing the  past  15  years  and  is  still  less  than 
7%,  while  Japan's  rate  has  risen  only  slowly 
and  is  still  below  3%. 

The  U.  S.  and  Japanese  experience  shows 
that  the  growth  in  European  unemployment  is 
not  due  simply  to  greater  competition  from  the 
less  developed  world  or  to  other  forces  that 
have  affected  all  countries  equally.  The  rapid 
growth  of  labor  costs  throughout  Europe  ap- 
pears to  have  had  much  to  do  with  the  explo- 
sion in  unemployment. 

About  half  of  Germany's  average  labor  cost 
of  $27  an  hour  results  from  social  security, 
health,  unemployment  compensation,  disability, 
and  other  taxes.  And  in  France,  Italy,  Spain, 
and  Sweden,  the  portion  of  total  labor  costs  at- 
tributable to  the  government  is  nearly  as 
large.  By  contrast,  this  fraction  is  less  than 
25%  in  Japan  and  the  U.  S.,  and  even  lower  in 
Korea  and  Taiwan. 

Regulations  that  restrict  layoffs  and  man- 
date numerous  vacation  days  and  other-  paid 
leaves  raise  Europe's  cost  of  labor  far  above 
the  already  high  level  of  wages  and  taxes  on 
labor.  Generous  leaves  for  sickness  and  other 
reasons  increase  Sweden's  absenteeism  rate 
to  107  and  Germany's  to  9%,  compared  with 
2%  to  3%  in  Japan  and  the  U.  S. 
UNDERGROUND  ECONOMY.  To  reduce  costs, 
many  European  companies  increasingly  resort 
to  temporary  workers,  because  they  are  easy 
to  dismiss  and  do  not  qualify  for  fringe  bene- 
fits and  taxes.  In  Spain,  where  it  is  almost  im- 
possible to  fire  workers  on  the  regular  payroll, 
about  one-third  of  employees  are  temporary. 
Even  in  France  and  Germany,  more  than  10% 
of  workers  are  temps. 

Europe's  underground  economy  has  also 
grown  enormously,  in  part  because  it  provides 
a  way  to  escape  government-imposed  employ- 
ee costs.  Although  no  reliable  figures  on  this 
sector  exist,  crude  estimates  suggest  perhaps 
25%  of  all  Italian  and  Spanish  workers  work 
underground  at  least  part  of  the  time,  as  do 
10%  of  those  in  Belgium,  France,  Germany, 
and  Sweden. 


When  labor  is  expensive  and  when  ffj 
employees  is  difficult,  companies  replace! 
parting  workers  only  slowly— and  are  reluJ 
to  expand  even  when  the  economy  pickaj 
This  is  why  it  now  takes  much  longer  the 
did  a  decade  ago  to  find  a  job  in  Europe  ifr< 
are  a  first-time  job  seeker,  a  mother  return 
to  work  after  childbirth,  or  an  immigran 
also  explains  why  the  youth  unemployra 
rate  is  so  high  and  why  those  out  of  \js 
for  over  a  year  have  grown  to  more  than! 
third  of  the  unemployed.  During  the  pasts 
decades,  private  employment  in  the  Eurol 
Community  has  barely  increased:  The  pi 
sector  has  accounted  for  almost  all  growl 
employment.  Japan  and  the  U.  S.  have ; 
the  opposite  experience:  Private  employrl 
has  surged,  while  government  employil 
has  grown  little. 

THE  HARD  WAY.  The  long-term  unemplos 
youths,  temporary  employees,  and  uni 
ground  workers— none  of  these  groups  ll 
any  opportunity  to  invest  in  job  skills  l 
training.  The  sharp  growth  in  these  categiji 
means  that  fewer  workers  are  being  trainJ 
work  in  modern  economies,  which  denfl 
high  levels  of  skill  and  knowledge.  The  mj 
quate  training  that  workers  receive  makj 
still  harder  for  them  to  find  satisfactory  ll 
term  jobs. 

Fortunately,  a  reaction  seems  to  be  sell 
in.  Sweden's  conservative  government! 
tightened  up  its  rules  for  paid  sick  leave! 
though  they  are  still  generous  to  a  fault.  1 
Waigel,  Germany's  Finance  Minister,  wji 
to  cut  unemployment  pay  and  social-secil 
handouts  and  scrap  maternity  pay  and  jj 
ments  to  construction  workers  who  are  teii 
rarily  laid  off.  The  French  government! 
frozen  social-security  benefits  and  increl 
the  number  of  years  of  work  needed  t<| 
eligible  for  pensions.  In  the  Netherlands,! 
Christian  Democrats  want  to  shelve  the  rfl 
mum-wage  law.  A  Socialist  Spanish  gov!" 
ment  is  trying  to  make  it  easier  for  compjjj 
to  fire  employees. 

Unfortunately,  President  Clinton's  propfi 
health  tax  on  employers  is  just  the  latest^ 
ample  of  a  trend  in  the  U.  S.  to  mandate  111 
ness  spending.  Others  include  excessive  Si 
Security  and  Medicare  taxes,  difficult-to-rl 
requirements  to  employ  disabled  job  aj 
cants,  and  compulsory  leaves  for  employee! 
bear  children.  The  European  experience  shll 
be  a  lesson  to  the  U.S.  and  other  count! 
Employment  is  much  more  buoyant  when  | 
ernments  interfere  less  in  labor  markets 
fairs.  Let's  hope  that  this  lesson  doesn't  1 
to  lie  learned  the  hard  way— through  hid 
unemployment. 
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ECONOMIC  VIE 


FEE  SIMPLE 


Understanding  what  business  cards  cost  you  isn't  always  easy.  For  example,  MasterCard""  and  VISA'" 
business  cards  actually  are  issued  by  hundreds  of  different  banks.  What's  more,  each  bank  can  vary  its  fee 
system.  One  may  charge  late  fees,  another  adds  delinquency  assessments,  a  third  charges  revolving  interest 
Why  spend  time  making  sense  of  all  that  when  one  card  makes  it  simple?  American  Express  offers  you  one 
straightforward  fee  structure  from  one  company  -  so  you  know  what  to  expect.  For  fees  that  are  clear  and 


Travel 

Management 
Services 


The  American  Express®  Corporate  Card.  It's  all  business. 


simple,  it's  the  card  you  can  count  on 


©  1993  American  Express  Travel  Related  Services  Company,  Inc. 


Spark 


The  really  creative 
part  of  derivatives 
is  asking  the  right 
questions.  The 
ones  that  let  us 
figure  out  how  to 
help  a  client  gain 
a  real  business 
advantage,  as  well 
as  a  financial  one." 


Using  derivatives  for  stra- 
tegic advantage  requires 
more  than  advanced  technol- 
ogy. It  demands  advanced 
thinking.  With  experts  in 
every  major  market,  a  track 
record  long  on  innovation, 
and  capital  strength  few 
can  equal,  we  approach 


ement  not  as 


a  stan 


but  as  part  of  an  integrated 
approach  to  supporting 
our  clients'  objectives. 
At  J.R  Morgan  we  find  the 
best  solutions  because  we 
ask  the  right  questions. 


Economic  Trends 


BY  MICHAEL  J  MANDEL 


BIG  SAVINGS  TO  BE  HAD 
FROM  BETTER 
WEATHER  WATCHING 


Since  1988,  the  U.  S.  has  been  hit  by 
a  near-Biblical  string  of  weather  dis- 
asters, causing  a  staggering  $93  billion  in 
damage  (table).  By  comparison,  bad 
weather  caused  only  So  billion  in  damage 
the  preceding  five  years  (1983  to  1987), 
according  to  figures  from  the  National 
Climatic  Data  Center  in  Asheville,  N.  C. 

Why  the  sudden  surge  of  weather-re- 
lated damage?  Bad  luck,  in  part.  But 
the  U.  S.  has  also  become  more  vulner- 
able to  severe  weather.  Exposed  coasts 
and  flood  plains  now  are  filled  with 
homes  and  businesses.  And  many  me- 
teorologists suspect  there's  more  vari- 
ability because  of  the  greenhouse  effect 
and  other  climatic  changes. 


HEAVY  WEATHER, 
HIGH  COSTS 


BILLIONS 


SUMMER 
1993 

MARCH  J~\ 
1993 

SEPTEMBER 
1992 

AUGUST  2N 
1992 

AUGUST  ZN 
1991  ^ 

SEPTEMBER  T 
1989  ^ 

SUMMER 
1988 


HOOD 
MIDWESTERN  U.S. 

STORM/BUZZARD 

EASTERN  U.S. 

HURRICANE  INIKI 

HAWAII 

HURRICANE  ANDREW 

FLORIDA 

HURRICANE  BOB 

U.S.  EAST  COAST 

HURRICANE  HUGO 

CAROLINAS 

DROUGHT/HEAT  WAVE 

CENTRAL  AND  EASTERN  U.S. 


OF  DOLLARS 

$12.0 
6.0 
1.8 

25.0 
1.5 
7.1 

40.0 


DAIA  NATIONAL 

CLIMATIC  DATA  CENTER  COSTS 


93.4 


But  the  bill  from  bad  weather  could 
have  been  even  bigger  if  forecasting 
hadn't  improved.  "Our  five-day  forecast 
now  is  as  good  as  our  three-day  forecast 
was  8  to  10  years  ago,"  says  James 
Howcroft,  deputy  director  of  the  Na- 
tional Meteorological  Center  at  the  Na- 
tional Weather  Service  (NWS)  in  Camp 
Springs,  Md.  The  NWS  is  in  the  middle 
of  a  15-year,  $4  billion  modernization 
program  that  should  further  boost  its 
forecasting  ability.  New  radar  systems 
already  are  being  used  to  give  earlier 
tornado  warnings  in  Oklahoma  and  Flor- 
ida, saving  lives  and  property. 

Soon,  forecasts  of  temperature  and 
rainfall  a  season  or  more  in  advance 
may  help  prevent  more  damage.  "You 
can  save  lives  with  short-term  forecasts," 
says  Richard  Anthes,  president  of  the 
University  Corporation  for  Atmospheric 


Research  in  Boulder,  Colo.,  "but  long- 
term  outlooks  are  much  more  valuable  in 
terms  of  agricultural  strategies,  water- 
resource  management,  and  industry." 

With  a  few  months'  warning  of  a 
drought  or  flood,  farmers  could  switch 
crops  and  planting  times  to  take  advan- 
tage of  conditions  that  are  wetter  or 
drier  than  usual.  And  "if  you  had  a  long- 
er outlook,  you  might  manage  your 
dams  and  reservoirs  differently,"  says 
John  A.  Dutton,  dean  of  the  College  of 
Earth  &  Mineral  Sciences  at  Pennsyl- 
vania State  University.  If  the  Midwest 
floods  had  been  anticipated,  the  U.  S. 
Army  Corps  of  Engineers  could  have 
let  water  out  of  reservoirs  in  advance  to 
make  more  room  for  heavy  rains. 

Up  to  now,  the  NWS  has  made  90-day 
forecasts  using  methods  that  don't  pre- 
dict rainfall  very  well.  But  there  are 
promising  new  forecasting  techniques 
based  on  the  El  Nino  effect,  which  links 
Pacific  Ocean  temperatures  to  climate 
patterns  around  the  world,  says  NWS 
meteorologist  Ants  Leetmaa.  Soon,  the 
\\\  s  will  start  releasing  experimental 
long-run  forecasts  of  U.  S.  temperature 
and  precipitation  using  the  new  model. 
"We're  going  to  be  able  to  do  better 
than  we're  doing  now,"  says  Leetmaa.  If 
he's  right,  it  could  help  the  U.  S.  avoid 
getting  soaked  in  the  future. 


WAGES  AHD  PROFITS: 
MORE  BALANCED 
THAN  YOU  THINK 


Call  it  the  dog  that  didn't  bark  in  the 
night.  It's  common  wisdom  that  the 
economy  is  going  through  an  unprece- 
dented squeeze  on  jobs  and  wages.  At 
the  same  time,  the  rolling  tide  of  corpo- 
rate downsizing  and  new  technology  was 
supposed  to  lift  productivity  and  profits. 

Yet  judging  by  the  numbers,  there  is 
no  sign  that  capital  has  gained  the  upper 
hand  in  its  struggle  with  labor.  Accord- 
ing to  Commerce  Dept.  figures,  in  the 
second  quarter  of  1993,  the  share  of  na- 
tional income  going  to  wages  and  sala- 
ries was  60.5%.  That's  down  just  slight- 
ly from  I  he  61%  average  in  the  years 
1985-89.  And  despite  the  rebound  in 
profits  over  the  past  two  years,  corpora- 
tions still  got  only  8.7%  of  national  in- 
come in  1993's  second  quarter,  un- 
changed from  the  1985-89  period. 

That  suggests  that  there  has  been  no 
big  shift  from  wages  and  salaries  to 
profits.  Instead,  corporations  have  been 
cutting  costs  just  to  survive  rather  than 
to  take  a  bigger  share  of  the  national  in- 
come pie.  If  so,  when  normal  growth 
resumes,  wages  will  rise  for  workers 
just  as  profits  will  for  companies. 


1 


REAL  INTEREST  RATES 
ARE  A  WRENCH  IN 
THE  G  rS  RECOVERY 


Why  hasn't  the  big  drop  in  intta 
rates  in  the  industrial  w«j 
spurred  more  growth?  One  key  reasfl 
that  while  market  rates  have  come  dj 
sharply,  real  interest  rates— the  in 
est  rate  minus  inflation— still  are  I 
in  most  countries.  In  the  U.  S.,  thJ 
cent  plunge  in  rates  brought  the  a 
interest  rate  on  10-year  bonds  dow| 
about  2.5%.  That's  close  to  its  post! 
average  and  lower  than  it  was  for  $ 
of  the  1980s. 

But  even  with  Japan's  latest  disci 
rate  cut,  real  interest  rates  across  il 
of  the  world  are  still  startlingly  \'t 
Japan,  with  a  3.9%  interest  rate  ana 
inflation,  has  a  real  rate  of  2.9%  oJ 
10-year  bonds.  France  has  a  3.9%  I 
rate,  and  Britain,  with  a  7%  intei 
rate  and  a  L3%  inflation  rate,  has  al 
rate  of  5.7%. 

Until  these  real  interest  rates  J 
further,  faster  growth  will  be  harl 
achieve.  In  a  recent  report,  Steven! 
gourney,  head  of  global  strategy  at  I 
man  Brothers  Inc.,  notes  that  I 
Group  of  Seven  real-bond  yield,  no'g 
2.9%,  compared  with  3.4%  two  moj 
ago,  remains  too  high"  to  revive! 
world  economy. 


THE  BOND  BOOM  LOOK! 
LIKE  A  DEFICIT-CUTTER' 
BEST  FRIEND 


In  the  first  seven  months  of  1993,  rl 
than  $73  billion  of  new  money  flol 
into  bond  mutual  funds  as  investors  1 
advantage  of  the  bond  rally  triggJ 
in  part  by  President  Clinton's  deficil 
duction  plan.  This  huge  inflow  has  si 
market  watchers  worried  that  a  1$ 
number  of  unsophisticated  investors  I 
be  exposed  to  big  losses  if  interest  rfl 
bounce  up  again. 

Not  to  worry,  says  economist  Dl 
Hale  of  Kemper  Securities  Inc.  He  pel 
out  that  the  enormous  shift  into  t| 
funds  has  created  something  that  nul 
existed  before:  a  broad-based  constitj 
cy  for  deficit  reduction.  "That  could  I 
the  Administration  offset  some  of  I 
unpopularity  caused  by  its  tax  progr| 
notes  Hale.  What's  more,  the  legion! 
bond-fund  investors  now  have  a  veJ 
interest  in  resisting  any  attempt 
boost  the  deficit  again,  making  it  nj 
likely  that  interest  rates  will  stay  dl 
in  the  future. 
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you  stare  at  the  1.3%  figure  for  first-half  economic 
growth  too  long,  your  vision  of  the  second  half  is 
)Ound  to  get  blurred.  Many  of  the  third-quarter  num- 
clearly  suggest  that  the  U.  S.  economy's  disappoint- 
>ast  is  not  prologue.  In  fact,  second-half  growth  in  the 
e  of  3%  to  4%  looks  increasingly  likely, 
le  growth  leaders  in  the  third  quarter  are  coming  into 
per  focus.  Consumers  are  spending  at  a  healthy  clip, 
dte  their  widely  voiced  pessimism.  Business  has  in- 
singly  bullish  plans  to  invest  in  new  equipment.  And 
when  you  might  have  thought  it  wasn't  going  to 
)en,  homebuilding  and  housing  demand  finally  are  re- 
iding  to  historically  low  interest  rates. 

Also,  overall  industrial  pro- 
duction—and manufacturing  out- 
put especially— are  showing  defi- 
nite signs  of  a  pickup,  even 
V^W^^j       though  factory  payrolls  still  are 
/^/V*  shrinking  and  the  trade  gap  con- 

tinues to  yawn. 

Consider  the  latest  data:  Con- 
sumer spending  through  August 
is  rising  at  an  annual  rate  of 
about  3.5%  from  the  second 
quarter.  Industrial  production  is 
2.4%,  with  big  auto-led  gains  on  tap  for  the  fourth 
rter.  Capital-spending  plans  for  the  second  half  are 
"ly  as  robust  as  they  were  in  the  first.  And  in  August, 
sing  starts  jumped  to  a  3!f  year  high,  while  new  jobless 
ns  fell  to  a  four-year  low  (charts).  That's  hardly  a  pic- 
i  of  a  struggling  economy. 

DME  Many  corporate  economists  aren't  con- 

riLL  vinced.  The  latest  forecast  of  the  Nation- 

OUBT  THE  ai  Association  of  Business  Economists,  re- 
leased  during  its  Sept.  19-22  conference  in 
:ago,  calls  for  average  annual  growth  of  2.5%  in  1993, 
l  growth  of  barely  3%  in  the  second  half, 
he  NABE  is  none  too  ebullient  about  prospects  for 
1,  either.  The  forecasters  expect  2.8%  growth  next 
r,  with  consumer-price  inflation  of  3.3%,  up  from  a 
jected  3.2%  this  year.  The  standout  number  in  the 
icast,  though,  is  the  unemployment  rate.  The 
lomists  believe  that  joblessness  will  end  1994  at  6.6%— 
e  changed  from  the  current  level  of  6.7%. 
*ne  reason  the  NABE  gives  for  its  modest  growth  fore- 
;  is  the  belief  that  lower  interest  rates  will  not  provide 
:h  stimulus  to  rate-sensitive  sectors.  That  must  have 
n  prior  to  the  report  on  August  housing  starts.  From 
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all  recent  indications,  housing  is  now  ready  to  provide  the 
economy  with  a  big  lift. 

Housing  starts  jumped  7.8%  in  August,  about  twice 
the  general  expectation,  to  an  annual  rate  of  1.32  million— 
the  most  since  February,  1990.  The  key  single-family  sec- 
tor led  the  gain  with  an  11%  increase  to  1.18  million,  the 
highest  level  in  six  years.  Permits  to  begin  new  con- 
struction also  posted  a  solid  advance. 

Cheaper  mortgages  and  bet- 
ter weather  fueled  the  gains. 
Starts  rose  strongly  in  all  re- 
gions, except  in  the  Northeast, 
where  they  fell.  New  building 
even  rebounded  by  15.6%  in  the 
West,  where  it  has  been  suffer- 
ing enormously. 

The  strong  numbers  on  home- 
building  echo  the  increasingly  op- 
timistic anecdotal  reports  from 
lenders  and  contractors.  By  early 
September,  mortgage  applications  for  home  purchase  had 
jumped  some  35%  from  June,  according  to  the  Mortgage 
Bankers  Assn. 

Also  in  September,  44%  of  the  builders  surveyed  by  the 
National  Association  of  Home  Builders  rated  current  sales 
activity  as  "good  to  excellent,"  the  most  in  nearly  five 
years.  Moreover,  the  number  who  expect  "good  to  excel- 
lent" conditions  for  the  next  six  months  jumped  to  48%. 
That  was  the  best  assessment  in  nearly  eight  years. 

FOLKS  If  housing  is  now  kicking  in,  the  lift  to  the 

ARE  economy  will  be  broad.  Spending  on 

BUYING  home-related  goods,  such  as  furniture  and 
MORE  appliances,  always  picks  up  when  hous- 

ing does,  and  that  lifts  factory  orders  and  output. 

In  fact,  retail  buying  already  may  be  seeing  some  ben- 
efits. Seasonally  adjusted  sales  at  retailers  and  discount 
stores  rose  a  strong  2.6%  for  the  first  three  weeks  of 
September,  compared  with  August,  according  to  the  John- 
son Redbook  Report.  And  auto  sales  early  in  the  month 
held  up,  matching  the  August  level. 

One  reason  consumers  are  in  a  buying  mood  is  be- 
cause fewer  households  are  in  dire  financial  straits.  Con- 
sumer loan  delinquencies— payments  that  are  more  than  30 
days  overdue— fell  sharply  in  the  second  quarter,  accord- 
ing to  the  American  Bankers  Assn.  Delinquencies  hit  a 
nine-year  low,  taking  the  level  back  to  where  it  was  prior 
to  the  big  debt  buildup  of  the  1980s. 

Rising  consumer  spending  appears  to  be  feeding  back  to 
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manufacturers.  After  languishing  this  spring,  total  indus- 
trial production  rose  0.2%  in  August,  its  third  gain  in  a 
row.  Factory  output  was  up  by  0.4%,  and  the  overall  op- 
erating rate  remained  at  a  noninflationary  81.8%. 

Output  so  far  in  the  third  quarter  is  increasing  at  a 
2.4%  annual  rate.  That's  a  bit  better  than  the  2.1%  ad- 
vance in  the  second,  and  largely  reflects  the  weather-re- 
lated surge  in  utility  use  over  the  summer.  Factory  output 
is  up  at  a  1.3%  pace  in  the  first  two  months. 

Production  of  business  equip- 
ment remains  strong.  Output 
rose  0.7%  in  August  and  is  9.1% 
above  its  year-ago  pace.  Offset- 
ting that  strength  is  the  contin- 
ued decline  in  defense  output  as 
well  as  the  recent  drag  from 
auto  and  truck  production. 

Auto  assemblies  have  fallen 
for  four  straight  months,  but  you 
can't  blame  slow  car  sales.  Sup- 
ply bottlenecks  related  to  the 
Midwest  floods  caused  some  cuts.  More  model  changeovers 
than  usual  this  year  resulted  in  other  shutdowns.  In  fact, 
dealers  report  firm  demand,  but  skimpy  inventories  are 
limiting  sales  of  popular  lines. 

Heading  into  the  fourth  quarter,  though,  Detroit  is 
shifting  into  high  gear  (chart).  Auto  makers  plan  to  build 
cars  and  light  trucks  at  about  an  11.5-million  annual  rate 
this  quarter.  If  carried  out,  that  would  be  the  best  output 
performance  in  five  years.  It  clearly  will  give  a  boost  to 
factory  activity— and  economic  growth. 

THE  TRADE  That  would  be  a  godsend  for  manufactur- 
GAP  ing,  which  is  getting  pummeled  by  the 

REMAINS       one-two  punch  of  America's  deteriorating 
BLOATED        foreign-trade  position.  Exports  are  grow- 
ing more  slowly,  as  imports  wash  ashore  in  droves. 
In  July,  the  merchandise  trade  deficit  shrank  to  $10.3 
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billion  from  the  stunning  $12.1  billion  gap  in  June.  Exprt 
dropped  1.5%,  to  $37.1  billion,  the  fifth  decline  so  far  I 
year.  Imports  fell  4.6%  in  July,  retracing  only  pare 
their  5.1%  jump  in  June. 

Some  of  the  July  import  drop  was  probably  the  reji, 
of  retailers  paring  down  their  inventories.  Stores  pi 
their  goods  on  hand  by  1.3%  in  July,  with  a  4.9%  fai(4 
car  inventories.  Imports  of  consumer  goods  dropped  m 
in  July,  while  foreign-car  shipments  plunged  9.7%. 

However,  with  U.  S.  demand  rising,  imports  will  pit 
ably  rebound  in  coming  months.  And  at  the  same  tl 
export  growth  will  struggle  to  pick  up  steam,  hampue 
by  either  recession  or  slow  growth  abroad. 

Price-adjusted  exports  for  the 
past  year  have  risen  only  5.7%, 
compared  with  the  12  months 
ended  in  July,  1992.  Imports,  on 
the  other  hand,  have  skyrocket- 
ed, jumping  11.5%  (chart). 

The  diverging  trends  in  ex- 
ports and  imports  suggest  that 
the  U.  S.  trade  deficit  will  total 
more  than  $100  billion  this  year, 
which  could  result  in  the  widest 
trade  gap  since  1989. 

Trade  with  recession-wracked  Europe  has  been  ets 
cially  dismal.  So  far  this  year,  the  U.  S.  trade  sur[<E 
has  shrunk  to  just  $893  million,  an  enormous  plunge  to 
$7.4  billion  in  first  seven  months  of  1992.  With  solid  c< 
nomic  growth  on  the  Continent  unlikely  until  1994,  Aie: 
ican  exporters  will  face  a  tough  time  increasing  si] 
ments  across  the  Atlantic. 

However,  according  to  the  forward-looking  indicatr: 
healthy  domestic  demand  is  propelling  the  U.  S.  econn 
to  faster  growth  in  the  second  half  after  a  weak  I 
half.  Of  course,  as  forecasters  well  know,  foresight  a 
not  be  20-20.  But  the  latest  data  say  that  hindsight  sin! 
shows  the  wrong  picture. 
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THE  WEEK  AHEAD 


CONSUMER  COHFIDEHCE 


Tuesday,  Sept.  28,  10  cum. 
The  Conference  Board's  September  in- 
dex of  consumer  confidence  is  expected 
to  edge  higher,  to  60  from  59  in  Au- 
gust, according  to  the  median  projec- 
tion of  economists  surveyed  by  McGraw- 
Hill  Inc.'s  MMS  International.  The  uptick 
is  based  on  better  readings  from  other 
confidence  indexes  already  released. 

HEW  SINGLE-FAMILY  HOME  SALES 

Thursday,  Sept.  30,  10  cum. 
Sales  of  new  homes  probably  rebounded 
in  August,  to  an  annual  rate  of  650,000, 
according  to  the  MMS  survey.  The  sharp 
drop  in  July  was  inconsistent  with  falling 
mortgage  rates,  rising  mortgage  appli- 


cations, and  builder  surveys  that  show 
improving  market  conditions. 

PERSONAL  INCOME  

Thursday,  Sept.  30,  10  cum. 
Personal  income  in  August  probably 
bounced  back  with  a  gain  of  0.8%,  says 
the  MMS  survey.  The  reasons:  the  ab- 
sence of  farm  losses,  which  depressed 
the  July  total,  plus  August  gains  in 
hours  worked  and  hourly  pay.  Consumer 
spending  likely  posted  a  gain  of  0.3%. 

LEADING  INDICATORS  

Friday,  Oct.  1,  8:30  cum. 
The  leading  indicators  likely  rose  by 
0.5%  in  August,  according  to  the  MMS 
projections,  lifted  largely  by  falling  job- 
less claims  and  rising  stock  prices. 


FACTORY  INVENTORIES 


Friday,  Oct.  1,  10  cum. 
Manufacturers  probably  drew  down  e 
inventories  slightly  in  August.  Faor 
stockpiles  likely  dipped  by  0.1%,  fo>v 
ing  no  change  in  July. 


HAPM  SURVEY 


Friday,  Oct.  1,  10  cum. 
The  September  index  of  industrial 
tivity  compiled  by  the  National  Assci 
tion  of  Purchasing  Management  ise: 
pected  to  have  risen  to  50%,  from  4;3l 
in  August.  If  so,  it  will  be  the  first  ir 
since  May  that  the  napm  indexiis 
reached  the  important  50%  mark-oh 
dividing  line  between  expansion  andoi 
traction  in  the  manufacturing  secto 
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One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

Whenyour  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 
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SCALING  MOUNT 
PARAMOUNT 

BARRY  &  JOHN  &  TED  &  SUMNER  &  MARTY 
SCRAMBLE  FOR  A  FOOTHOLD 


Ihomas  S.  Murphy  was  dining  with 
his  wife  at  New  York's  Four  Sea- 
sons restaurant  on  Sept.  14  when 
he  spied  fellow  media  moguls  Sumner 
M.  Redstone  and  Martin  S.  Davis  at  an- 
other table.  The  two  were  celebrating 
the  proposed  $8.2  billion  merger  of  their 
media  companies,  Viacom  Inc.  and  Para- 
mount Communications  Inc.  Murphy, 
who  engineered  the  1985  takeover  of 
ABC  by  Capital  Cities  Communications, 
sidled  over  to  congratulate  them.  As 
Redstone  recalls  it,  Murphy  gave  every 
indication  that  Capital  Cities/ ABC  Inc. 
wouldn't  disrupt  the  deal. 

Cap  Cities  may  be  the  only  media  com- 
pany that  doesn't. 

Two  weeks  after  that  dinner,  Adolph 
Zukor's  fabled  Paramount  studio  has  be- 
come a  chip  in  a  high-stakes  poker  game 
involving  many  of  the  major  players  in 
the  media  business.  First,  there's  the 
other  suitor:  Barry  Diller,  whose  QVC 
Network  Inc.  offered  $9.5  billion  in  stock 
and  cash  for  Paramount  on  Sept.  20. 
Then  there's  Ted  Turner,  whose  Turner 
Broadcasting  System  Inc.  has  mulled  its 
own  bid  or  may  get  involved  in  Diller's 
effort.  Finally,  there  are  the  third  par- 
ties: Cable  titan  John  C.  Malone  and 
Time  Warner  Inc.,  both  of  whom  would 
gain  much  by  thwarting  Redstone. 

Sources  close  to  Paramount  say  its 
board  of  directors  will  meet  on  Sept.  27 
to  consider  Diller's  proposal.  And  Para- 
mount insiders  expect  Viacom  Chairman 
Redstone  to  sweeten  his  offer,  possibly 
by  raising  cash  from  a  separate  deal 
with  a  telephone  company.  "There  is  no 
chance  that  the  existing  Viacom  propos- 
al will  be  approved  by  Paramount's 
shareholders,"  says  an  investment  bank- 
er in  Redstone's  camp. 
HELL  FOR  leather.  And  some  Wall 
Streeters  don't  think  the  battle  for  Para- 
mount— the  first  hell-for-leather  bidding 
war  of  the  1990s — will  end  there.  Eager 
investment  bankers  see  new  suitors  ev- 
erywhere they  look:  In  addition  to 


Turner,  such  companies  as  Bell  Atlantic, 
Bertelsmann,   and   Blockbuster  Enter- 
tainment are  all  rumored  to  be  interest- 
ed in  all  or  part  of  Paramount. 

Even  if  the  bidding  war  remains  a 
showdown  between  Diller  and  Red- 
stone, it  will  have  many  other  par- 
ticipants. With  franchises  ranging 
from  Madison  Square  Garden  to 
Star  Trek  to  publisher  Simon  & 
Schuster,  Paramount  is  certainly  a 
trophy.  But  the  industry's  power 
players  see  it  as  much  more:  a 
chance  to  redraw  the  communica- 
tions landscape. 

Take  Time  Warner.  With  $16 
billion  in  debt  and  a  $2.5  billion 
deal  of  its  own  with  U  S  West  Inc., 
it  wants  no  part  of  the  auction.  But 
Time  Warner  would  like  to  cash 
out  its  20.6%  stake  in  Turner  Broad- 
casting to  pay  down  its  debt.  By  al- 
lowing Turner  to  stalk  Paramount,  it 
could  accelerate  that  process.  Anti- 
trust regulations  would  prohibit  Time 
Warner  from  holding  interests  in  two 
companies  that  run  studios.   So,  if 
Turner  acquired  Paramount,  he  might 
give  some  of  the  assets  to  Time  Warner 
in  return  for  its  stake. 

What  would  Time  Warner  want?  One 
possibility  is  Paramount's  seven  TV  sta- 
tions. "The  company  is  dead  set  on  start- 
ing a  fifth  network,"  notes  Porter  Bibb, 
a  media  investment  banker  at  Laden- 
burg  Thalmann  &  Co. 

Tele-Communications  Inc.  CEO  John 
Malone  has  a  similarly  complex  agenda 
(page  28).  He's  backing  Diller's  bid  by 
giving  QVC  $500  million  through  his  ca- 
ble-programming company,  Liberty  Me- 
dia Corp.  The  home-shopping  network's 
other  key  investor,  Comcast  Corp.,  also 
plunked  down  $500  million.  But  TCI  and 
Comcast  own  stakes  in  Turner,  too.  As 
members  of  Turner's  board,  Malone  and 
Comcast  President  Brian  L.  Roberts  ac- 
quiesced to  his  request  to  consider  a  bid. 

Why  would  Malone  sanction  a  two- 
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owner  Sumner  Redstone  wants  a 
turn  his  midsize  media  company  into 
ultimedia  giant. 


OPERATING  CASH  FLOW: 


Ted  Turner  may  still  want  a  studio.  More 
likely,  he  could  use  his  involvement  in  a  Diller 
bid  as  a  way  to  buy  out  one  of  Turner 
^——n^—^—  Broadcasting 
W ]  I  System's  key 

I  shareholders,  Time 
*  ^1  Warner.  Diller's 
7  '  j|  backers,  John 
^■'■W''*^\     '  MaloneofTCIand 
Brian  Roberts  of 
Comcast,  could  use 
(tk^  Turner  as  an  extra 
wH/BFf     mm  lever  $  Redstone 
■ET  tops  QVC's  current 

L       ^  bid. 


horse  race?  QVC  advisers  say  he  may 
want  to  bring  Turner  into  the  game  if 
the  bidding  gets  pricey.  Or  Diller  could 
sell  some  of  Paramount's  assets  to 
Turner  after  his  deal  closes.  Hollywood 
sources  say  Turner  is  already  interested 
in  Paramount's  50%  share  of  USA  Net- 
work. Executives  close  to  QVC  say  Diller 
and  Turner,  who  met  in  New  York  be- 
fore QVC's  bid,  are  still  discussing  ways 
to  collaborate. 

deep  POCKETS.  Everything  hinges  on 
Redstone's  next  move.  Publicly,  the  Bos- 
ton billionaire  says  he  will  win  Para- 
mount with  a  reasonable  bid:  "I'm  not 
interested  in  ending  up  with  a  Time 
Warner."  Privately,  Redstone  has  been 
recruiting  allies.  He  and  Davis  met  with 
a  telephone  company  on  Sept.  20  to  dis- 
cuss selling  a  stake  in  Viacom's  cable 
systems.  Redstone  could  use  the  cash 
from  such  a  deal  to  finance  a  higher 
bid.  Before  his  Paramount  offer,  he 
scuttled  a  similar  deal  with  South- 
western Bell  worth  $2.4  billion. 

But  Redstone  may  not  need  a 
partner.  His  76%  stake  in  Viacom 
is  worth  $5  billion.  Plus,  he's  the 
sole  owner  of  the  theater  chain 
National  Amusements  Inc.  and  all 
the  real  estate  under  its  cinemas. 
Together,  this  is  worth  hundreds 
of  millions  more.  Raymond  Katz, 
a  media  analyst  at  Lehman 
Brothers  Inc.,  says  if  Redstone 
were  willing  to  saddle  Paramount 
Viacom  with  $7.8  billion  in  debt — 
still  a  manageable  amount — he 
could  boost  the  cash  portion  of  his 
bid  from  $9  to  $45  a  share,  for  a 
total  offer  of  almost  $100  per  share. 
The  bigger  question  is:  Would  he 
want  to?  The  lockup  provisions  in  his 
deal  guarantee  Redstone  a  huge  wind- 
fall even  if  he  concedes  to  Diller. 
Among  other  tilings.  Viacom  lias  an  op- 
tion to  buy  20%  of  Paramount's  stock  at 
$69  a  share.  To  buy  out  Redstone,  Diller 
would  have  to  pay  him  the  difference 
between  $69  and  the  winning  bid.  At  $80 
a  share,  that's  a  cool  $264  million. 

For  now,  Diller's  investment  bankers 
at  Allen  &  Co.  are  exuding  confidence. 
Even  though  the  QVC  bid  already  in- 
cludes $3.5  billion  in  cash,  Diller  has  the 
combined  strength  of  three  balance 
sheets:  QVC's,  Liberty  Media's,  and  Com- 
cast's. Unlike  Viacom,  which  has  $2.4 
billion  in  debt,  QVC  carries  almost  no 
debt  and  will  generate  upwards  of  $200 
million  in  operating  cash  flow  in  1993. 
Says  one  banker:  "Raising  $5  billion 
would  be  easy.  Raising  $10  billion  might 
be  a  stretch." 

Redstone's  strategy  is  simple:  portray 
Viacom  as  a  better  fit  for  Paramount 
than  QVC  and  suggest  that  Malone  is  a 
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regulatory  liability  for  Diller.  On  the 
first  point,  he  may  have  a  case.  Para- 
mount could  make  a  Ren  &  Stimpy  film, 
for  example.  But  could  Diller  harness 
Star  Trek:  Deep  Space  Nine  to  sell  jew- 
elry? In  recent  interviews,  Diller  has 
played  down  the  fusion  of  electronic  re- 
tailing with  entertainment. 

Diller  may  also  have  his  hands  full 
just  running  QVC.  The  network's  operat- 


ing margin  dropped  from  11%  in  fiscal 
1992  to  9%  in  the  first  half  of  1993.  And 
observers  say  Diller  has  faced  a  higher 
return  rate  on  some  of  the  more  upscale 
merchandise  QVC  has  offered  since  he 
took  over.  At  the  same  time,  Diller  has  a 
pending  merger  with  archrival  Home 
Shopping  Network. 

Despite  its  epic  cast,  the  Paramount 
saga  is  regarded  by  many  observers  as  a 


mano-a-mano  battle  between  foes  Bail 
ry  Diller  and  Marty  Davis.  "Diller  ij 
younger  and  stronger  and  more  detei 
mined,"  says  Ladenburg's  Bibb.  Pet' 
haps.  Then  again,  they  don't  come  an| 
stronger  or  more  determined  than  7(1 
year-old  Sumner  Redstone. 

By  Mark  handler  in  New  York,  win 
Ronald  G rover  in  Los  Angeles  and  Gat 
DeGeorge  in  Miami 


JOHN  MALONE:  THE  MAN  WHO  WOULD  BE  KINGMAKER 


■  f  New  York  is  the  battlefield  in  the 
I  war  for  Paramount  Communica- 
Btions  Inc.,  then  the  war  room  has 
been  somewhere  on  the  Maine  coast. 
That's  where  cable  titan  John  C.  Ma- 
lone  has  his  seaside  vacation  home. 
And  during  the  early  skirmishes,  the 
52-year-old  CEO  of  Tele-Communica- 
tions Inc.  and  chairman  of  Liberty  Me- 
dia Corp.  was  fielding  phone  calls  there 
from  Barry  Diller,  chairman  of  QVC 
Network  Inc.,  and  from  Ted  Turner. 
The  reason:  Malone,  through  his  com- 
panies, owns  30%  of  QVC  and  22%  of 
Turner  Broadcasting  Sys- 
tem Inc.  and  will  play  a  piv- 
otal role  in  their  efforts  to 
bag  Paramount.  "You  may 
be  reading  about  Barry 
Diller  and  Ted  Turner," 
says  one  Hollywood  deal- 
maker.  "But  John  Malone  is 
the  kingmaker,  and  neither 
would  even  be  in  this  game 
without  him." 

For  years,  Malone  has 
vorked  to  put  himself  at  the 
center  of  an  evolving  digital 
media  industry.  Now,  with 
his  multiple  roles  in  the 
scramble  for  Paramount,  he 
is  poised  to  realize  his 
grandest  ambitions.  If  Diller 
prevails  in  the  bidding  war, 
Malone  could  parlay  his  $530  million, 
51%  stake  in  Liberty  into  a  15%  inter- 
est in  Paramount  QVC — making  him 
the  largest  shareholder  in  one  of  the 
world's  largest  media  companies. 

HUNGRY    FOR    PROGRAMMING.  For 

years,  Malone  has  used  TCl's  base  of 
10.5  million  cable  subscribers — roughly 
one  of  every  five  cable  hookups  in  the 
U.  S. — to  develop  new  programming 
for  the  coming  500-channel  universe.  In 
the  mid-1980s,  TCI  helped  rescue  the 
Discovery  Channel  and  gave  seed  mon- 
ey to  Black  Entertainment  Television. 
Liberty,  which  TCI  spun  off  in  1991  to 
quell  government  concerns  about  Ma- 
lone's  growing  power,  generated  $135 
million  in  revenues  last  year  from  its  9 


cable  networks  and  15  sports  channels. 

So  far,  Malone,  who  is  an  electrical 
engineer  and  PhD  from  Johns  Hopkins 
University,  has  stopped  short  of  actual- 
ly owning  a  Hollywood  studio.  He 
looked  over  MGM/UA  Communications 
in  1989  and  again  earlier  this  year  but 
passed  both  times.  And  in  April,  TCI 
pledged  $90  million  to  Carolco  Pictures 
Inc.  for  a  small  stake  and  pay-per-view 
rights  to  four  of  its  movies. 

The  Paramount  deal  would  satisfy 
Malone's  desire  for  the  high-visibility 
programs — TV  shows  such  as  Cheers 


Paramount 


and  movies  such  as  The  Firm — that 
will  allow  cable  operators  to  push  ca- 
ble's penetration  past  its  current  65% 
of  the  country  and  boost  revenues. 
"With  strong  enough  programming, 
we  can  charge  a  la  carte,"  says  Bren- 
dan Clouston,  TCl's  COO. 

Malone's  relentless  quest  for  pro- 
gramming has  helped  make  him  a 
lightning  rod  in  Washington,  where  the 
Federal  Communications  Commission 
is  implementing  rules  that  could  force 
him  to  choose  between  running  TCl's 
cable  systems  and  Liberty's  program- 
ming interests.  That  may  be  why  Ma- 
lone's name  didn't  even  appear  on  the 
announcement  of  Diller's  bid. 

But  Malone  won't  be  able  to  lie  low 


much  longer.  Viacom  is  already  mak- 
ing him  the  focus  of  a  public-relations 
campaign  to  discredit  the  QVC  offer. 
Advisers  to  Viacom  say  that  with  a 
stake  in  Paramount,  Malone  would 
have  undue  control  of  both  TV  produc- 
tion and  distribution. 
"wherever  you  GO."  Malone  began 
courting  Diller  two  years  ago,  before 
Diller  left  Fox  Broadcasting  Co.  In  late 
November,  Diller  joined  QVC  as  chair- 
man after  structuring  a  deal  to  share 
control  with  Malone  and  fellow  QVC 
board  member  Brian  L.  Roberts,  presi- 
dent of  Comcast  Corp. 

Since  then,  Malone  has 
been  a  quiet  force  behind 
the  scenes.  He  and  Roberts 
were  quick  to  offer  $500  mil- 
lion when  Diller  needed  an 
extra  $1  billion  in  equity  to 
swing  the  Paramount  bid. 
And  Turner  sought  approval 
from  him  before  he  began 
scouting  his  own  possible 
Paramount  bid.  Even 
though  TCI  owns  a  fifth  of 
Turner,  Malone,  who  led  the 
1987  rescue  of  Turner's 
then-debt-plagued  company, 
abstained  from  voting. 
"Wherever  you  go,  there's 
one  name:  John  Malone," 
says  a  Viacom  executive 


A  Paramount  deal,  coupled  with  the 
likely  federal  restraints,  would  proba- 
bly force  Malone  to  leave  TCI  and  de- 
vote his  energies  to  Liberty,  say  sever- 
al media  expe*  ^ady,  Malone  has 
established  a  n  office  of  the 

CEO  to  run  TCI.  Ana  .  .ie  he  still  holds 
a  small  stake,  most  of  his  assets  are 
tied  up  in  Liberty.  "Everyone's  technol- 
ogy is  going  to  look  pretty  much  the 
same,"  Malone  told  a  cable-industry 
audience  in  June.  "It'll  be  the  the  pro- 
gramming that  people  are  going  to  pay 
to  see."  From  his  off-stage  perch,  John 
Malone  is  getting  set  for  that  day. 

By  Ronald  Grover  in  Los  Angeles,  with 
Mark  Landler  in  New  York  and  Mark 
Lewyn  in  Washington 
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IE  A  LSI 


:0R  SANDY  WEILL, 
HE  CROWNING  GLORY 


\  Travelers  merger  gives  Primerica  a  strong  franchise  and  brand  name 


ast  July,  Edward  H.  Budd,  chief 
executive  of  Travelers  Corp.,  and 
Sanford  I.  Weill,  CEO  of  Primerica 
Corp.,  were  getting  ready  to  be  photo- 
graphed at  Primerica's  guest  house  in 
jreenwich,  Conn.  Budd  helped  Weill 
straighten  his  tie.  When  he  got  it  good 
ind  tight  around  Weill's  neck,  he  said: 
'Now,  I've  got  you."  They  both  laughed. 

It  looks  as  if  it's  Weill  who  has  Budd 
low:  Primerica  is  poised  to  swallow 
IYavelers.  On  Sept.  22,  the  two  compa- 
nies announced  they  were  discussing  "a 
aossible  business  merger."  Primerica, 
which  last  October  bought  27%  of  Trav- 
elers, would  swap  about  eight  of  its 
shares  for  each  10  of  Travelers.  Primer- 
ca  would  thus  acquire  the  remainder  of 
;he  company — in  a  transaction  valued  at 
|>4  billion. 

While  the  new  company  would  keep 
;he  Travelers  name,  there  is  little  doubt 
)n  Wall  Street  about  who  would  be  run- 
ning the  show.  Neither  Travelers  nor 
Primerica  is  talking,  but  all  bets  are 
chat  Weill,  60,  would  serve  as  chief 
executive  of  the  combined  Travelers 
ind  Primerica.  Robert  I.  Lipp,  the  Pri- 
merica vice-chairman  responsible  for 
overseeing  Primerica's  Travelers 
stake,  is  expected  to  get  the  No.  1 
job  on  the  Travelers  side  of  the  com- 
oany.  Budd,  59,  probably  will  land  a 
senior  post  at  the  new  company. 
castoffs.  A  Travelers  deal  would  be  the 
crowning  accomplishment  of  Weill's  ca- 
reer. He  has  already  shaped  Primerica 
into  a  money  machine — from  a  grab  bag 
of  insurance,  brokerage,  and  consumer- 
credit  castoffs.  With  the  Travelers  deal, 
he  will  triple  Primerica's  assets  over- 
night, acquiring  in  the  process  a  strong 
franchise  and  brand  name.  "It's  really  a 
remarkable  achievement,"  says  Scott  Of- 
fen,  a  portfolio  manager  at  Fidelity  In- 
vestments, a  major  Primerica  sharehold- 
er. "Since  he  bought  Commercial  Credit 
in  the  mid-1980s,  he  has  built  one  of  the 


truly  distinguished  financial  institutions 
in  the  country." 

Weill  has  already  racked  up  some 
stunning  coups.  In  March,  he  announced 
Primerica  would  buy  Shearson  Lehman 
Brothers  Inc.  from  American  Express 
Co.  for  $1.2  billion, 


BUDD  AND  WEILL: 
A  GOOD  DEAL  FOR 
SHAREHOLDERS 


adding  almost  10,000  brokers  to  Primeri- 
ca's Smith  Barney  division.  In  June,  he 
nabbed  Robert  F.  Greenhill,  former  pres- 
ident of  Morgan  Stanley  &  Co.,  to  head 
the  new  Smith  Barney  Shearson.  Add 
those  victories  to  his  initial  $723  million 
stake  in  Travelers,  which  has  earned  a 
profit  of  more  than  $500  million. 

It's  a  safe  guess  that  Weill  persuaded 
Budd  to  sell  him  the  rest  of  Travelers. 
Budd  had  made  some  progress  in  turn- 
ing earnings  around  and  attacking  its  $5 
billion  in  sour  real  estate  investments. 
On  Sept.  8.,  Travelers  sold  35  foreclosed 
properties  and  12  underperforming  com- 


mercial mortgage  loans  to  George  Soros' 
Quantum  Realty  Trust  for  $634  million. 
But  the  pace  may  not  have  been  fast 
enough  to  satisfy  the  Primerica  manag- 
ers, who  already  were  taking  a  hands-on 
approach  to  whipping  Travelers  into 
shape.  "If  you  really  want  to  turn  it 
around,  you  have  to  have  control,"  says 
one  Wall  Street  source. 
stripping  assets.  Most  analysts  think 
both  Travelers  and  Primerica  sharehold- 
ers will  be  better  off  with  the  Primerica 
team  running  the  show.  Weill's  strong 
suit  is  building  shareholder  value,  and 
he's  well  known  for  stripping  acquisi- 
tions to  their  best  assets  and  selling  the 
rest.  He  encouraged  the  restructuring 
that  helped  nearly  double  Travelers' 
stock  in  the  past  year,  from  19  to  36. 
If  the  companies  merge,  there 
could  well  be  more — including  a 
sale  of  some  of  Travelers'  un- 
wieldy portfolio  of  businesses. 
"They  are  very  unlikely  to  keep 
all  of  Travelers'  businesses," 
says  Francis  X.  Suozzo,  an  ana- 
lyst at  S.  G.  Warburg  &  Co.  Weill 
may  also  combine  some  back-office  oper- 
ations, says  Lawrence  G.  Mayewski,  se- 
nior vice-president  at  A.  M.  Best  Co.,  the 
insurance  rating  agency. 

Once  Travelers  and  Primerica  combine 
into  a  more  diversified  company,  ana- 
lysts expect  Weill  to  squeeze  an  extra 
$1.5  billion  out  of  Travelers  businesses 
that  are  overcapitalized  and  under- 
performing.  He  could  then  redeploy  the 
capital  in  more  profitable  areas,  says 
Weston  M.  Hicks,  an  analyst  at  Sanford 
C.  Bernstein  &  Co.  "The  deal  is  a  way  to 
unlock  the  value  in  Travelers,"  he  says. 

Primerica  is  expected  to  issue  85  mil- 
lion new  shares  to  buy  Travelers'  re- 
maining stock,  but  analysts  aren't  wor- 
ried about  dilution.  The  only  concern, 
says  Best's  Mayewski,  is  that  in  the 
short  term,  Travelers'  real  estate  invest- 
ments could  be  a  drag  on  Primerica's 
strong  earnings.  And  it  is  not  clear  how 
Primerica,  a  consumer  financial-services 
company,  and  Travelers,  an  institutional 
company  that  has  large  corporate  cli- 
ents, can  work  together,  says  Warburg's 
Suozzo.  But  Sandy  Weill  has  a  knack  for 
getting  results.  And  the  megadeal  of  his 
career  should  be  no  exception. 

By  Leah  Nathans  Spiro  in  New  York 
and  Chris  Roush  in  New  Haven 


A  NEW  FINANCIAL  POWERHOUSE 

How  the  combination  of  Primerica 
and  Travelers  will  measure  up 

I  BASED  ON  1992  RESULTS 

ASSETS 

REVENUES 

INCOME 

MARKET  VALUE**  1 

PRIMERICA 

$23.4  BILLION 

$5.1  BILLION 

$728  MILLION 

$11.3  BILLION 

TRAVELERS 

$53.6  BILLION 

$9.7  BILLION 

(658)  MILLION 

$5.2  BILLION 

I  1993  ESTIMATES  H 

NEW  TRAVELERS 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 

$84.8  BILLION 

$15.9  BILLION 

$1.3  BILLION 

$16.5  BILLION 

"SEPT.  22,  '93 
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Commentary/by  Mike  McNamee 


THE  HEALTH  PLAH  COULD  STAND  A  DOSE  OF  REALITY 


While  President  Bill  Clinton  in 
his  Sept.  22  speech  reached 
for  soaring  rhetoric  to  rally 
the  nation  to  his  fight  for  health-care 
reform,  his  aides  are  more  down-to- 
earth.  Clinton's  leading  economic  offi- 
cials have  signaled  that  they  are  will- 
ing to  be  flexible — supremely  flexible 
— as  the  overhaul  works  its  way  across 
Capitol  Hill. 

They'll  have  to  be.  While  employers, 
health  interests,  and  politicians  ap- 
plaud Clinton's  push 
for  a  secure  and  af- 
fordable health-care 
system,  the  details  of 
his  package  are  prob- 
lematic. The  complex 
blueprint  too  often  de- 
pends on  government 
controls — price  caps 
on  insurers — and  on 
state  bureaucracies.  It 
undermines  the  prog- 
ress that  business  and 
medicine  have  already 
made  to  contain  costs. 
And  the  promise  of 
coverage  for  all  by 
1998  isn't  backed  with 
the  needed  funding. 

There  are  several 
better  approaches.  In- 
deed, Senate  Republi- 
cans and  House  Dem- 
ocrats have  put 
forward  more  realistic 
health-policy  plans 
that  sidestep  the  land 
mines  that  could  ex- 
plode Clinton's  pro- 
gram— but  still  make 
economic  and  political 
sense. 

In  the  end,  after  listening  to  busi- 
ness and  industry  lobbies  and  taking 
stock  of  alternatives,  here's  what  Con- 
gress is  likely  to  do: 

■  Rethink  insurance  reform.  Remark- 
ably, all  interests  agree  on  whut  should 
be  done.  Even  insurers  concede  they 
must  return  to  the  business  of  cover- 
ing sick  people,  not  avoiding  them.  A 
basic  package  of  insurance  reforms — 
barring  insurers  from  excluding  con- 
sumers with  preexisting  conditions,  re- 
quiring automatic  policy  renewals,  and 
outlawing  premiums  that  penalize  the 
sick — could  sail  through  Congress. 
Such  reforms  would  relieve  the  health- 


insurance  fears  of  many  Americans 
and  make  insurance  more  affordable 
for  small  businesses. 

■  Take  out  the  tax  breaks  that  shield 
workers  from  the  true  cost  of  medicine. 

To  encourage  cost-conscious  medical 
buying,  lawmakers  must  cap  the  tax 
breaks  for  employer-paid  insurance. 
Any  plan  more  generous  than  a  stan- 
dard benefits  package  will  have  to  be 
bought  with  aftertax  dollars.  Congress 
will  delegate  design  of  the  standard 


Former  Surgeon  General  C.  Everett 
Koop  lending  support:  The  Clintons' 
plan  may  be  transformed  on  the  Hill 


benefits  to  a  commission  whose  propos- 
al would  have  to  be  either  accepted 
whole  or  rejected.  That  would  keep  pol- 
iticians from  adding  services  to  satisfy 
lobbyists. 

■  Let  i  ,ooo  HiPCs  bloom.  Large  employ- 
ers and  medical  groups  are  rapidly 
overhauling  the  U.  S.  health-care  deliv- 
ery system,  pushing  health-mainte- 
nance organizations  and  preferred-pro- 
vider networks.  States  and  local 
business  groups  are  experimenting 
with  health-insurance  purchasing  coop- 
eratives (HIPCS)  that  make  such  innova- 
tions accessible  to  small  firms.  Clin- 
ton's plan  would  crush  those  efforts, 


rolling  everyone  into  mandatory,  st 
run  "health  alliances."  Congress  rr 
likely  will  encourage  new  groups 
spring  up  voluntarily  and  will  sw 
away  the  antitrust  barriers  betw 
providers. 

■  Let  employers  and  workers  figure 
who  should  pay  for  insurance.  ClintC 

plan  would  require  all  employers 
pay  at  least  80%  of  the  cost  of  he; 
coverage  for  every  employee.  To  of: 
the  expense — and  economic  disr 
tion — he  creates 
complex  system 
subsidies  for  sn 
companies  and 
poor.  The  Senate 
plan  takes  a  simj 
approach:  Phase  ii 
requirement 
Americans  buy  tl 
own  insurance 
provide  vouchers 
help  those  who  cs 
afford  it.  Most 
ployers  will  still  p 
up  the  tab. 

■  Make  sure  promi 
don't  outrun  fundii 

Clinton  vows  to 
for  his  subsidies 
slashing  the  Medic 
and  Medicaid  gro\ 
rates,   from  dou 
digits  to  4.1%  by 
year  2000.  Even  if 
cuts  don't  material 
the  subsidies  will 
tinue.  GOP  senat 
have  set  a  more  r 
istic    target — a 
Medicare  gro\ 
rate — and  won't  sp< 
the  savings  bef' 


they  are  realized.  That  may  delay  i 
versal  coverage,  but  in  a  debt-ridi 
economy,  pay-as-you-go  is  the  only  s 
sible  choice. 

In  upcoming  weeks,  Clinton  will 
his  plan  as  a  uniquely  American 
proach  to  health  care.  But  it  remains 
be  seen  whether  Americans  will  i 
come  this  revolution  in  a  matter  as  ] 
sonal  as  health.  An  evolutionary 
proach  is  more  likely  to  work  fo: 
nation  that  both  wants  and  fe 
health  reform. 


McNamee  covers 
Washington. 


health  policy  ft 
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GENCY  ROOM:  THE  WHITE  HOUSE  SAYS  INNER-CITY  HOSPITALS  WILL  GREATLY  BENEFIT 


IN  THE  POOR  AFFORD 
EALTH-CARE  REFORM? 


lton's  plan  threatens  funding  for  1,400  community  clinics 


tusan  Fickling,  a  41-year-old  Har- 
klem  resident  and  Medicaid  recipi- 
rent,  prefers  getting  care  at  the 
iam  F.  Ryan  Community  Health 
ter  in  Manhattan  to  the  local  emer- 
zy  room  she  used  to  fre- 
nt.  Unlike  the  hospital  doc- 
,  who  "had  an  attitude," 
3  Fickling,  Ryan's  physi- 
s  are  "caring  and  under- 
lding."  What's  more,  she 
make  an  appointment  at  Ryan  in- 
id  of  waiting  all  day,  and  sometimes 
light,  at  the  hospital.  The  center  pro- 
1  full  medical,  dental,  and  mental- 
1th  services  on  a  sliding  scale.  To 
)  its  many  immigrant  patients,  staff- 
are  bilingual.  For  the  disabled  and 
very  sick,  the  center  even  provides 
isportation. 

ow,  the  Clinton  health-care  plan,  un- 
ed  on  Sept.  22,  threatens  to  cripple 
in  and  the  other  1,400  community 
1th  centers  across  the  U.  S.  By 
posing  to  create  a  new  authority 
provide  flexible  grants  to  the 
es,  community-health  advocates 
ty,  the  plan  will  undermine  the 
1th  centers  and  other  programs 
feted  to  high-need  areas.  They're 
ticularly  anxious  about  the  Ad- 
istration's  intention  to  replace 
ir  $600  million  in  federal  funds 
ti  state  block  grants — money  the 
ters  may  never  see. 


Such  a  move  could  backfire  on  the 
Administration:  The  centers  provide  the 
kind  of  primary  care  it  is  vowing  to  ex- 
pand. "If  I  don't  have  protection  from 
the  feds  in  terms  of  funding,"  says 
Ryan's  executive  director,  Julio 
Bellber,  "what  I  have  here 
could  be  wiped  out  in  a  blink  of 
an  eye." 

With  its  guarantees  of  uni- 
versal coverage  and  expanded 
access,  the  Clinton  plan  professes  to  be 
a  boon  for  the  poor — notwithstanding 
$114  billion  in  proposed  Medicaid  cuts. 
As  now  envisioned,  the  plan  will  require 
all  insurers  operating  in  a  region  to  con- 
tract with  clinics  and  hospitals  that  treat 
low-income  groups.  Subsidies  will  help 
the  providers  and  allow  the  poor  to  pay 
their  premiums.  The  Public  Health  Ser- 
vice will  get  $1  billion  to  $1.5  billion  over 
five  years  to  build  health-care  networks 


and  facilities.  The  National  Health  Ser- 
vice Corps  also  will  get  a  "significant 
amount  of  money"  to  encourage  doctors 
to  serve  such  locations,  says  Ira  Maga- 
ziner,  the  top  White  House  health-care 
aide. 

But  critics  believe  the  Clinton  plan 
risks  hurting  the  institutions  that  have 
long  provided  care  for  the  downtrod- 
den— from  community  health  centers  to 
public  hospitals — and  that  depend  on 
federal  subsidies  to  survive.  They  worry 
that  the  plan's  budget-slashing  will  leave 
them  with  less  than  they  already  have, 
just  when  they're  forced  to  compete  for 
patients  with  powerful  provider  net- 
works and  more  modern  private  institu- 
tions. The  hospitals,  in  particular,  are 
concerned  about  paying  for  care  of  ille- 
gal immigrants,  who  are  excluded  from 
the  plan  but  can  get  emergency  care. 
The  plan,  says  Bruce  Goldman,  execu- 
tive director  of  Harlem  Hospital  Center, 
"could  leave  us  in  a  worse  situation  than 
we  [had]  in  the  first  place." 

Critics  charge  that  the  plan  also 
leaves  unanswered  other  tough  ques- 
tions affecting  the  poor.  It  doesn't  com- 
pletely resolve,  for  example,  how  the 
White  House  plans  to  fulfill  its  pledges 
of  low-income  subsidies  and  public- 
health  funding  when  the  financing  is 
shaky  at  best.  Despite  provisions  bar- 
ring health  plans  from  discriminating,  it 
leaves  unsettled  how  alliances  will  police 
them.  And  although  it  specifies  that  pro- 
viders catering  to  the  poor  will  be  paid 
more,  the  plan  doesn't  ensure  that 
health  plans  will  market  their  services  in 
low-income  areas — and,  if  they  do,  that 
they  will  in  fact  provide  quality  services. 
bearing  the  burden.  Managed-care  pro- 
viders dispute  criticism  that  they've 
sought  out  the  affluent,  who  tend  to  be 
healthier  and  thus  more  profitable  to 
treat.  The  Kaiser  Foundation  Health 
Plan  for  the  Southern  California  Region, 
for  one,  maintains  hospitals  and  clinics 
in  poor  areas  such  as  East  Los  Angeles, 
says  Jerome  Ashford,  health  manager 
for  the  plan.  Kaiser,  which  has  2.2  mil- 
lion members,  has  agreed  to  increase  its 
state  Medicaid  enrollment  by  20,000,  to 
66,000  members,  under  a  state  push  to 
bring  low-income  people  into  managed 
care.  "We  feel  confident  we  bear  our 
full  share  of  the  burden,"  he  says. 

When  poor  people  belong  to 
health-maintenance  organizations, 
though,  they  may  fare  less  well  than 
other  groups.  A  Rand  Corp.  study  in 
the  1970s,  still  considered  a  valid 
landmark,  compared  fee-for-service 
patients  with  those  in  a  nonprofit 
HMO.  It  found  that  poor,  high-risk 
HMO  patients  reported  "more  serious 
symptoms  and  were  even  at  greater 
risk  of  death."  While  noting  that  the 
finding  is  not  conclusive,  Rand  re- 
searchers warned  it  raised  the  "pos- 
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sibility  that  poor  people  may  suffer  from 
the  side  effects  of  what  are  otherwise 
apparently  sensible  health  policy  re- 
forms, even  when  the  majority  of  the 
population  gains  from  them." 

Two  recent  studies,  by  contrast,  found 
that  Medicaid  recipients  in  HMOs  suffer 
"no  adverse  outcomes,"  says  researcher 
Dr.  Nicole  Lurie,  a  University  of  Minne- 
sota associate  professor.  But  those  HMOs 
that  have  had  experience  with  such  pop- 
ulations and  provided  protections  that 
are  typically  unavailable  in  Medicaid 
managed-care  plans.  Medicaid  patients 
studied,  for  instance,  were  not  segregat- 


ed into  separate  plans.  And  to  prevent 
the  plans  from  "skimming"  the  healthi- 
est recipients  through  targeted  market- 
ing, independent  brokers  were  hired  to 
educate  patients  about  their  options 
among  health  plans  and  doctors. 

Such  findings  could  remain  the  excep- 
tion so  long  as  the  Clinton  plan  lacks 
similar  protections.  Clintonites  assert 
that  the  most  important  feature  for  the 
poor  is  the  plan's  basic  structure:  the 
creation  of  huge  health  alliances  that 
will  monitor  care.  Currently,  there  are 
no  assurances  that  Medicaid  recipients 
have  access  to  a  doctor  and  actually  get 


care,  says  Paul  Starr,  a  member  o] 
health-care-reform  task  force.  But 
cause  Medicaid  recipients,  with  som 
ceptions,  will  be  rolled  into  the  alliai 
he  says,  health  plans  will  be  accoun' 
for  providing  "real  access  to  care." 

Fickling,  for  one,  hopes  the  V 
House  pulls  it  off.  If  so,  she  and  mil 
of  other  poor  Americans  will  no  lo 
have  to  worry  about  having  their  he 
care  needs  met — or  spending  the  i 
in  the  emergency  room. 

By  Michele  Galen  in  New  York, 
Mike  McNamee  in  Washington  and 
Schine  in  Los  Angeles 


Commentary/by  Amy  Borrus 

ON  THE  EXPORT  FRONT,  THE  COLD  WAR  STILL  RAGES 


Ina  move  designed  to  cheer  its  high- 
I  tech  corporate  supporters,  the  Clin- 
Bton  Administration  is  readying  pro- 
posals to  ease  restraints  on  a  wide 
range  of  computer  exports.  The  Com- 
merce Dept.  is  likely  to  reveal  its  plans 
to  relax  controls  on  Sept.  30,  as  part  of 
a  long-awaited  package  of  export-pro- 
motion reforms.  Later  this  fall,  the 
government  may  adopt  a  narrower  def- 
inition of  supercomputers — now 
the  subject  of  stringent  export 
licenses. 

Welcome  as  such  steps  are, 
they  don't  go  far  enough.  Com- 
puter makers  are  preparing 
powerful  new  products  that  will 
still  be  subject  to  the  worst  of 
the  export  red  tape.  And  despite 
the  end  of  the  cold  war,  the  rule 
changes  initially  would  apply 
only  to  sales  to  allies. 

High-tech  executives  want 
the  Administration  to  go  fur- 
ther. At  stake,  says  J.  David 
Richardson,  a  fellow  at  the  In- 
stitute for  International  Eco- 
nomics, is  $30  billion  in  exports 
that  U.  S.  companies  lose  annu- 
ally due  to  the  restrictions. 
"We're  still  operating  with  a 
cold  war  mentality,"  says  Richardson. 
little  relief.  Still,  companies  from  Cal- 
ifornia's Silicon  Valley  to  Boston's 
Route  128  corridor  are  glad  to  see  any 
movement  by  Washington.  The  Admin- 
istration plans  to  liberalize  export  con- 
trols on  computers  that  perform  up  to 
110  million  theoretical  operations  a  sec- 
ond (MTOPS).  That  would  end  licensing 
provisions  that  have  blocked  exports  of 
popular  products  such  as  Silicon 
Graphics  Inc.'s  Indigo  workstations. 

But  the  rollback  of  restrictions  won't 
help  for  long.  "By  the  end  of  '94,  our 


products  will  exceed  that  limit,"  says 
Michael  H.  Morris,  a  vice-president  at 
workstation  maker  Sun  Microsystems 
Inc.  And  the  new  rules  would  provide 
no  quick  relief  for  companies  that  want 
to  sell  to  the  booming  markets  in  China 
and  the  former  Soviet  Union.  Those 
exports  are  governed  by  the  17-nation 
Coordinating  Committee  on  Multilater- 
al Export  Controls  (COCOM),  which  re- 


stricts shipments  of  civilian  goods  that 
can  be  diverted  for  military  purposes. 
After  relaxing  the  rules  on  sales  to 
allies,  which  the  Administration  can  do 
unilaterally,  it  plans  to  seek  changes  in 
COCOM's  regulations. 

That  may  be  tough.  European  mem- 
bers, led  by  Germany,  want  the  U.  S. 
to  ease  restrictions  on  advanced  tele- 
communications gear  in  exchange  for 
relaxing  computer  curbs.  But  U.  S.  se- 
curity agencies  have  fought  such  a 
deal  because  looser  controls  on  fiber- 
optic-transmission equipment  would 


hinder  their  ability  to  eavesdrop, 
similar  reasons,  the  agencies 
against  easing  controls  on  encrypt 
software  (page  43). 

It's  up  to  President  Clinton  to  br 
the  bureaucratic  impasse  and  p 
more  sweeping  export-control  r< 
sions.  He  can  start  by  overruling 
spy  agencies'  objections  to  liberaliz 
the  sale  of  fiber-optic  lines.  The  ra 
spread  of  technology  is  mak 
most  of  the  restrictions  acad< 
ic.  Computers  that  surpass 
110-MTOPS  level  are  rea( 
available  in  Taiwan  and  So 
Korea,  which  aren't  members 
COCOM.  China  already  has  fa 
ties  capable  of  producing  fil 
optic  gear. 

bad  guys?  The  U.  S.  could  i 
push  hard  to  draw  Taiwan, 
former  Soviet  republics,  i 
other  developing  nations 
weapons  and  high-tech  exp< 
control  clubs.  Washington  co 
entice  them  with  trade  con< 
sions  or  other  benefits. 

Enlarging  COCOM  while  scr 
ping  its  traditional  East-W 
focus  will  be  tricky.  The  U 
and  its  allies  don't  always  ag 
on  who  the  bad  guys  are.  Right  n< 
for  example,  the  U.  S.,  Europe,  and 
pan  are  at  odds  over  how  much  to 
strict  trade  with  Iran.  Such  differen 
can  probably  be  overcome,  but  t 
will  require  more  political  initiat 
than  the  Administration  has  muste 
so  far.  And  unless  Washington  mo 
quickly  to  resolve  the  squabbles, 
ballyhooed  campaign  to  beef  up  exp 
promotion  won't  live  up  to  its  billin 

Borrus  covers  foreign  policy  fr 
Washington. 
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TRADE  I 


WILL  NAFTA'S  BIG  BRASS  BAND 
EVER  GET  IN  STEP? 


The  pro-pact  lobby  isn't  getting  its  message  across.  Its  opponents  are 


Ri 
1 


ight  about  now,  business  backers 
of  the  North  American  Free 
.Trade  Agreement  should  have 
their  lobbying  machine  in  overdrive.  Cor- 
porate America  is  united  behind  the 
pact,  and  its  war  chest  is  chock-full.  But 
as  the  battle  over  creating  the  trade  bloc 
intensifies,  there  are  signs  that  Big 
Business'  enemy  isn't  anti-NAFTA  ring- 
leader Ross  Perot,  but  itself. 

Understaffed,  disorganized,  and  with- 
out a  clue  how  to  conduct  a  grass-roots 
campaign,  the  main  business  umbrella 
group,  USA  NAFTA,  is  still  flailing  about 
just  weeks  before  a  congressional  vote 
on  the  pact.  The  group's  TV  advertising 
has  been  panned  by  political  pros  as  un- 
inspired. Corporate  leaders  who  say  they 
desperately  want  an  agreement  aren't 
willing  to  step  into  the  ring  against 
Perot.  And  the  group  squandered  pre- 
cious time  convincing  Lee  A.  Iacocca  to 
act  as  spokesman  and  savior. 

As  a  result,  the  message  of  NAFTA 
foes — that  millions  of  factory  jobs  could 
be  lost  to  Mexico — go  unanswered,  and 
the  public's  worries  about  the  pact  are 
growing.  "NAFTA  supporters  can  com- 
plain all  they  want  that  the  figures  are 
being  distorted,  but  they're  not  getting 
their  message  across,"  says  GOP  pollster 
Ed  Goeas.  A  mid-September  Gallup  Poll 
shows  that  some  41%  of  Americans  now 
oppose  the  pact.  That's  up  from  about 
33%  in  polls  taken  over  the  summer. 
jersey  whirl.  USA  NAFTA  head  Law- 
rence A.  Bossidy,  chief  executive  of  Al- 
liedSignal  Inc.,  knows  that  corporate 
supporters  need  to  put  on  a  big  push. 
"We  need  to  get  as  many  CEOs  as  we 
can  involved  out  there  with  a  broad- 
based  message,"  he  says.  So  what's  Bos- 
sidy doing?  He  took  the  stage  in  Wash- 
ington briefly  to  ballyhoo  NAFTA's 
benefits  on  Sept.  14,  as  Clinton  signed 
ancillary  agreements.  But  Bossidy  plans 
no  more  public  appearances.  He  says  he 
prefers  to  raise  money  and  coordinate 
strategy  for  USA  NAFTA  by  phone  from 
his  New  Jersey  office. 

Money,  however,  is  the  least  of  the 
pro-NAFTA  lobby's  worries.  What  back- 
ers need  now  is  someone  who  can  get 
the  message  across  as  well  as  Perot.  But 
corporate  CEOs  have  been  reluctant  to 
enter  the  fray,  partly  because  their  par- 
ticipation could  reinforce  Perot's  charges 
that  Nafta  is  a  Big  Business  conspiracy 


to  shift  U.  S.  jobs  to  Mexico.  "It's  a  cul- 
tural thing,"  says  one  business  lobbyist. 
"They  can't  see  themselves  arguing  with 
Perot  on  a  talk  show." 

Even  getting  retired  Chrysler  Chair- 
man Iacocca  to  sell  NAFTA  has  proved 
difficult  for  the  Administration.  While 
the  White  House  was  ready  to  trot  out 
Iacocca  on  Sept.  23  for  a  NAFTA  endorse- 
ment, BUSINESS  WEEK  has  learned  that 
he  remains  reluctant  to  appear  in  pro- 
NAFTA  TV  ads.  In  discussions  with  White 


Leader  Richard  A.  Gephardt  (D-Mo.)JJ 
nounced  his  opposition  to  the  accordB 
The  advertising  drive  to  save  NaB 
isn't  much  further  along.  It's  being  m 
died  by  the  political  ad  firm  of  CI™ 
insider  Mandy  Grunwald,  with  proiB 
tion  chores  falling  to  veteran  DemocrB 
strategist  Francis  O'Brien.  O'Brien  sjSi 
that  ads  are  just  beginning  to  extpj 
beyond  Washington  to  other  parts  of  p 
nation.  Ad  experts  say  the  commercB 
will  have  to  offer  a  lot  more  thanB 
dorsements  for  the  pact  from  forB 
Presidents  Ford,  Bush,  and  Carter.  B 
deed,  Tonight  Show  star  Jay  LenoB 
cently  joked  that  the  pact  was  bn 
endorsed  by  "three  out-of-work  ArrB 
cans." 

One  of  the  biggest  stumbling  bloR 
for  the  pro-NAFTA  forces  is  their  reB 
tance  to  use  perhaps  their  most  po\B 
ful  argument:  As  free  traders,  the  cfl 


Against  NAFTA 
in  Michigan: 
Iacocca  backs 
the  pact  but  may 
be  reluctant  to 
promote  it  and 
provoke  the 
UAW 


House  strategists,  Iacocca  expressed 
concerns  that  such  ads  could  undermine 
contract  talks  between  the  United  Auto 
Workers,  which  opposes  NAFTA,  and  the 
Big  Three  auto  makers.  The  negotiations 
won't  be  completed  before  late  October. 

That  may  be  too  late  to  rescue  a  trade 
pact  that  doesn't  have  enough  votes  to 
pass  the  House.  A  closer  look  at  the  pro- 
NAFTA  campaign  reveals  a  late-starting 
effort  that's  way  behind  the  anti-NAFTA 
crusade.  An  umbrella  group  of  2,700 
companies  that  support  the  pact,  USA 
Nafta  has  hired  longtime  Democratic 
consultant  Anne  Wexler  to  run  the 
grass-roots  campaign.  But  it  won't  begin 
in  earnest  until  early  October.  Perot  and 
other  NAFTA  critics  have  pounded  the 
pact  for  months.  And  they  got  a  big 
boost  on  Sept.  21,  when  House  Majority 


can't  bring  themselves  to  trumpet  1M 
fact  that  some  of  the  treaty's  protectil 
ist-oriented  provisions,  such  as  contii 
rules,  could  prompt  foreign  competitfl 
to  shift  more  production  to  the  U.  S.  J 

At  this  point,  many  CEOs  are  frustnl 
ed  that  Americans  are  so  lukewal 
about  NAFTA.  "We  fail  to  understand* 
this  country  the  number  of  high-payifl 
jobs  lost  at  home  when  we  shut  oi 
selves  off  from  other  markets,"  sal 
Jerry  R.  Junkins,  CEO  of  Texas  Instjl 
ments  Inc.  It's  a  compelling  argumea 
but  unless  executives  and  pact  partisan 
get  the  story  out  into  the  heartlandll 
may  not  count  for  much  when  CongrM 
begins  to  determine  nafta's  fate. 

By  Douglas  Harbrecht,  with  Susanm 
Garland  in  Washington  and  bureu 
reports 
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THE  FORD  DEAL 

WON'T  THROW  GM  INTO  A  SKID 


Despite  the  doomsayers,  the  company  should  be  able  to  cope 


When  Ford  and  the  United  Auto 
W  urkers  agreed  to  a  new  con- 
tract on  Sept.  15,  pundits  pre- 
dicted the  deal  would  cripple  rival  GM. 
Reeling  from  a  three-year,  $17  billion 
loss  in  North  America,  the  argument 
went,  General  Motors  Corp.  would  need 
major  concessions  in  health  care  and  oth- 
er areas  to  help  it  climb  out  of  the  ditch. 
In  fact,  predicted  doomsayers,  the  new 
contract  would  actually  boost  Ford 
Motor  Co.'s  cost  advantage  over  its 
archrival. 

True,  the  terms  of  the  new  three-year 
pact  would  hit  GM  harder  than  Ford.  The 
deal  provides  healthy  pay  hikes,  fatter 
pensions,  and  the  same  generous  in- 
come-security provisions  that  cost  Ford 
$558  million  and  GM  nearly  $3.35  billion 
over  the  past  three  years  (table).  These 
provisions  would  jack  up  GM's  hourly  la- 
bor costs  by  nearly  4%  a  year,  to  $48.90 
an  hour  by  1996,  figures  J. 
Gerard  Paul,  an  analyst  with 
Sanford  C.  Bernstein  &  Co. 
By  contrast,  costs  at  Ford 
will  only  rise  3.3%,  to  $44.55, 
primarily  because  it  plans  to 
hire  aggressively  and  the 
deal  allows  it  to  hire  new 
workers  at  707'  of  full  pay. 
CARBON  COPY.  But  none  of 
this  will  kill  GM.  More  than 
anything,  the  new  contract  is 
a  carbon  copy  of  the  one  GM 
negotiated  in  1990.  Moreover, 
the  entire  auto  industry  is 
pulling  out  of  the  recession 
that  hammered  profits  in  re- 
cent years.  GM  has  cut  more 
than  62,000  union  workers 
since  1990  and  is  slashing 
materials  costs  by  $4  billion 
annually.  While  uaw  bargain- 
ers have  done  little  to  help 
President  Jack  Smith  reach 
his  goal  of  breaking  even  in 
U.  S.  auto  operations,  neither 
have  they,  significantly  added 
to  his  woes.  "GM  can  cope," 
says  Morgan  Stanley  &  Co. 
analyst  Scott  Merlis. 

The  ongoing  sales  recovery 
will  certainly  help.  Carmak- 
ers will  sell  roughly  13.8  mil- 
lion vehicles  this  year  vs.  12.3 
million  in  1991.  And  analysts 
believe  sales  could  hit  16  mil- 


lion by  1996  as  old  clunkers  conk  out  and 
need  to  be  replaced.  Even  if  GM's  market 
share  slips  slightly  from  the  current 
33.8%,  every  sales  increase  of  1  million 
units  will  boost  GM's  volume  by  roughly 
300,000.  That  will  help  keep'  factories 
humming  and  UAW  workers  out  of  the 
company's  expensive  safety  net. 

Even  so,  GM  and  union  officials  know 
that  the  company  must  shed  workers  to 
match  rivals'  productivity.  Insiders  say 
GM's  goal  is  220,000  hourly  workers  by 
1996,  down  from  267,000  now.  Normal 
attrition,  which  union  leaders  say  runs 
at  roughly  9,000  workers  annually,  will 
take  care  of  some  27,000  jobs.  And  a 
Ford-type  deal  would  allow  GM  to  buy 
out  the  other  20,000  with  early-retire- 
ment packages  such  as  the  one  that  at- 
tracted 16,500  UAW  members  in  March. 
Stephen  P.  Yokich,  the  combative  vice- 
president  in  charge  of  GM  for  the  uaw, 


THE  FORD  MODEL 


The  UA  W's  new  contract  with  Ford,  which  will  serve  as  a  model  for 
GMand  Chrysler,  will  raise  auto  makers' costs  by  some  4%  a  year. 
Here 's  what  the  pact  includes: 


►  A  3%  wage  hike,  followed  by  3%  bonuses 

►  An  additional  cost-of-living  adjustment  to  wages  (equal 
to  about  90%  of  the  inflation  rate) 

►  Diversion  of  $147  quarterly  from  wage  increases  to  help 
pay  for  health  care 

►  A  pledge  of  $1.2  billion  to  compensate  laid-off  workers 

►  Reduction  of  starting  pay  for  new  hires  to  70%  of  base 
pay,  from  85% 

DATA:  BUSINESS  WEEK 


has  repeatedly  endorsed  that  appr<BJ 
Coaxing  workers  into  retirement  Hi 
cut  GM's  costs.  Each  retiree  costj 
roughly  $28,000  a  year  vs.  about  $4M 
for  a  worker  on  long-term  layoff,  I 
Daniel  D.  Luria,  a  labor  specialist  aft 
Industrial  Technology  Institute  in  mi 
Arbor,  Mich.  That  means  even  a  gm 
ous  severance  package  pays  for  itsafc 
a  year  or  two.  And  the  more  workerp 
buys  out,  the  less  it  will  have  to  tap 
income  security  fund. 

Of  course,  adding  retirees  strains  m 
pension  fund,  which  is  already  abouw 
billion  underfunded.  But  even  that  ft 
lem  has  been  exaggerated.  If  ovB 
U.  S.  sales  hit  16  million  units  by  ■ 
GM's  cash  flow  would  probabljfi 
healthy  enough  to  take  care  of  the  <fl 
says  Prudential  Securities  Inc.  ans 
Philip  K.  Fricke.  Meanwhile,  GM  plam 
ease  credit-rating  agency  fears  by  xm 
proceeds  from  a  planned  stock  offel 
to  pay  down  the  shortfall  in  the  I 
year  or  two.  "If  the  auto  cycle  I 
what  I  think,  the  pension  liability  tig 
care  of  itself,"  says  Fricke. 
willing  to  bend.  GM  will  likely  fac« 
with  the  UAW  by  mid-October,  afte™ 
union  wraps  up  talks  with  Chrjl 
Corp.  Union  President  Owen  F.  Bit 
says  he  wants  GM  to  follow  the  pata 
set  at  Ford  and  Chrysler.! 
he  has  also  signaled  a  SI 
ingness  to  bend  the  I 
slightly  in  GM's  favor.  GmB 
likely  ask  for  provisions  M 
as  the  freedom  to  move  1 
off  workers  to  any  GM  p§| 
Now,  workers  can  turn  dB 
jobs  more  than  50  miles  m 
home. 

No  matter  how  tough  I 
talks  get,  no  one  expects 
big  strike  at  GM.  Neither  n 
can  afford  a  prolonged  st» 
off,  with  Japanese  rill 
poised  to  grab  market  shw 
The  company's  activist  disc 
tors,  although  concern 
about  GM's  labor  costs,  llfc 
agreed  not  to  meddle  in  kjo 
relations,  says  a  source  cjsi 
to  the  board.  They're  "tallij 
a  hands-off  attitude."  | 
sides,  Smith  has  spent  hi 
past  year  trying  to  mtii 
fences  with  the  union,  sljfl 
ing  production  of  S(l 
Chevy  Cavaliers  from  Meo 
to  the  U.  S.  and  saving  al 
vonia  (Mich.)  parts  pin 
from  the  ax.  In  a  few  we:s 
he  likely  will  grit  his  ttl 
and  make  nice  across  I 
bargaining  table. 

By  David  Woodruff  ii 
Detroit 
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»  Canon  USA,  Inc  Home  OtI.ce  Producls  Division,  Oi 


Canon.  Inc  Bubble  Jel  and  UHQ  a 


^anon  stands  alone  as  the  undisputed  leader  in 
o/plain  paper  facsimile. 

And  it  isn't  difficult  to  see  why.  Especially  when 
ou  notice  the  space-saving  upright  design  of  our 
;AXPHONE®  plain  paper  fax  machines.  Perfect  for 
ny  home  office. 

Notice,  too,  the  quality  of  output.  Canons 
latented  Bubble  Jet™  printing  technology  with 
'60  x  360  dpi  gives  you  precise,  laser  quality  images 
in  cut-sheet  plain  paper.  And  with  Canon's  exclusive 
JHQ™  imaging  technology,  you  can  send  text  and 


multi-toned  graphics  that  are  virtually  indistinguishable 
from  the  original. 

If  you're  looking  for  the  convenience  and 
simplicity  of  receiving  on  plain  paper,  remember  only 
Canon  has  a  full  line  of  affordable,  easy-to-use  personal 
plain  paper  fax  machines  with  the  outstanding  quality 
that  has  made  Canon  plain  paper  fax  the  number  one 
choice  of  American  business. 

For  more  information  about  our  popular 
FAXPHONE  B70  and  B60,  or  our  new 
FAXPHONE  B75,*  please  call  1-800-4321-HOP. 


Official  Facsimile  of 
£&S^  WorldCupmW 

and  U.S.  National  Team 


FAXPHONE"  B70 

BUBBLE  JET  FACSIMILE 


Canon 


ADVERTISING! 


IT'S  REEBOK  OUT 
— AND  NISSAN  IN 


For  even'  big  loss,  Chiat/Day 
lands  another  heftv  winner 


For  more  than  25  years,  Chiat/Day 
Inc.  has  hung  on  to  its  image  as 
the  archetypal  West  Coast  shop — 
brilliantly  creative,  if  a  bit  quirky  and 
undisciplined.  The  Venice  (Calif.)  firm 
also  is  known  for  advertising  that  spot- 
lights itself  over  the  client's  product,  for 
favoring  razzle-dazzle  over  marketing 
depth  and  discipline — and  for  losing  its 
clients.  These  days,  though,  the  ad  world 
is  talking  about  Chiat's  uncanny  ability 
to  bounce  back  from  adversity. 

The  latest  crisis  struck  Chiat/Day's 
New  York  office.  On  Sept.  14,  Reebok 
International  Ltd.  abruptly  fired  Chiat/ 
Day,  handing  the  $80  million  in  U.  S. 
billings  to  Chicago  rival  Leo  Burnett  Co. 
Six  days  later,  Chiat/Day  took  out  pro- 
vocative full-page  ads  in  the  Los  Ange- 
les Times  and  The  New  York  Times. 
"Now  we  know  how  Dan  felt,"  they 
read,  referring  to  Olympic  hopeful  Dan 
O'Brien,  who  starred  in  a  $30  million 
Reebok  campaign  last  year  and  then 
failed  to  qualify  for  the  U.  S.  decathlon 


STRATEGIES! 


NIKE'S 
NEW  TREADS 


Golf  shoes  and  promotion  may  not 
make  up  for  the  slide  in  sneakers 


At  the  end  of  Nike's  annual  meet- 
ing on  Sept.  20,  Chief  Executive 
Philip  H.  Knight  called  for  ques- 
tions. Phoenix  Suns  star  and  Nike  en- 
dorser Charles  Barkley  bounded  up  from 
the  back.  "Did  I  hear  that  something 
happened  to  $1  billion  of  yours?"  he 
asked,  referring  to  Knight's  massive 
Nike  Inc.  stock  holdings. 

Shareholders  laughed  at  the  jab,  but 
that  doesn't  mean  they  were  happy:  Ni- 
ke's stock  price  has  dropped  to  about 
$44,  from  $90  last  November.  At  the 
meeting,  they  heard  Nike  was  slipping 
further.  After  a  disappointing  T'"'  drop  in 
net  income,  to  $114  million,  for  the  quar- 
ter ended  Aug.  31,  Knight  says  both 
sales  and  earnings  will  fall  in  the  cur- 
rent fiscal  year.  To  cope  with  the  slide, 
Knight  will  cut  expenses  at  least  $50 


team.  O'Brien  later 
shattered  a  world  rec- 
ord. Chiat's  ad  ends: 
"You  haven't  heard 
the  last  of  us,  either." 

Then,  serendipity. 
The  day  the  ad  ran, 
Nynex  Corp.  consoli- 
dated all  of  its  media 
buying  at  Chiat/Day. 
Income  from  the  new 
activities  will  replace 
about  half  the  Reebok 
business,  says  Chair- 
man Jay  Chiat.  The 
agency  is  also  a  final- 
ist for  IBM  Personal 
Computer  Co.'s  $40  million  U.  S.  account, 
to  be  awarded  in  October. 

"It's  remarkable,"  says  James  K.  Ag- 
new,  who  heads  advertising  startup 
iPlus+  Inc.  in  Santa  Monica,  Calif.  "Ev- 
ery time  they  lose  a  string  of  business, 
they  manage  to  immediately  replace  it." 
Adds  Guy  Day,  who  split  with  Chiat  and 
left  the  agency  in  1986:  "It  has  to  do 
with  Jay's  approach  to  getting  whacked: 
That's  when  he's  at  his  very  best." 
locai  hero.  Chiat  has  had  lots  of  prac- 
tice at  both.  Last  year,  his  New  York 
operation  lost  $80  million  in  business 
from  Lehman  Brothers  and  its  parent, 
American  Express  Co.  But  in  November, 
the  agency  landed  the 
prestigious  Infiniti 
luxury  car  account— 


million  and  trim  at 
least  300  jobs. 

It's  Nike's  worst 
downturn  since  1987. 
In  the  five  years  since, 
it  has  confounded  crit- 
ics by  posting  average 
annual  profit  growth 
of  29?;.  But  U.S.  ath- 
letic shoe  sales — 
which  account  for  56':; 
of  Nike's  revenues — 
now  have  peaked  at 
about  $6.1  billion,  as 
consumers  increasing- 
ly turn  to  more  moder- 
ately priced,  comfort- 
able casual  shoes, 
such  as  Timberlands,  Doc  Martens,  and 
rugged  hiking  boots.  Rival  Reebok  Inter- 
national Ltd.'s  results  also  have  suf- 
fered: Sales  this  year  are  expected  to 
drop  3%,  to  $2.9  billion. 
warm-up  gear.  Knight  calls  the  down- 
turn "a  little  bump."  And  in  fact,  Nike 
hasn't  bowed  to  grunge  fashion,  betting 
that  consumers  will  keep  buying  "au- 
thentic athletic"  shoes  and  clothing.  But 
the  company  also  has  moved  to  balance 
the  decline  in  its  biggest  category,  bas- 
ketball shoes,  with  new  divisions  for  soc- 


$90  million  in  billies, 
Parent  Nissan  Ml 
Corp.  USA  now  J 
counts  for  more  til 
10' I  of  Chiat/Day'l 
timated  $850  millioi 
billings. 

Reebok  was  hM 
with  Chiat/Di 
work  and  expect* 
use  its  Planet  Rem 
campaign  throl 
1994  "and  beyoil 
says  David  G.  Rol 
Reebok  vice-presiqp 
The  problem:  wp 
Chiat/Day  had  en 
ed  Reebok's  first  global  campaigrti 
didn't  have  the  worldwide  resource! 
service  it,  Ropes  says.  Ironically,  (J 
abandoned  an  attempt  to  go  global  I 
November,  selling  its  once  prized  M 
tralian  shop,  Mojo,  to  Foote,  CompU 
Belding.  Mojo,  acquired  in  1989,  wash 
linchpin  in  a  plan  to  turn  Chiat  inift 
full-service,  worldwide  contender. 

But  Chiat  may  be  able  to  do  just  i 
as  a  domestic  shop.  Its  unusual  ad  I 
already  resulted  in  some  "interestif 
calls,  Chiat  claims,  including  one  frol 
sports-apparel  company.  No,  not  Jvl 
he  says.  Hmrnm.  "Planet  Conversl 
"Planet  Adidas"?  Stay  tuned. 

By  Larry  Armstrong 
Los  Angeles,  with  m 
frey  Smith  in  Bostm 


cer  and  golf,  marB 
it  had  barely  penefl 
ed  in  the  past.  It  I 
begun  marketing  I 
forms  and  warirl 
gear  to  college  teM 
And  in  Januarys 
bought  Sports  Spel 
ties,  a  California  I 
maker.  Nike  s 
plans  to  hook  up  m 
Creative  Artists  A* 
cy  to  produce  spijb 
events. 

Still,  none  of  tlfc 
offshoots  matches  I 
profitability  of  Nil 
core  business 
That's  why  it  must  search  overseas! 
growth.  Nike  says  it's  gaining  mai 
share  in  Europe,  with  about  207«  m 
and  it's  investing  $75  million  in  a  I 
warehouse  in  Belgium.  For  now,  k 
potential  seems  locked  up  by  recesfc 
and  limited  spending  power.  But  d«K) 
graphics  point  to  tremendous  opportni 
ties:  In  the  U.S.,  there  are  four  pe)l« 
for  every  pair  of  Nikes;  France  hasll 
Japan  50,  and  China  11,821.  That's 
of  Air  Jordans  waiting  to  be  sold. 
By  Dori  Jones  Yang  in  Beaverton,  9 
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"WAITING  IN 
LINE  TO  CHECK-IN 
IS  ONE  OF  LIFE'S 
LEAST  PRODUCTIVE 
ACTIVITIES. 
SO  WE  DID 
AWAY  WITH  IT." 


Time-consuming  guest  registration  forms  are  a  thing  of  the  past  with 
Marriott's  Express  Check-in.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTEtS   RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOC 


Method  <»f  payment  ami  preferred  room  lype  required  at  lime  . .1"  reservation.  Available  at  over  2110  loeations  nationwide.  Not  a\ailal.le  at  some  .omentum  and  resort  properties 
Not  available  at  Courtyard  by  Marriott,  Resilience  Inn  liy  Marriott  or  Fairfield  Inn.  ©1993  Marriott  Corp. 
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SUPREME  TESTS 

A  pnmer  on  business-related 
cases  the  Supreme  Court  w/// 
fake  up  when  it  begins  its  new 
session  on  Oct.  4: 

CIVIL  RIGHTS  ACTJustices 

will  decide  whether  this  1991 
law  applies  to  cases  pending  at 
the  time  of  its  November,  1991, 
enactment.  If  so,  businesses 
could  be  socked  for  millions  of 
dollars  in  damages  in  hundreds 
of  lawsuits. 

SEXUAL  HARASSMENT  The 

high  court  will  decide  whether 
an  alleged  victim  of  sexual 
harassment  must  prove  psycho- 
logical suffering  because  of  the 
harasser's  conduct. 

SECURITIES  FRAUD  The 

justices  may  decide  whether 
individuals  can  be  held  liable 
for  violating  federal  securities 
laws  if  they  simply  acted  irre- 
sponsibly and  didn't  knowingly 
commit  fraud.  A  lower  court 
had  held  a  bank  liable  as  an 
"aider  and  abettor"  for  an 
alleged  Colorado  municipal- 
bond  fraud  because  it  failed  to 
prevent  allegedly  misleading 
financial  disclosures. 


DATA:  BUSINESS  WEEK 


FIRE  SALE  AT 
COMPUTERVISION? 


►  Not  so  long  ago,  it  was  one 
of  the  world's  leading  mini- 
computer makers.  Now,  Com- 
putervision  just  keeps  getting 
smaller.  According  to  custom- 
ers and  employees,  the  trou- 
bled Bedford  (Mass.)  compa- 
ny, formerly  called  Prime 
Computer,  is  considering  sell- 
ing some  or  all  of  its  $600  mil- 
lion computer-repair  business 
to  retire  debt.  A  Computervi- 
sion  spokeswoman  declined  to 
comment.  But  cash  reserves 
have  dropped  30%  this  year, 
to  $66  million,  and  the  compa- 
ny still  owes  $348  million  in 
long-term  debt.  Its  market 
capitalization,  about  $150  mil- 
lion, is  a  scant  16%  of  annual 


revenues.  A  sale  could  ease 
the  pain  for  Lehman  Broth- 
ers, which  still  holds  a  22% 
stake  from  Prime's  '89  lever- 
aged buyout. 


CLEAN  IT  ISN'T. 
CLOSED  IT  IS 


►  Pity  the  Japanese  trade 
team.  It  must  be  rough  argu- 
ing that  Japan's  construction 
market  is  clean  and  open 
when  politicians  and  captains 
of  the  industry  are  being 
charged  with  bribery.  The  lat- 
est arrest:  Teruzo  Yoshino, 
75,  chairman  of  Shimizu.  Yo- 
shino is  accused  of  bribing  the 
governor  of  Ibaraki  Prefec- 
ture $10  million  for  civil- 
works  contracts.  Despite  the 
scandals,  Japan  continued  to 
stall  in  the  latest  round  of 
construction  talks  on  Sept.  17- 
18.  The  U.  S.  is  insisting  that 
Japan  adopt  "objective  crite- 
ria" such  as  foreign  market 
share  and  has  threatened  to 
impose  sanctions  if  there's  no 
progress  by  Nov.  1. 


MARKHAM  LANDS 
A  JOB 


►  The  "personal"  reasons 
Richard  Markham  cited  for 
leaving  Merck  as  president  in 
July  apparently  aren't  con- 
suming enough  to  derail  his 
ambition  to  run  a  drugmaker. 
On  Sept.  21,  Marion  Merrell 
Dow  named  the  42-year-old 
supersalesman  its  president 
and  chief  operating  officer. 


TALK  ABOUT  PRODUCT  PLACEMENT... 


"v'T;. 


Nothing  warms  a  market- 
er's heart  like  a  big- 
time — and  free — celebrity 
endorsement.  Say,  from 
the  Pope,  who  slipped  on 
a  pair  of  K-Swiss  tennis 
shoes  (white,  with  gold 
laces)  during  his  August 
trip  to  Denver. 

So  imagine  the  excite- 
ment at  Pilot  Pen  on  Sept. 
10,  when  TV  cameras  zoomed  in  for  a  close-up  of  Israeli  Pi 
Minister  Yitzhak  Rabin  signing  the  document  recognizing 
Palestine  Liberation  Organization — with  a  Pilot  Precise  rol 
ball.  Handed  such  a  "marvelous,  once-in-a-lifetime  opport 
ty,"  Pilot  President  Ronald  Shaw  ran  with  it.  Within  10  d 
nationwide  newspaper  ads  trumpeted:  "There's  a  line  betw 
war  and  peace.  This  one  was  written  with  a  Pilot."  What 
PLO  Chairman  Yassir  Arafat  use?  "We  got  photos,  blew  tl 
up,  and  there  was  absolutely  no  way  we  could  figure  it  o 
Shaw  says.  But  he  swears  it  wasn't  a  Paper  Mate. 


Markham  never  explained  his 
sudden  departure  from  Merck 
in  July,  but  those  close  to  the 
company  say  he  lacked  the 
backing  of  other  top  execs. 
Marion  can  certainly  use 
Markham's  marketing  savvy: 
It  scored  with  such  products 
as  Seldane  and  nicotine  patch- 
es but  is  now  facing  chal- 
lenges because  of  expiring 
patents  on  some  key  drugs. 


ANOTHER  ROUND  OF 
MICROSOFT  VS.  NOVELL 


►  Microsoft  and  Novell  tend 
to  express  their  mutual  dis- 
like in  the  marketplace.  On 
Sept.  21,  Microsoft,  the  lead- 
ing PC  software  maker,  dra- 
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matically  slashed  the  pric( 
its  new  Windows  NT 
vanced  Server  program, 
will  charge  a  flat  fee  of  $1, 
for  the  software,  giving  aT 
the  versions  for  additional 
on  a  network — and  dram 
cally  undercutting  Novell, 
veil,  meanwhile,  is  bundlin 
version  of  the  Unix  opera! 
system    with    its  popi 
NetWare.  Novell  bought 
rights  to  Unix  from  AT&T 
June  for  $350  million.  N 
the  company  will  sell  a  rea 
to-use  version  of  Unix  to  n 
ers  of  PCs  and  workstatior 


ANHEUSER-BUSCH 
GOES  LIGHT 


►  Count  Anheuser-Busch 
the  latest  casualty  on  the 
ue-pricing  battlefield.  C 
sumers  are  trading  do 
from  premium-brand  pr 
ucts— such  as  Anheuse 
Budweiser — and  price  com 
tition  is  battering  its  bak( 
and  Eagle  Snacks  units, 
the  $11.6  billion  giant  is 
ing  a  $565  million  restruct 
ing  charge  in  its  fiscal  th 
quarter.  That  will  cover  1,! 
job  cuts,  or  10%  of  the  ss 
ried  work  force,  as  well  a;a 
salary  freeze  on  all  white-ci- 
lar  workers.  Anheuser  alscB 
expected  to  close  some  Car> 
bell  Taggart  bakery  plants 
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IS 

OVERKILL. 


2  lbs. 


Dption.  Priority  Mail 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable 
from  the  Postal  Service.  It's 


not  overnight  but  it's  delivered  fast,  specially 
handled  and  only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext  466  for 
a  free  Priority  Mail 
starter  kit. 

When  you  don't 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 


8  1993  U  S  Postal  Service 


United  States  Postal  Service 


Jour  customer  is 
overflowing  with  information. 

Are  you  harnessing  it  to 
power  your  business? 


To  generate  revenue,  you  need  cus- 
tomers. To  generate  customers,  you  need 
information:  What  products  and  services 
do  your  customers  want'?  When  do  they 
want  them'?  How  do  they  want  them?  Are 
they  receptive  to  new  offerings'?  Indeed, 
who  are  your  customers'? 

Unisys  is  proud  to  introduce  a  power- 
ful new  way  to  answer  these  bottom-line 
questions:  customerize.  To  help  ctstomerize 


cus-tom-er-lze  vGV-u-ma-rize'W 
1 :  to  make  a  compans  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy  e.g..  to 
extend  s>stems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  «  hat 
L  ms>s  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
ogencics.uorldwide  syn  see  ixstomer 

StRVICE.  COMPETITIVE  EDGE.  BISISESS- 
CRmC At  SOUTlONS.  revem  e  c.fneration 


your  organization,  we'll  apply  information 
strategy  to  customer  service.  Experienced 
Unisys  consultants  will  help  conduct  a 
customerize  a  assessment  of  your  organi- 
zation. We'll  help  move  information  tech- 

© 1993  I'iusts  Corporation. 


nology  capabilities  to  the  points  of 
customer  contact,  vitalizing  the  informa- 
tion flow  between  you  and  customers.  The 
competitive,  revenue-generating  benefits 

UMSYS 

We  make  it  happen. 


are  tangible:  enhanced  ability  to  win  bus 
ness.  to  maximize  customer  relationship: 
and  tailor  market -sensitive  new  offering: 
Call  us  at  1-800-874-8647.  ext.  14.  As! 
how  our  customerize  assessment  and  con 
plimentary  customerize  Information  Ki 
can  help  launch  a  torrent  of  advantages  fo: 
your  business. 

r.  STOKESZ-  is  a  seme*  mark  of  Dusts  Corporation- 
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PY  VS.  COMPUTER  NERD: 

HE  FIGHT  OVER  DATA  SECURITY 


Ahilip  Zimmermann  wanted  to  strike  a  blow  for  freedom. 
iPTo  help  computer  users  keep  data  safe  from  snoopers, 

the  Boulder  (Colo.)  software  consultant  and  self-de- 
ed "privacy  activist"  wrote  a  program  making  it  easy  to 
)de  messages  with  an  all-but-unbreakable  cipher.  And  he 
red  it  free  through  the  network  known  as  the  Internet, 
low,  Zimmermann's  gift  to  cyberspace  has  exposed  an 
ttious  gap  in  the  Administration's  vision  of  a  high-tech  fu- 

The  White  House  is  promoting  a  data  superhighway 
i  key  to  a  competitive  future.  But  the  National  Security 
sncy  is  trying  to  restrict  the  use  of 
i-quality  encryption,  which  experts  be- 
3  business  will  need  to  take  full  advan- 
;  of  the  "information  infrastructure." 
'he  focus  of  the  fight  is  a  program 
mermann  calls  "pretty  good  privacy" 
5).  On  Sept.  9,  two  software  companies 
^exas  and  Arizona  that  have  been  in- 
/ed  in  publishing  PGP  received  federal 
nd-jury  subpoenas  requesting  docu- 
lts  and  information  about  the  program. 
iCKDOWN.  Although  the  government 
l't  discuss  the  investigation,  the  com- 
er world  has  a  pretty  good  idea  what's 
lg  on.  Because  sophisticated  encryption 
ws  friends  and  foes  alike  to  protect 
ununications,  the  software  is  subject  to 
same  export  controls  as  munitions.  But  PGP  has  popped  up 
over  the  world.  The  probe,  says  Zimmermann's  lawyer, 
lip  Dubois,  is  aimed  at  "finding  out  how  it  occurred  and 
ether  an  offense  was  committed." 

)ddly,  the  crackdown  on  software  comes  just  as  the  Admin- 
'ation  is  loosening  export  controls  on  computer  hardware. 
;  the  schizophrenia  may  be  more  apparent  than  real.  "I 
B  think  they've  got  the  export  policy  together  enough  to 
split,"  says  a  key  congressional  staffer.  The  underlying 
iblem,  explains  Paul  Freedenberg,  a  Washington  attorney 
1  export-control  specialist,  is  that  "Clinton  is  very  cautious 


about  dabbling  in  national  security.  This  is  an  area  that  has  es- 
sentially been  turned  ever  to  the  spooks." 

Meanwhile,  there  is  growing  concern  in  Congress  about 
possible  damage  to  exports.  Quality  encryption  software  "is 
available  from  foreign  manufacturers . . .  and  is  easily  transmit- 
ted using  only  a  long-distance  telephone  line  and  a  modem," 
complained  Representative  Sam  Gejdenson  (D-Conn.)  and  a 
high-powered  bipartisan  group  of  colleagues  in  a  Sept.  20 
letter  to  the  President.  "Yet  the  U.  S.  continues  to  control  this 
computer  software  as  a  Munitions  List  item."  Says  Douglas 
Miller  of  the  Software  Publishers  Assn.: 
"The  U.  S.  government  is  succeeding  only 
in  crippling  an  American  industry's  ex- 
porting ability." 

While  the  goal  of  the  nsa  and  other  se- 
curity agencies— keeping  U.  S.  messages 
secure  while  allowing  Uncle  Sam  to  read 
those  of  both  domestic  and  foreign  bad 
guys— is  laudable,  technology  may  be  ren- 
dering it  impossible.  "Law  enforcers  no 
longer  have  the  inside  track,"  says  Eben 
Moglen  of  Columbia  University  law  school. 

Experts  agree  that  NSA  officials  are 
smart  enough  to  see  the  writing  on  the 
wall,  encrypted  or  not.  But,  says  James 
Bitzos,  president  of  RSA  Data  Security 
Inc.  in  Redwood  City,  Calif.,  the  agency 
wants  to  maintain  as  much  control  as  possible  for  as  long  as 
possible.  Today,  intelligence  agencies  still  have  a  shot  at  find- 
ing "needles  in  the  haystack,"  he  says.  "If  they  lift  export  con- 
trols, they  might  as  well  go  home." 

Still,  the  nsa  can't  stave  off  the  inevitable  for  long.  Gej- 
denson hopes  to  produce  legislation  by  early  next  year  to  re- 
vamp government  policy  on  high-tech  exports.  The  result 
will  probably  include  looser  restrictions  on  encryption  soft- 
ware—and a  victory  for  Phil  Zimmermann  in  his  battle  to  keep 
snoops  out  of  his  cyberspace. 

By  John  Carey 


kPiTAL  WR  APUP I 


UNKING  AHEAD 


rhe  Democratic  National  Committee, 
which  likes  to  brag  about  its  fund- 
lising  success  this  year,  must  have 
oney  to  burn:  In  early  September, 
le  dnc  launched  an  ad  blitz  on  Phoe- 
x  television  stations  to  boost  the  re- 
jection prospects  of  Senator  Dennis 
eConcini  and  to  praise  the  three-term 
Steran  for  his  "courage"  in  voting  for 
resident  Clinton's  budget  plan.  But 
i  Sept.  16,  DeConcini  announced  his 
3tirement.  That  wasn't  the  only  em- 
arrassment.  The  Arizona  spots  also 
raised  DeConcini  for  "leading  the  fight 
)  cut  pork  projects"  such  as  the 
uperconducting  Super  Collider.  Un- 


fortunately, the  Clinton  Administration 
strongly  supports  the  SSC,  which  it 
considers  essential  science,  not  pork. 

TABLING  WELFARE  REFORM  

For  weeks,  it  has  been  apparent  to 
observers  that  something  had  to 
give  in  the  Clinton  Administration's 
vast  legislative  agenda  for  the  fall. 
Now,  the  White  House  has  decided  to 
put  off  its  welfare-reform  plan  until 
next  year.  One  reason  is  the  overload 
facing  the  Senate  Finance  and  House 
Ways  &  Means  Committees,  which 
have  jurisdiction  over  welfare.  Also, 
the  North  American  Free  Trade 
Agreement  and  health-care  reform 
seem  to  have  priority. 


FAMILY  FEUDS 


The  North  American  Free  Trade 
Agreement  is  causing  serious  splits 
among  Democrats.  But  the  controver- 
sial pact  is  also  putting  some  promi- 
nent political  families  under  strain. 
Ross  Perot,  of  course,  is  a  leading  op- 
ponent of  NAFTA.  But  son  Ross  Jr. 
manages  a  Fort  Worth  airport  that 
stands  to  benefit  if  the  agreement  is 
approved.  He  admits  to  having  a  differ- 
ence of  opinion  with  Dad.  Meanwhile, 
Representative  Rosa  L.  DeLauro  (D- 
Conn.)  has  joined  the  opposition,  while 
husband  Stanley  Greenberg's  polling 
will  help  President  Clinton  in  the  fight 
for  ratification. 


1INGTON  OUTLOOK 
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GLOBAL  FINANCE  I 


THE 

BUNDESBANK 

UNDER  HANS  TIETMEYER,  THE  MARK  COMES  FIRST 


On  Saturday,  July  31,  Europe 
awoke  to  its  worst  monetary  cri- 
sis in  years.  Central  bankers  and 
finance  ministers  rushed  to  an  emergen- 
cy meeting  in  Brussels  as  a  10-day  siege 
against  the  French  franc  threatened  to 
topple  the  Continent's  wobbly  system  of 
managed  foreign  exchange  rates.  Inside 
the  closed-door  session,  nerves  tightened 
as  a  year  of  currency  turmoil  and  hun- 
dreds of  billions  of  dollars  of  central- 
bank  intervention  came  down  to  a  single 
question:  Did  40  years  of  Franco-Ger- 
man partnership  at  the  heart  of  the  Eu- 
ropean Community  oblige  the  Bundes- 
bank to  continue  unwavering  support 
for  a  strong  franc  linked  to  the  mark? 

The  answer  wasn't  long  in 
coming.  Banque  de  France 
Deputy  Governor  Herve 
Hannoun  opened  the  discus- 
sion by  calling  on  his  German 
central  bank  counterparts  to 
intervene  to  support  the 
franc,  lower  short-term  lend- 
ing rates,  and  convene  their 
policy-making  council  to  re- 
duce the  discount  rate.  Be- 
fore he  could  finish,  one  ob- 
server recalls,  a  sardonic 
voice  cut  him  off.  "You've 
forgotten  a  fourth  item,"  said  Bundes- 
bank Vice-President  Hans  Tietmeyer — 
"that  Germany  should  abandon  the 
mark  and  its  monetary  sovereignty." 
"AN  illusion."  The  mighty  Bundesbank 
had  struck  again.  A  year  before,  it 
forced  Britain  into  the  humiliation  of 
dropping  out  of  Europe's  exchange-rate 
system.  Now,  it  was  dashing  French 
monetary  pretensions  and  market  expec- 
tations that  Germany  would  at  least  cut 
rates  to  help  the  franc.  In  so  doing,  Tiet- 
meyer was  laying  down  the  terms  for 
the  deal  Europe's  moneymen  would 
eventually  agree  to  over  that  weekend:  a 
de  facto  float  for  Europe's  currencies 
that  would  remove  pressure  on  the 
Bundesbank  to  slash  interest  rates  or 
intervene  to  help  its  neighbors. 

As  he  sips  coffee  in  his  Frankfurt  of- 
fice on  a  late  summer  afternoon,  Tiet- 


NO  EASING  FOR  THE 
MIGHTY  MARK 


meyer,  who  on  Oct.  1  takes  over  from 
the  steely  Helmut  Schlesinger  as  presi- 
dent of  the  German  central  bank, 
doesn't  hide  his  satisfaction  over  the  out- 
come of  the  Bundesbank's  power  play. 
The  move  dashed  EC  leaders'  dreams  of 
establishing  a  single  currency  and  com- 
mon central  bank  as  soon  as  1997.  But 
"the  idea  that  we  could  all  stick  to  the 
exchange  rates  of  the  early  1990s  was 
an  illusion,"  he  says  in  an  interview  with 
BUSINESS  week.  In  case  the  EC — or  any- 
one else — is  in  need  of  a  reality  check, 
he  repeats  what  Europe  should  by  now 
have  learned  by  rote.  "If  there  is  a  con- 
flict" between  Germany's  domestic  and 
international  monetary  responsibilities, 
"of  course  we  will  always  de- 
cide for  the  internal  one." 

That's  a  sobering  message 
for  a  Europe  that  still  hopes 
to  turn  its  newborn  single 
market  into  a  wider  economic 
and  political  union  someday. 
Indeed,  it's  a  message  the  en- 
tire Group  of  Seven  industri- 
al nations  will  have  to  ponder 
when  they  meet  in  Washing- 
ton on  Sept.  25.  On  Sept.  21, 
the  Bank  of  Japan  cut  its  dis- 
count rate  by  three-quarters 
of  a  percentage  point,  to  1.75%,  in  a  bid 
to  rev  up  the  flagging  Japanese  econo- 
my. But  until  Japan  revives,  the  industri- 
alized world's  economy  is  now  firing  on 
only  one  cylinder:  U.  S.  growth. 

Even  that  is  open  to  question  if  Amer- 
ican exports  to  Europe  continue  to  be 
hurt  by  high  German  interest  rates  that 
have  sapped  consumer  and  investment 
confidence  across  the  Continent.  But 
Tietmeyer,  a  key  player  in  the  global- 
coordination  efforts  of  the  1980s,  has  lit- 
tle solace  to  offer.  "A  lot  of  people  over- 
estimate the  role  of  the  Bundesbank," 
he  says.  "Some  people  feel  that  our  offi- 
cial rates  are  the  key  for  the  world  eco- 
nomic recovery.  I  don't  think  so.  The 
importance  of  German  short-term 
rates — and  especially  Bundesbank 
rates — are  overrated,  no  doubt  about  it." 
Many  others  would  disagree.  Through 
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"If  there  is  a 
conflict"  between 
domestic  and  inter- 
national monetary 
responsibilities,  says 
Tietmeyer,  "we  will 
always  decide  for 
the  internal  one" 


THE  BUNDESBANK'S  DILEMMA 
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DEFICITS... 

9  

GERMANY'S  PUBLIC-SECTOR 
DEFICIT  AS  A  PERCENTAGE 
OF  GROSS  DOMESTIC 
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its  single-minded  campaign  against  infla- 
tion (charts) — and  by  steamrolling  politi- 
cians who  have  gotten  in  its  way — the 
Bundesbank  has  at  once  established  it- 
self as  the  standard-bearer  for  indepen- 
dent central  banks  worldwide  and  as  the 
most  prominent  symbol  of  German  eco- 
nomic assertiveness  in  post-cold-war  Eu- 
rope. The  Federal  Reserve  may  regard 
low  inflation  as  a  means  to  sustainable 
economic  growth.  But,  says  a  senior  Fed 
official,  "the  Bundesbank  sees  it  as  an 
end  in  itself." 

To  beleaguered  Europeans,  such  anti- 
inflation  crusading  translates  into  12% 
EC  unemployment  (chart,  page  46)  and 
the  worst  recession  in  45  years.  True,  to 
help  ameliorate  the  slump  that  followed 
Germany's  brief  unification  boom,  the 
Bundesbank  has  lowered  its  benchmark 
discount  rate  by  2.5  percentage  points  in 
little  more  than  a  year,  to  6.25%.  But  it 
still  has  a  long  way  to 
go  to  prove  that  its 
hard-money  philosophy 
won't  drive  Germany's 
exporters  into  a  coma 
or  weaken  the  economy 
so  badly  that  it  suffers 
a  crisis  of  confidence 
and  a  run  on  the  mark. 
ZERO  point.  At  worst, 
some  fear,  Tietmeyer 
may  end  up  presiding 
over  a  spiral  of  devalua- 
tions that  will  threaten 
the  EC's  free-trade  ac- 
cord and  set  back  four 
decades  of  progress  to- 
ward a  European  ideal. 
"It's  in  the  interest  of 
other  countries  to  be 
very  careful,"  Tiet- 
meyer says.  "Competi- 
tive devaluations  would 
not  only  harm  German 
exporters  but  would 
bring  inflation  to  other 
countries  and  under- 
mine Europe's  economic 
prospects." 

But  as  the  recession 
bites  deeper,  fewer  and 
fewer  Europeans  are 
willing  to  heed  Tiet- 
meyer's  warning.  In- 
deed, reconciling  the 
conflicting  needs  of  in- 
flation-plagued Germa- 
ny and  recession-wracked  Europe  will 
require  a  balancing  act  that  will  chal- 
lenge every  skill  that  Tietmeyer  has 
learned  in  a  career  as  a  government  offi- 
cial, banker,  and  Germany's  top  interna- 
tional money  diplomat. 

As  German  public-sector  deficits  swell 
toward  1%  of  gross  domestic  product — a 
level  approaching  Italy's — Bundesbank 
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monetarists  have  found 
themselves  with  little 
choice  but  to  ignore  the 
money-supply  targets 
that  guided  Schlesinger 
in  his  two-year  presi- 
dency. But  Tietmeyer 
remains  adamant  about 
halving  Germany's  4% 
inflation  rate  and  pur- 
suing a  long-term  infla- 
tion target  "that  must 
be  close  to  zero,  no 
doubt  about  that." 

Tietmeyer  has  a  lot  of 
time  to  try  to  achieve 
that  goal.  At  62,  he  is 
six  years  away  from 
the  bank's  retirement 
age.  And  right  now,  the 
new  president  seems  as 
firmly  devoted  to  the 
central  bank's  creed  as 
any  of  his  predecessors. 
Embedded  in  Germa- 
ny's constitution  is  a  national  obsession 
with  stable  prices  and  a  sound  currency. 
It  is  forged  from  two  episodes  of  hyper- 
inflation that  destroyed  Germans'  sav- 
ings and  fueled  Adolf  Hitler's  rise  to 
power.  Germany's  yearning  for  stability 
is  particularly  strong  now  that  it's  en- 
gaged in  the  gamble  of  unification. 
"deep  stagnation."  Stability  in  Germa- 
ny, Tietmeyer  says,  can  be  the  only  re- 
sponse to  the  inchoate  and  inflationary 
capitalism  emerging  in  Eastern  Europe 
and  Russia.  Indeed,  the  breakup  of  the 
EC's  exchange-rate  mechanism  actually 
will  help  him  achieve  his  goal,  as  it  re- 
lieved Germany  of  its  costly  obligation 
to  prop  up  its  neighbors'  currencies.  But 
Tietmeyer  will  have  to  act  fast.  After  a 
2%  fall  in  the  first  half  of  1993,  German 
GDP  could  finish  the  year  down  by  "clos- 
er to  3%,"  estimates  Deutsche  Bank 
Chairman  Hilmar  Kopper.  Some  econo- 
mists say  Germany  may  even  see  a  sec- 
ond straight  year  of  contraction  in  1994, 
something  it  hasn't  experienced  since 
the  end  of  World  War  II.  "Germany  is  in 
deep  stagnation,"  says  Goldman,  Sachs 
&  Co.  economist  Thomas  Mayer.  "It  will 
take  us  the  rest  of  this  decade  to  sort 
out  our  problems." 

By  all  rights,  such  economic  weakness 
should  permit  the  Bundesbank  to  pick 
up  the  pace  of  interest-rate  cuts.  Even 
Tietmeyer  concedes  there  is  "more  real- 
ism ...  on  the  wage  front,  and  more  real- 
ism on  fiscal  policy.  There  seem  to  be 
changes  in  the  right  direction  on  the 
way."  As  a  result,  some  economists  be- 
lieve that  overnight  interest  rates  could 
fall  as  low  as  4.5%  by  next  year,  down 
from  7%  today.  But  don't  count  on  short- 
term  rates  falling  to  2%  or  less,  as  is  the 
case  in  the  U.  S.  and  Japan.  That's  be- 


EUROPEAN  LAYOFFS 
TAKE  THEIR  TOLL 


HIGH  GERMAN  RATES  THREATEN  FRENCH  JOBS 


A  PERCENT 


cause  Bundesbankers  still 
fret  that  Germany's  growing 
deficits  could  rekindle  infla- 
tion. Commerzbank  chief 
economist  Ulrich  Ramm,  for 
example,  figures  that  the  $105 
billion  Bonn  pumps  into  east- 
ern Germany  annually  now 
represents  half  of  the  region's 
GDP.  "Too  much  is  going  into  supporting 
consumption  and  not  enough  into  invest- 
ment," Tietmeyer  says. 

Indeed,  Bonn's  heavy  spending  raises 
doubts  about  the  realism  of  Tietmeyer's 
goal  of  inflation  within  the  next  two 
to  four  years.  Tietmeyer's  ability  to  re- 
duce interest  rates  and  the  mark's  value 
thus  could  be  limited.  With  the  mark's 
trade-weighted  strength  against  the  dol- 
lar and  other  currencies  now  at  a  record 
high,  that  would  be  bad  news  for  Ger- 
man exporters.  But  Tietmeyer  hints  that 
the  exporters  won't  gain  a  swift  devalu- 
ation— something  the  Bundesbank  fears 
will  rekindle  inflation.  In  the  1980s,  he 
says,  "industry  didn't  take  enough  care 
in  controlling  their  costs.  They  had  the 
impression  they  were  competitive,  but 
that  was  artificial." 

To  restore  his  country's  competitive- 
ness, Chancellor  Helmut  Kohl  is  now 
banking  on  consumers  to  accede  to  a 
freeze  in  living  standards  for  the  first 
time  since  Germany's  economic  miracle 
began  in  the  1950s.  As  consumers  forgo 
hikes  in  wages  and  fringe  benefits  and 
pay  more  for  state-supported  medical 
care,  Tietmeyer  is  bound  to  face  new 
calls  to  relieve  the  stress  by  easing  up. 
With  1994  a  critical  election  year  for 
Kohl,  Tietmeyer  will  have  to  keep  an  eye 
on  politicians  in  Bonn.  Bundesbankers 
still  remember  only  four  years  ago,  Kohl 


BRITAIN  FRANCE  ITALY 
UNEMPLOYMENT  RATE 
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OATA:  ORGANIZATION  FOR  ECONOMIC  COOPERATION 
&  DEVELOPMENT,  DEUTSCHE  BANK 


overrode  them  on  ie 
pace  of  unification,  f  jn 
ing  the  central  banlx 
swap  West  Gernai 
marks  for  nearly  woli* 
less  East  German  ojg 
at  a  rate  of  1  to  1.  I 
The  dispute  prompid 
Schlesinger's  urbajt 
predecessor,  Karl  Ok 
Pohl,  to  quit.  But  fl 
see  Tietmeyer  gettg. 
into  a  similar  dispift 
Demanding  and  shrew 
he  is  nonetheless  be 
garded  as  far 
ter  equipped  for  I 
Bundesbank's  politij 
— l  and  internatiopi 
role  than  the  ol 
trinaire  Schlesil 
er,  who  spent  I 
entire  career  I 
the  Bundesbal 
and  was  often  i 
comfortable  wh 
diplomacy. 

A  devout  Cal 
olic  and  one  ofl 
children  of  a  lol 
Treasury  officl 
from  Westphai 
Tietmeyer  bem 
few  of  the  prl 


leged  trappings  of  the  French-cuff  gli 
al  money  set.  He  worked  his  way  p 
through  the  political  ranks  of  Kol| 
Christian  Democratic  party  to  becol 
state  secretary  in  the  Finance  Ministl 
From  there  Tietmeyer  handled  major I 
sues  including  unification  and  the  Pk| 
Accord  to  devalue  the  dollar.  His  oil 
known  recreational  passion  is  table  b| 
nis,  at  which  he  was  once  a  high  schJ 
champion. 

Sharp  edges  lie  beneath  Tietmeyel 
courteous  exterior.  In  fact,  British  Tri 
sury  insiders  still  seethe  over  the  w| 
they  were  treated  by  Schlesinger  al 
Tietmeyer  on  the  eve  of  the  pound's  <l 
parture  from  the  European  moneta| 
grid  in  1992.  After  Italy  was  forced  i 
devalue  the  lire,  sterling  began  sinkif 
when  Schlesinger  stated  obliquely  tri 
other  currency  realignments  would  I 
needed.  But  the  real  damage,  the  TrJ 
sury  sources  contend,  came  when  Ti$ 
meyer  quietly  suggested  to  some  trcl 
ers  that  the  British  currency  wi 
overvalued.  That,  the  sources  say,  guaj 
anteed  the  Bank  of  England  would  loj 
billions  of  dollars  vainly  trying  to  defel 
the  pound.  Tietmeyer  declined  to  col 
ment,  but  a  spokesman  says  the  Bund<- 
bank  "completely  rejects"  the  report,  jj 

The  monetary  blowup  this  past  suil 
mer  reinforced  the  Bundesbank's  pow<. 
In  rolling  over  the  EC's  architects  and  ;1 
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ITT  Automotive 
Created  Something  That  Makes  Driving 
Safer  Than  Ever  Before. 


(We'll  Give  You  A  Hint.) 


[TT  Automotive  is  not  only  a  pioneer  in  hydraulic  drum  and 
disk  brake  technology  it  has  become  the  worlds  leading  inno- 
vator and  manufacturer  of  four-wheel  passenger  car  anti-lock 
brake  and  traction  control  systems.  Eighteen  of  the  most  highly 
regarded  auto  makers  here  and  abroad  depend  on  them 

ITT  Automotive,  part  of  ITT's  Manufactured  Products 
group,  is  also  a  global  supplier  of  a  variety  of  other  products: 
ITT  Koni  shock  absorbers.  ITT  SWF  windshield  wiper  systems, 


switches  and  rear  lighting  modules.  Fluid  handling  systems. 
Plus  a  wide  range  of  body  hardware  and  structural  components. 

In  addition,  we've  given  the  green  light  to  reinvest  $2.7 
billion  in  ITT  Automotive  for  engineering,  R&D  and  capital  ex- 
pansion over  the  next  five  years.  At  ITT,  our  mission  is  to  make 
your  car  a  safer  

place,  stop,  and    TITll"!!  We're  adding  more 

think  about  it.     Ill  than  just  our  name. 
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nternational  Business 


i 


but  shutting  the  failing  EC  foreign  ex- 
change system  down,  the  Bundesbank 
ensured  that  it  will  dictate  the  form  of 
any  future  European  monetary  union. 
Bundesbank  clout  is  such  that  on  Jan.  1, 
when  a  precursor  to  an  envisioned  EC 
central  bank  opens,  it's  almost  certain  to 
be  housed  in  Germany — possibly  in  a 
Bundesbank  building. 
key  allies.  Guiding  the  fractious  Euro- 
pean monetary  preliminaries  along 
might  be  a  breeze  compared  with  the 
reception  Tietmeyer  faces  on  the 
Bundesbank's  restive  16-member  policy- 
making council.  With 
unification  dramatically 
expanding  the  council's 
constituency  and  respon- 
sibilities, the  discussions 
at  the  council's  every- 
other-Thursday  policy 
meetings  have  become 
more  democratic  and  vo- 
cal than  ever.  Tiet- 
meyer's  key  allies  will 
be  those  who,  like  him, 
regularly  aligned  them- 
selves with  Schlesinger. 
They  include  Johann  W. 
Gaddum,  who  is  replac- 
ing Tietmeyer  as  vice- 
president,  and  Otmar 
Issing,  the  Bundes- 
bank's soft-spoken  chief 
economist  and  a  leading 
candidate  to  succeed 
Tietmeyer  someday.  A 
staunch  monetarist,  Is- 
sing has  argued  for 
keeping  rates  up  until 
the  Bundesbank  hits  its 
2$  inflation  target. 

The  Bundesbank 
Council  is  going 


nual  volume  of  mark-denominated  bonds 
issued  in  the  Euromarkets  has  exploded. 
Even  bigger  changes  are  taking  place  at 
home.  Germany's  eight  stock  exchanges, 
for  example,  are  rapidly  integrating 
themselves  into  a  single  electronic  mar- 
ket better  able  to  handle  large  trades. 
And  the  Deutsche  Terminborse  (DTB), 
opened  only  three  years  ago,  has  seen 
trading  in  equity  and  debt  options  and 
futures  swell.  The  DTB  is  now  hooking 
up  with  France's  futures  market  as  the 
first  step  toward  creating  a  Europe-wide 
network. 


billion  program  at  the  government's  > 
lekom  phone  monopoly. 

Managing  the  swift  modernization  £ 
Germany's  markets  will  pose  a  dauntir 
challenge  for  Tietmeyer.  But  as  he  ;1 
proaches  the  culmination  of  his  long  1 
reer  in  public  life,  his  most  pressing  jj 
still  will  have  to  be  weighing  his  dess 
for  domestic  stability  against  Germany 
growing  role  as  a  European  and  glolj 
power. 

It  is  critical  for  Germany,  and  for  tj 
international  economy,  that  Tietmeyii 
get  it  right.  The  Bundesbank  in  Frar!- 


GERMAN  JOBLESS 
RANKS  ARE  RISING 


UNEMPLOYMENT  RATE 

INCLUDES  EASTERN  GERMANY 


to  have  more 
than  recession 
and  inflation  to 
contend  with, 
however.  Mas- 
sive change  is 
sweeping  Ger- 
many's financial 
system,  trans- 
forming the  cul- 
ture the  Bundes- 
bank guards. 
Germany  was  a 
bystander  dur- 
ing the  waves  of 
financial  deregulation  that  swept  the 
U.  S.,  Britain,  and  other  countries  during 
the  1980s.  Since  unification  three  years 
ago,  however,  the  pace  of  change  has 
been  frenetic.  That's  because  Germans 
are  no  longer  able  to  finance  on  their 
own  the  $140  billion-a-year  public-sector 
deficits. 

Since  unification,  for  instance,  the  an- 
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Corporate  finance  is  also  go- 
ing modern.  Like  their  counter- 
parts in  the  U.  S.,  German  com- 
panies are  now  raising  billions 
through  commercial  paper  to 
supplement  borrowings  from 
their  longtime  bankers.  Every- 
one from  J.  P.  Morgan  &  Co.  to 
the  Union  Bank  of  Switzerland 
is  winning  corporate-finance 
business  away  from  the  likes  of 
Deutsche  Bank.  Daimler  Benz 
turned  to  Morgan  to  help  it  peddle  $2.5 
billion  in  commercial  paper  in  the  U.  S. 
and  to  Goldman,  Sachs  &  Co.  to  assist  it 
in  becoming  the  first  German  manufac- 
turer to  sell  stock  on  Wall  Street.  Gold- 
man has  also  become  a  dealer  in  a  $6.3 
billion  commercial-paper  program  for  the 
Treuhandanstalt,  the  agency  privatizing 
eastern  Germany,  as  well  as  in  a  $1.3 


furt,  and  not  the  EC  in  Brussels,  is  no|j 
setting  the  agenda  for  Europe.  What  tffl 
Bundesbank  does  is  going  to  determiri 
whether  a  unified  Europe  anchored  byjl 
reinvigorated  Germany  or  a  continent 
constant  turmoil  stands  alongside  til 
Americas  and  Japan  as  an  engine  c| 
global  growth. 

"This  decade  should  be  about  gettinl 
back  to  realities,"  Tietmeyer  says.  "Jl 
we  do  that  in  the  first  half  of  the  dj 
cade,  I'm  pretty  sure  we  can  have  nevlj 
prosperous  development  all  over  ul 
world."  Tietmeyer's  version  of  realit;' 
however,  may  not  be  a  pleasant  one  fo 
Germany's  allies.  For  years  to  comi: 
they  will  have  to  continue  paying  tW 
price  of  a  mighty  mark. 
By  Bill  Javetski  and  John  Templeman  ill 
Frankfurt,  with  Owen  Ullrnann  in  Wasin 
ington  and  William  Glasgall  in  New  Yor\\ 
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Introducing  second  business 

day  service  to  Europe 
by  noon,  or  your  money  back: 


.'NOON 


OR  YOUR  Mi 


For  those  of  you  who  believe 
every  second  counts, 

that's 18,000  seconds  sooner 
than  the  competition. 


Once  again  Federal  Express  is  shaking  up 
the  world  of  shipping.  Because,  now,  while 
everybody  else  is  still  trying  to  get  your 
package  delivered  by  5  pm  the  second  busi- 
ness day,  Federal  Express  can  deliver  to 
over  50  cities  across  Europe  by  noon 
the  second  business  day  from  much 


of  the  U.S.  If  we  don't,  we'll  refund  your  ship- 
ping charges*  Imagine  what  you  can  do  with 
five  hours  to  gain  and  nothing  to  lose.  For 
more  information  about  our  new  noon  service 
or  about  the  thousands  of  other  cities  across 
Europe  that  we  serve,  just  call 
1-800-247-4747  (TDD:  1-800-238-4461). 


Our  Most  Important  Package  Is  Yours. 


Next  day  service  to  selected  destinations  in  Europe  is  available  from  New  York  City.  Please  call  for  details. 
"Select  postal  codes  within  each  city  qualify  for  second  day  by  noon  delivery  to  Europe  with  the  money-back  guarantee. 
See  the  current  Federal  Express  guide  for  details  and  limitations.  ©1993  Federal  Express  Corporation. 
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JAPAN  I 


CAN'T  GET  ENOUGH 
OF  THAT  SUPER-YEN 


Cheap  imports  are  finally  making  their  way  to  Japanese  consumers 


Seven  months 
ago,  Tokyo 
resident  Kado- 
waki  Chikafusa  paid 
$84  for  a  tie  at  the 
Brooks  Brothers 
store  in  Tokyo.  Since 
then,  the  yen's  rec- 
ord surge  against 
the  dollar  has  led  the 
U.  S.  clothier  to  cut 
prices  on  imported 
clothes  an  average 
of  13%.  The  same  tie 
now  costs  $69.  In 
case  the  point  hasn't 
hit  home,  signs  at 
the  store  assure  cus- 
tomers that  they  are 
enjoying  the  benefits 
of  the  higher  yen. 
"Prices  have  really 
dropped,"  says  Chi- 
kafusa, who  plans  on 
doing  some  more 
shopping  soon. 

For  the  first  time  in  recent  memory, 
Japanese  consumers  and  companies  may 
be  tasting  the  fruits  of  cheap  imports. 
They  are  benefiting  from  endaka,  or  the 
high  yen,  up  16%  since  September,  1992. 
Accompanying  the  latest  round  of  en- 
daka have  been  other  changes  that  are 
proving  a  boon  to  importers  from  Intel 
Corp.  to  Kraft  General  Foods  Inc.  "For- 
eigners are  more  competitive  in  Japan 
than  they  have  ever  been  before,"  says 
Robert  Alan  Feldman,  director  of  eco- 
nomic research  at  Salomon  Brothers 
Asia  Ltd.  in  Tokyo. 

raking  it  in.  To  be  sure,  the  high  yen 
has  yet  to  pull  down  Japan's  towering 
trade  surplus.  But  exports  are 
already  dropping.  In  August, 
export  volume  fell  1.7%  com- 
pared with  a  year  ago.  If  an 
export  lag  continues,  it  could 
sap  what  little  strength  re- 
mains in  the  Japanese  econo- 
my and  dampen  the  appetite 
for  imports.  And  over  the  long 
run,  endaka  may  hurt  Ameri- 
can companies  by  making  it 
more  difficult  to  invest  in  Ja- 
pan. Such  direct  investment  is 
essential  to  cutting  the  U.  S. 
trade  deficit  with  Japan. 
But  for  now,  many  import- 


A  TOKYO  MARKET:  BEEF  PRICES  ARE  DOWN  9%  AND  WHISKEY,  22% 
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ers  are  reaping  the  benefits  of  the  lofty 
yen.  Imports  jumped  a  startling  8.5%  by 
volume  in  August.  Prices  for  imported 
goods  have  fallen  across  the  board:  A 
just-released  government  survey  of  34 
imported  items  found  that  24  of  them 
dropped  in  price  from  January  to  June. 
For  example,  the  average  price  of  a  bot- 
tle of  whiskey  fell  by  $7.80,  or  22%.  Car 
tire  prices  declined  $9.50,  or  11%.  The 
average  price  for  a  personal  computer 
dropped  $971,  or  24%. 

Some  of  the  changes  afoot  may  even 
be  threatening  relationships  among  Ja- 
pan's keiretsu,  the  huge  industrial 
groups  that  dominate  the  economy.  Take 


IMPORTS  GET  CHEAPER  IN  JAPAN 

PRICE  DROP  FOR  IMPORTS, 


MARCH 


THROUGH  SEPTEMBER 


BEAUJOLAIS 
WINE 


the  glass  industry,  notorious  for  bej 
closed  to  outsiders.  In  early  Septeml 
the  Japanese  press  reported  that  traqj 
company  Mitsubishi  Corp.  had  decidetj 
greatly  expand  its  imports  of  flat  gll 
to  cut  costs.  Mitsubishi  is  in  discussi! 
with  Guardian  Industries  Corp.,  a  No) 
ville  (Mich.)  glassmaker  that  has  1»| 
sought  access  to  the  Japanese  marli 
By  buying  from  Guardian,  Mitsubi 
would  create  competition  for  its  own! 
filiate,  Asahi  Glass  Co.,  one  of  three! 
mestic  companies  that  dominate  Japa 
glass  industry.  "We're  very  happy  t| 
are  going  out  of  their  keiretsu  and  a 
ing  us  to  supply  them,"  says  J 
Okawa,  executive  director  for  Guard 
in  Japan. 

Consumers  are  also  scouting  for  I 
counts  on  imported  goods.  Osaka-bal 
Nichii  department  stores  will  soon 
pand  its  chain  of  "parallel  impo 
stores,  which  stock  such  foreign  go 
as  Gucci  handbags  and  Giorgio  Arm 
clothes.  Nichii  purchases  directly  fi 
foreign  suppliers,  thus  circumvent 
the  traditional  distribution  channels  t 
drive  up  prices  so  much  in  Japan. 

Tokyo's  traditionally  producer-frien 
bureaucrats  are  also  weighing  in  on 
side  of  consumers.  The  Finance  Minis 
next  month  plans  to  make  public  impi 
cost  figures  gleaned  from  customs  do 
ments.  With  such  data  in  hand,  shopp 
can  go  to  a  store,  check  the  price 
products,  and  estimate  the  markup.  " 
want  to  invite  consumers  to  watch 
market,"  says  Tsugio  Ide,  deputy  dii 
tor  general  of  the  Economic  Plann 
Agency's  price  bureau. 
NO  CELEBRATING.  The   prici -slash 

trend  is  almost  certain  to  contin 
Prices  for  Australian  and  U.  S.  b 
dropped  9%  through  July.  Utility  com 
nies  in  September  applied  for  permiss 
to  cut  rates,  which  would  pass  along  $ 
billion  in  exchange  rate  savings  on 
ported  oil  to  consumers.  And  the  air] 
industry  plans  to  boost  the  maxim 
discounts  they  give  on  fares  from  25% 
35%  beginning  next  month. 
No  one  is  sure  whether  trends  such 
discounting  will  outlast 
daka  and  the  current  econo 
ic  downturn.  Also  uncertain 
just  how  deeply  newfou 
habits  of  foreign  sourcing  v 
take  root  among  inward-loi 
ing  Japanese  companies.  I 
for  now,  "passing  along  bei 
fits  from  the  high  yen"  is 
new  catchphrase  for  exe< 
tives,  advertisers,  politician 
and  bureaucrats.  Foreign  co 
panies  and  Japanese  consu 
ers  can  only  hope  that 
chorus  continues. 

By  William  Spindle  in  Tok 
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You  know  where 
you're  headed.  To 

the  land  of  board 
rooms.  Just  one  tip 

on  what  to  expect 
there...  the  Florsheim 
Classic  Wing-Tip. 

Our  Classic  fills  more 
board  rooms  than  any 

other  dress  shoe, 
whether  the  market  is 
bear,  or  bull.  The 
price  of  success? 
Around  $100.  A 
small  investment 
when  you  consider 
the  returns. 

So  when  you  get  to 
the  top,  don't  forget 
to  look  down.  You'll 
see  a  lot  of  these 
working  for  you. 
The  Florsheim 
Classic  Wing-Tip. 


There's  More  To  Florshein 
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GAZA  I 


A  CLIFF-HANGER 
CALLED  GAZA 


Offering  both  promise  and  peril,  it  will  be  reshaped  by  tricky  bargaining 


Looking  out  from  the  beach  at  Gaza 
City,  you  might  imagine  for  a  mo- 
ment that  you  were  at  a  seaside 
resort  as  the  afternoon  sun  paints  the 
waters  of  the  Mediterranean  a  delicate 
blue-green.  But  a  landward  glance 
quickly  jars  you  back  to  reality.  Mounds 
of  trash  mar  the  scene,  and  just  behind 
the  high-tide  mark  looms  a  mass  of  cor- 
rugated metal  shacks — the  outskirts  of  a 
huge,  teeming  refugee  camp. 

This  is  the  Gaza  Strip,  the  centerpiece 
of  the  interim  agreement  just  signed  by 
the  Palestine  Liberation 
Organization  and  Israel. 
Under  the  pact,  the  PLO 
next  month  gains  admin- 
istrative responsibility 
over  the  tiny  140-square- 
mile  sandy  rectangle 
wedged  between  Israel 
and  Egypt's  Sinai  Penin- 
sula. But  Gaza  is  at  best 
a  dubious  prize.  Creat- 
ing the  conditions  for 
economic  growth — which 
the  PLO  considers  its 
main  task — will  be  far 
from  easy. 

About  half  of  Gaza's 
nearly  800.000  people  are 
packed  into  tiny  cement- 
block  houses  in  the  refu- 
gee camps.  They  are 
poor,  violenceprone,  and 
radicalized.  When  the 
PLO  takes  over,  it  will 
have  to  launch  an  infra- 
structure-spending pro- 
gram quickly  to  ease  Ga- 
za's unemployment  rate, 
which  may  exceed  50c<. 
Other  schemes  include  a 
new  Gaza  port  and  even 
a  free-trade  zone  that  would  make  use 
of  the  Strip's  cheap  labor.  But  the  PLO 
will  have  to  deal  skillfully 
raelis.  whose  control  of 
gives  them  a  virtual  veto 
economic  future. 

tough  test.  For  PLO  Chairman  Yassir 
Arafat,  gaining  political  control  of  Gaza 
will  also  be  a  tough  test.  Unlike  the 
West  Bank,  where  Arafat's  mainstream 
Fatah  faction  has  the  upper  hand,  in 
Gaza  the  Islamic  militant  group  Hamas 
has  control  and  seems  capable  of  mount- 
ing a  strong  challenge  to  Arafat. 


Still,  Gaza  isn't  quite  as  bleak  as  it 
seems.  The  close-knit  business  communi- 
ty is  energized  by  the  prospects  of  get- 
ting Israeli  troops  off  the  streets  and  of 
loosened  Israeli  regulations.  And  Gaza 
has  some  assets.  Its  coastline  could  be 
attractive  to  foreign  tourists.  It  has  a 
small  fishing  industry.  The  proximity  to 
Israeli  population  centers  as  well  as  the 
Jordanian  capital  of  Amman  might  make 
a  port  feasible.  Farouk  Abu  Shark,  an 
architect  and  chairman  of  Arab  Consul- 
tants Group,  says  he  is  already  getting 


JOBLESS  MEN  FELL  GRILLED  CORN  ON  A  GAZA  BEACH.  WILL  FANCY 


depends  on  Israel's  permitting  JordaiB 
products  into  the  territories.  Samir  I 
leileh.  who  is  emerging  as  a  key  eeon<B 
ic  policymaker  for  the  Palestinians,  el 
sions  a  deal  in  which  Jordan  liberalil 
its  trade  regime  with  the  territojl 
while  preserving  its  financial  clout  thM 
Jordanians  want  their  banks  to  beccf 
the  territories'  chief  financial  inst 
tions,  and  they  want  the  dinar  to  h 
circulating  along  with  the  shekel. 
grumbling  men.  But  in  economic  ten 
Gaza  will  probably  remain  closer  to  h 
el  for  some  time.  The  Israelis  are 
ready  stepping  up  their  use  of  chi 
Gaza  labor  to  shore  up  key  industi 
such  as  textiles,  clothing,  and  flov 
production.  According  to  economist 
lah  A.  Shafi.  director  of  the  Gaza  off 
of  the  European  Community-funded 
nomic  Development  Group.  3.000  to  4,( 
Gaza  garment  makers  are  produci 
textiles  for  Israeli  companies.  So: 
neighborhoods 
packed  with  small  i 
ing  mills  that  mostly 
ploy  young  men.  incl 
ing    bearded  Musi 
fundamentalists. 

Other  Israeli  com] 
nies  will  beef  up  existi 
ties  in  the  Strip.  In  fa 
Gaza  sources  report  tl 
Israeli  construction  co 
panies  are  already  lini 
up  Gaza  partners  to  I 
on  the  big  infrastructu 
contracts  likely  to 
generated  by  intern 
tional  assistance  fun< 
The  PLO  will  probal 
adopt  a  flexible 
proach  toward  Isra< 
business  in  Gaza  1 
cause  it  cannot  afford 
turn  up  its  nose  at  jc 
creating  investments 

But  10  days  after  ti 
signing  of  the  agre 
ment,  whatever  hope 
generated  among  on 
nan-  Gazans  is  fadin 
leaving  a  tinderbox  f< 

HOTELS  SPROUT?     ^    pLQ  administratio 


with  the  Is- 
the  borders 
over  Gaza's 


nibbles  from  international  investors  in- 
terested in  building  "very  sophisticated, 
high-standard  hotels." 

But  bringing  industrial  development 
to  Gaza  depends  largely  upon  tricky  ne- 
gotiations soon  to  begin  among  the  Pal- 
estinians, Israel,  and  Jordan.  Despite 
their  hostility  toward  Israelis,  most  Ga- 
zans still  work  for  them  in  one  way  or 
another.  Nearly  all  of  Gaza's  roughly 
$200  million  in  exports  go  to  or  through 
Israel,  with  Jordan  permitting  only 
about  S10  million  in  goods  to  cross  the 
Jordan  River.  Greater  trade  with  Jordan 


At  2  p.m.,  a  group  of  young  men  sit  J 
the  camp's  edge,  grumbling.  The  b 
problem  in  recent  months,  they  say,  h; 
been  the  closure  of  the  Israeli  bordei 
which  alone  deprived  one-fourth  of  til 
120.000-strong  work  force  of  jobs.  Oil 
man  had  just  sold  his  wife's  jewelry  1 
buy  food.  Several  had  done  prison  tin 
for  rock-throwing  and  other  protes' 
against  the  occupation.  If  Arafat  dot 
not  deliver,  they  may  soon  be  flingin 
stones  at  him. 

By  Stanley  Reed  in  Gaza  City,  u-ith  N& 
Sandler  in  Jerusalem 
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nternational  Outloo 


YELTSIN  PUSHES  ALL  HIS  CHIPS 
INTO  THE  POT 


EDITED  BY  WILLIAM  J.  HOLSIh 


The  confrontation  had  been  building  for  months.  Russia's 
Supreme  Soviet,  elected  under  Communist  rules  in  the 
last  days  of  Mikhail  Gorbachev,  had  been  blocking  just 
about  every  piece  of  reform  legislation  that  Boris  Yeltsin 
wanted.  By  summer's  end,  the  fighting  had  taken  a  nasty  turn, 
with  both  sides  hitting  the  other  with  flimsy  corruption  charg- 
es. Compromise  appeared  impossible. 

So,  true  to  form,  Yeltsin  took  a  huge  gamble.  He  dissolved 
the  parliament  on  Sept.  21  and  called  for  mid-December  elec- 
tions for  a  brand-new  bicameral  legislature— the  Federal  As- 
sembly. Moreover,  he  said  he  was  willing  to  run  in  presiden- 
tial elections  shortly  afterwards.  Yeltsin  won  quick  support 


from  President  Clinton  and  oth- 
er Western  leaders.  But  only 
hours  later,  147  hard-line  Su- 
preme Soviet  legislators  named 
Alexander  Rutskoi,  the  Vice- 
President  and  Yeltsin's  bitter 
foe,  as  Russia's  new  leader.  Just 
as  democrats  had  done  in  Au- 
gust, 1991,  a  small  and  mostly 
elderly  band  of  die-hard  Com- 
munist supporters  set  up  make- 
shift barricades  around  the  seat 
of  Parliament— called  the  White 
House.  They  stood  waiting  for 
tanks  that  never  came. 

For  now,  it  doesn't  seem  that 
the  tanks  will  come.  Yeltsin's  re- 
cent courting  of  military  leaders 
appears  to  have  paid  off.  "Yeltsin 
would  not  have  precipitated  this 
if  he  were  not  confident  of  sup- 
port by  the  military,"  says  Mi- 
chael Stunner,  director  of  Ger- 
many's Research  Institute  for 
International  Affairs. 

If  more  enlightened  lawmak- 
ers are  elected  in  December, 
Yeltsin's  efforts  to  stabilize  the 
economy  and  build  rule  of  law 
could  could  get  a  big  boost.  In- 
flation, now  30%  a  month,  could 
be  quelled  by  a  new  budget  with  smaller  deficits.  The  central 
bank,  now  reporting  to  Yeltsin,  will  be  under  less  pressure  to 
bail  out  old  state-owned  enterprises.  There  could  be  a  break- 
up of  state  monopolies  in  such  sectors  as  energy  and  food  dis- 
tribution, which  stymie  efforts  to  allow  market  pricing.  And  an 
entirely  new  range-  of  laws  could  promote  privatization  and 
small  businesses. 

Yeltsin  also  succeeded  on  Sept.  18  in  bringing  back  Yegor  T. 
Gaidar  as  First  Deputy  Prime  Minister.  Among  Gaidar's  prior- 
ities will  be  liberalizing  foreign  trade  because,  he  says,  "there 
are  too  many  restrictions."  That  should  be  good  news  to  foreign 
companies  hamstrung  by  exorbitant  royalties  on  exports  such  as 
oil  and  by  heavy  import  duties.  What's  more,  a  new  legislature 
could  mean  clear,  modern  rules  on  investment,  taxation,  and 
banking— overcoming  a  strain  of  Russian  economic  nationalism 
that  was  beginning  to  emerge.  Says  Mark  Borghesani,  a  lawyer 


HOW  YELTSIN'S  GAMBLE 
COULD  SPEED  REFORM 

A  reform-minded  government  would: 

►  Tighten  money  policies  to  squeeze  inflation 

►  Accelerate  privatization 

►  Enact  new  laws  on  taxation,  foreign  invest- 
ment, banking,  and  real  estate 

►  Help  Russia  meet  foreign  financial 
obligations 

DATA.  BUSINESS  WEEK 


at  Baker  &  McKenzie  in  Moscow:  "If  Yeltsin  can  pull  this  of 
will  certainly  be  a  positive  development  for  foreign  investc 
There  are  still  big  risks.  Yeltsin's  success  depends  on 
continued  neutrality  of  Russia's  powerful  military  and  secu 
forces.  Aside  from  his  highly  visible  trips  to  army  ba 
Yeltsin  has  packed  the  overseeing  Security  Council  with  lo 
ists.  But  it's  still  possible  that  the  military  could  change 
mind  in  the  case  of  some  unexpected  event,  such  as  a  spr 
of  fighting  from  the  civil  war  in  Georgia  into  southern  Ru: 
Other  unknowns  are  Russia's  89  regions.  While  Yeltsin  s 
most  regions  support  him,  some  local  legislatures,  such 
those  in  St.  Petersburg  and  Perm,  are  badly  split  betw 

backing  him  or  Rutskoi.  At 
same  time,  the  regions  are 
manding  considerable  autonc 
in  such  matters  as  taxation 
natural-resource  developmt 
Yeltsin  is  trying  to  finesse 
matter  by  having  the  Federal 
Council,  a  body  made  up  of 
gional  leaders,  act  temporal 
as  the  replacement  for  the 
preme  Soviet  until  elections 
be  held.  But  three  months  i 
long  time.  In  that  period,  a 
Andrei  Klimov,  a  Perm  eco 
mist  and  local  deputy,  "Yelts 
forces  can  lose  Russia." 
WAGES  OWED.  Yeltsin  must  e 
appease  a  skeptical  work  for 
badly  hammered  by  inflation, 
ready,    wildcat    strikes  hs 
sprouted  among  medical  and 
ation  workers.  In  the  oil-r 
Tyumen  oblast  of  western  Si 
ria,  petroleum  workers  are  ov 
$40  million  in  back  wages.  Na 
ral-gas  workers  in  the  city 
Nadem,  due  hundreds  of  mill! 
more  rubles  in  pay,  are  threat  k 
ing  to  strike.  "People  here 
not  so  politically  minded."  s; 
Nikolai  M.  Totov,  a  Tyuir 


trade  union  leader.  "But  they  will  strike  over  back  pay. 

Finally,  Yeltsin  must  overcome  growing  apathy  among  v 
ers,  who  loathe  Moscow  politicians  and  see  market  refor 
clobbering  their  living  standards.  Yeltsin  has  been  slipping 
the  polls,  and  some  surprising  newcomers,  such  as  radi 
economist  Grigory  Yavlinsky,  have  swept  the  field.  Foi 
warning,  Yeltsin  need  only  look  at  Poland,  where  Sept.  19  el  c 
tions  produced  a  big  win  for  ex-Communists.  Some  Russia 
are  thinking  twice  about  Yeltsin.  "I  voted  for  Yeltsin,"  says  1 
tiana  A.  Fratkina,  a  Moscow  doctor.  "But  Yeltsin  didn't  full 
his  promises  to  the  people,  so  his  popularity  has  declined.  1 
hard  to  support  him."  So  Yeltsin  may  have  broken  the  back 
his  Supreme  Soviet  enemies,  but  he  still  faces  a  long  and  t 
turous  battle  to  prove  himself  to  the  Russian  people. 

By  Peter  Galuszka  and  Deborah  Stead  in  Moscow,  with  K 
en  Lowry  Miller  in  Bonn  and  bureau  reports 
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CAN  XEROX  DUPLICATE 
ITS  GLORY  DAYS? 


The  focus  now:  New  technology,  new  products,  and  new  markets 


F 


ew  companies  have  held  out  so 
much  promise  and  delivered  so 
many  disappointments  as  Xerox 
Corp.  Its  engineers  virtually  invented 
the  modern  office:  the  laser  printer,  the 
personal  computer,  even  the  fax  ma- 
chine. Yet  the  Stamford  (Conn.)  copier 
giant  nearly  went  out  of  business  in  the 
late  1970s  when  low-cost  Japanese  com- 
petitors caught  it  napping.  And  the 
1980s  were  marked  by  a  detour  into  fi- 
nancial services  that  never  seemed  to 
pay  off. 

Now,  three  years  into  his  tenure  as 
chief  executive  officer  and  chairman, 
Paul  A.  Allaire  is  hoping  that  he  finally 
has  a  strategy  in  place  to  rejuvenate 
Xerox.  Confronting  a  revolution  that  has 
altered  office  technology,  Xerox  now 
boasts  a  new  line  of  modern  gear,  from 
color  copiers  to  digital  printers.  And 
much  of  its  equipment  is  getting  better 
reviews  these  days.  "Everything  is  a 
markedly  improved  piece  of  hardware," 
says  Julianne  Mehegan,  an  information- 


equipment  consultant  at  BIS  Strategic 
Decisions. 

The  company  is  also  chasing  new 
markets  as  never  before.  One  target: 
the  home  office.  In  March,  Xerox 
launched  a  pilot  program  to  sell  office 
supplies  through  supermarkets.  What's 
more,  Allaire  is  making  strides  in  re- 
vamping Xerox'  low-key,  insular  culture. 
Abandoning  its  go-it-alone  approach,  Xe- 
rox is  increasingly  teaming  up  with  oth- 
er high-tech  companies,  such  as  Micro- 
soft Corp.,  to  develop  a  new  generation 
of  printers  and  fax  machines. 

Xerox'  chief  has  also  shak- 
en up  his  management  team 
by  bringing  in  senior  execu- 
tives from  the  outside.  In 
July,  Allaire  hired  former 
British  Telecommunications 
PLC  Finance  Director  Barry 
D.  Romeril,  known  for  his  di- 
rect style  and  cost-cutting 
skills,  as  chief  financial  offi- 
cer. That  same  month,  Al- 
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laire  also  hired  ■ 
mer  NeXT  Comi* 
er  Inc.  Presiqp 
Peter  van  CuyB 
burg  to  superm 
the  daily  operate 
of  much  of  n 
copying  and  prn 
ing  business,  'w 
are  trying  m 
change  the  total  ft 
ture  of  the  conBf 
ny,"  says  Allaire,k 
a  27-year  Xel 
veteran. 

SLOW  CLIMB.  WU 

few  analysts  re 
about  to  proclaii'a 
new  era  of  prospr- 
ity  at  Xerox,  nm 
agree  that  Allaifs 
strategy  is  slow 
showing  resujl 
Analyst  B.  Ate 
Henderson  of  ijf 
dential  Securim 
Inc.  estimates  tl 
Xerox'  profits  coB 
climb  18%  next  yfl 
as  its  revenues  m 
8%,  to  $15.8  billion  (chart,  page  58).  "I 
don't  expect  instant  gratification,"  sm 
Henderson.  "But  the  company  is  gettB 
its  act  together." 

Maybe  so.  But  Xerox  also  faces  sol 
daunting  problems.  True,  the  comp;$f 
has  expanded  its  share  of  the  copl 
market  to  17%  this  year  from  15%i 
1990.  But  it's  still  lagging  behind  marm 
leader  Canon  Inc.,  with  20%,  accord! 
to  market  researcher  Dataquest  In 
And  despite  Xerox'  home-office  stratew 
it  has  yet  to  come  up  with  a  success! 
product  to  challenge  Canon's  dominajflj 
in  low-cost  personal  copiers.  Then  theis 
the  problem  of  slow  economic  grovi 
in  Japan  and  Europe,  which  account  ri 
51%  of  Xerox'  sales.  It's  no  wonder 
stock  has  dropped  nearly  19%  since  Fl 
ruary,  to  about  70. 

What's  driving  Allaire's  push  foil 
new  Xerox  is  a  technological  revoluta 
that's  making  its  light-lens  copiers  an 
electromechanical  printers  a  thing  of  H 
past.  Indeed,  the  future  is  in  copiiS 
that  use  digital  technok|fi 
to  produce  faster  and  sha 
er  copies.  Until  recent 
most  analysts  felt  Allair 
efforts  to  respond  had  be^ 
hamstrung  by  the  woes 
the  company's  financial  si 
sidiary.  Last  year,  howev 
Allaire  slowly  began  dism; 
tling  Xerox'  financial  empi 
And   in   January,   he  '< 
nounced  that  Xerox  woi 
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finally  exit  the  $3.6  billion  fi- 
nancial-services business. 
Crum  &  Forster  Inc.,  the 
Basking  Ridge  (N.J.)  proper- 
ty and  casualty  insurer,  is  the 
only  remnant  of  the  1980s  di- 
versification. And  it's  expect- 
ed to  be  sold  later  this  year. 
TIME-SAVER.  Without  the  dis- 
traction of  financial  services, 
Allaire  is  focusing  almost  ex- 
clusively on  Xerox'  core  busi- 
ness. In  his  view,  new  prod- 
ucts will  go  a  long  way 
toward  reviving  Xerox'  sales 
growth.  Already,  he  has  had 
sonic  success  with  DocuTech, 
a  high-speed  digital  electronic 
copier  and  printer  introduced 
in  1990.  Analysts  said  the 
$250,000  machine  was  toG  ox- 
pensive  and  bulky.  But  Docu- 
Tech is  proving  to  be  a  big- 
success.  Merrill  Lynch  &  Co. 
analyst  Dan  Mandresh  esti- 
mates that  Xerox  could  sell 
5,000  DocuTechs  by  the  end 
of  this  year,  up  from  3,000  in  1992. 

The  machine's  versatility  has  been  a 
big  attraction  for  customers.  DocuTech 
scans,  copies,  prints,  and  with  optional 
attachments,  binds  and  staples  small 
booklets.  That  was  a  dig  selling  point  for 
Blue  Cross/Blue  Shield  of  North  Caroli- 
na. ( lil  Long,  senior  director  of  infor- 
mation systems  for  the  health  insurer, 
says  he  can  put  together  benefits  book- 
lets in  two  to  three  days  rather  than 
the  six  to  nine  weeks  it  used  to  take. 
That  also  means  the  company  doesn't 
need  to  print  a  big  inventory  of  hook- 
lets.  Blue  Cross/Blue  Shield  wasted 
$.".0.(100  last  year  printing  unneeded 
booklets.  Building  on  that  success,  Xerox 


XEROX  IS  BETTING  ITS  STRATEGY... 

JOINT  VENTURES  Partnered  with  Microsoft  to  market  new  lines  of 
printers,  copiers,  fax  machines.  Xerox  is  developing  high-speed 
printers  that  use  Sun  Microsystems  computer  workstations.. 

NEW  PRODUCTS  Following  success  of  DocuTech,  Xerox  introduced  a 
smaller,  less  expensive  version  of  advanced  copier  and  printer.  Other 
products  in  the  pipeline  include  color  copiers  and  laser  printers. 

CULTURE  By  bringing  in  aggressive  senior  executives  from  the 
outside,  Xerox  hopes  to  transform  its  low-key  culture. 


...CAN  REVIVE 
SALES... 
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PROFITS 
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A  BILLIONS  OF  DOLLARS 
DATA  COMPANY  REPORTS,  PRUDENTIAL  SECURITIES  INC 


A  MILLIONS  OF  DOLLARS        ~  EST  " 
EXCLUDES  RESULTS  FROM  DISCONTINUED  FINANCIAL  UNII 


introduced  a  smaller  version 
Tech   late   last   year  that 
$160,000. 

Allaire  credits  part  of  the 
success  of  DocuTech  and  the 
new  copiers  to  a  new,  closer 
relationship  between  the 
home  office  and  Xerox'  re- 
search center  in  Palo  Alto, 
Calif.  Xerox'  West  Coast  engi- 
neers and  scientists  have  long 
been  attuned  to  the  computer 
age:  They  invented  both  the 
PC  and  the  mouse.  But  man- 
agers in  Connecticut  pre- 
ferred new  copiers  to  Palo 
Alto's  inventions,  which  other 
companies,  notably  Apple 
Computer  Inc.,  ended  up  com- 
mercializing. 

Allaire  says  he  doesn't 
want  to  repeat  that  mistake. 
Today,  engineers  in  Palo  Alto 
work  closely  with  marketing 


Docu- 
ls  for 


executives  at  the  home  office.  That 
means  that  research  is  limited  to  prod- 
ucts that  can  be  rapidly  brought  to  mar- 
ket. "We  are  doing  work  as  radical  as 
we  ever  did  in  the  1970s."  says  Chief 
Scientist  John  Seely  Brown.  "But  it's 
grounded  in  real-world  problems." 
Among  the  new  products  Brown's  team 
is  working  on  is  a  high-resolution  liq- 
uid-crystal display  that  one  day  could 
be  used  in  computer  monitors  or  copier 
displays.  Also  in  development:  paper 
containing  magnetic  coding  that  can  au- 
tomatically direct  documents,  such  as 
faxes,  to  specific  locations. 

Joint  ventures  are  also  helping  Xe- 
rox  enhance  its  product  line.  Last  year, 
it  linked  up  with  Sun  Microsystems  Inc. 
to  develop  a  new  high-speed  printer  that 
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uses  a  Sun  workstation.  Al  | 
in  March,  Xerox  signed  h 
agreement  with  Microsoft  !)' 
develop  a  new  line  of  prii-  I 
ers,  copiers,  and  fax  machirs  I 
that  will  combine  Xerox'  d>\-  I 
ument-handling  software  wiN 
Microsoft's  At  Work  softwaU 
that  can  perform  a  numbs,  i 
of  functions,  including  linki 
copiers  and  computers.  Ai 
more  joint  ventures  are  liwrt 
ly.  Insiders  say  van  Cuyle 
burg,  45,  who  left  NeXT  wb 
the  company  said  it  was  exfj 
ing  the  computer-hardwa 
business,  was  brought  m 
board  to  forge  new  alliano!  ; 
with  computer  companies. 

Xerox  wants  to  bolster  ij  i 
supplier  relationships  wil 
other  high-tech  companies. 
1992,  it  signed  a  deal  wil 
Compaq  Computer  Inc.  i 
provide  printing  engines  i  '< 
the  Houston-based  compute 
maker,  allowing  it  to  marki  j 
a  new  family  of  laser  printers.  And  thi 
year  Texas  Instruments  Inc.  started  ui 
ing  a  new  Xerox  ink  jet  in  its  Mien  j 
Mark  laser  printer.  "The  technology  al 
lows  faster  printing  than  any  of  th;| 
competition,"  says  Glenn  Neland,  manaj 
er  of  Tl's  printer  business. 
subcontracting.  Allaire  is  also  scoutin1, 
new  markets.  Hi1  is  especially  keen  on 
home  offices,  which  Xerox  believes  coull 
grow  into  a  S27  billion  market  by  I99.r 
To  Lap  it,  the  company  began  using  mu 
tishelf  displays  in  supermarkets  ove 
the  summer  to  sell  a  range  of  office  sup 
plies  from  message  pads  to  envelopes 
Other  manufacturers  are  providing  th 
supplies,  using  Xerox'  name  under  1: 
cense.  Allaire  believes  supermarkets  oil 
fer  direct  access  to  the  home-office  matt 
ket.  Xerox  has  displays  in  41! 
supermarkets  owned  by  Weg 
mans  Food  Markets  Inc.  ii 
western  New  York  State.  An 
other  supermarket  deal  is  ill 
the  works,  but  Xerox  won' 
discuss  the  details. 

Despite  the  improvements; 
Allaire  admits  that  Xerox  ha: 
a  long  way  to  go  before  l\ 
can  reclaim  its  past  glory 
"We  will  need  to  change  Xe 
rox  more  in  the  next  5  yean 
than  we  have  in  the  past  10,' 
he  says.  If  so,  it  may  be  i 
while  before  the  company  is 
humming  again.  But  it'll  bt 
worth  it  if  the  makeover  ends 
up  saving  Xerox  from  copy- 
ing past  disappointments. 

By  Tim  Smart  in  Stamford, 
Conn.,  with  bureau  reports 

THE  CORPORATIC 


"Form  ever 
follows  function!' 


-Louis  Henri  Sullivan  (1896) 


maximizing 
the  ratio  of  room  given 
to  passengers  to  room 


Function 


given  to  machine 
a  whole  new  category  of 
vehicle  is  created. 


Later,  this  same  concept 
leads  to  'cab  forward." 
The  windshield  is  moved 
forward 


Function 


and  radically  canted 
to  provide  increased 
visibility  and  decreased 
aerodynamic  drag. 


The  wheels  are  moved 
toward  the  corners  to 
provide  a  significant  increase 
in  interior  volume. 


Function 


This  also  provides  a  wider 
track  for  more  stable  handling. 
Rear  doors  become  wider 


for  easier  entry  and  exit. 


Presenting  one  of  the  most  eloquent  expressions  ever  of 
form  following  function.  The  Chrysler  New  Yorker. 


Buy  a  new  car  that  looks  like  this  and  everywhere  you  go  heads  will  swiv 
Which  will  probably  make  you  teel  very,  very  good.  For  about  one  week.  Aft" 
that,  you  hope  and  pray  a  car's  beauty  is  more  than  sheet  metal  deep.  Fortunate' 
this  car's  fluid  lines  are  not  the  result  of  some  styling  gimmick;  they're  the  resu 


•  B.IM-J  ,.n  >H  bPA  Measurement*  •  Always  Weir  Your  Seat  Belt 


a  totally  new  automotive  architecture  called  "cab  forward."  The  New  Yorker 
its  six,  and  is  roomier  than  the  Cadillac  Seville,  Acura  Legend  and  the  Inhniti 
f5.+  It  has  a  longer  wheelbase  than  a  Lincoln  Continental,  so  you  get  a  smooth, 
nfortable  ride.  It  has  a  wider  track  than  the  Lexus  LS  400,  so  the  car  plants 


elf  around  curves.  It  has  four-wheel  independent  suspension,  four-wheel  disc 
3S,  and  driver  and  front  passenger  air  bags*  All  standard.  In  fact,  the  whole 
emise  behind  its  design  was  functional:  to  combine  the  comfort  of  a  luxury  car 


th  the  handling  of  a  sports  sedan.  Can  we  help  it  if  it  also  turned  out  beautiful.7 


Presenting  the  Chrysler  LHS. 
Its  function?  To  perform. 


If  what  you're  looking  for  is  a  sedate  way  to  get  from  one  appointment  to  the  ne:, 
there  are  many  luxury  cars  you  can  choose  from.  However,  if  what  you  want  is  a  a 
that  can  make  that  trip  exhilarating,  take  a  look  at  the  Chrysler  LHS.  It's  one  luxur 
car  that  assumes  you  enjoy  the  act  of  driving.  To  that  end,  it  has  a  24-valv, 


'Always  WiMr  Your  Seal  Belt 


horsepower  overhead  cam  engine  with  more  torque  than  a  Nissan  300  ZX,  and 
iswers  to  the  helm  with  an  effortless  precision  that  would  do  BMW  proud,"  says 
and  Driver.  The  Chrysler  LHS  caters  to  your  sense  of  refinement  with  anatom- 
y  designed  bucket  seats  trimmed  in  glove  leather,  an  11-speaker  Infinity  Spatial 


iging  Sound  System  and  automatic  temperature  control.  And  it  appeals  to  your 
imon  sense  with  four-wheel  disc  anti-lock  brakes  and  driver  and  front  passenger 
bags*  Quite  simply,  the  Chrysler  LHS  was  designed  to  put  you  back  in  touch 
h  one  of  the  chief  joys  of  owning  a  car.  In  case  you've  forgotten,  it's  called  driving. 


The  Chrysler  Concorde.  A  function  and  a  form 
automotive  writers  are  still  writing  about. 


The  reviews  for  the  Chrysler  Concorde  continue  to  be  glowing.  One  writer  hs 
gone  so  far  as  to  call  it  "a  watershed  event  in  auto  industry  history."  All  of  whin 
has  been  flattering,  of  course.  But  even  more  gratifying  is  the  fact  that  real  peop,1 
have  been  buying  this  car,  and  their  reviews  are  starting  to  come  in.  According  fj 


M  A  R  ,  lm  Early  Quality  Study  l«J«H  MY  Based  on  combined  overall  opinion  owner  votes  of  Excellent  and  Very  Good  'Always  Wear  Your  Seat  Belt 


i  research  study,  among  the  129  new  car  models  sold  last  year,  the  Chrysler 
icorde  ranked  in  the  top  ten  in  owner  satisfaction/  Along  with  Mercedes, 
ira  and  Lexus.  There  are  a  number  of  reasons  for  this.  The  Concorde's  roomi- 
s  and  comfort,  its  superb  handling,  its  long  list  of  standard  features,  including 


iver  and  front  passenger  air  bags*  And  its  price  is  set  at  a  level  car-buying  mortals 
i  actually  afford.  All  of  which  adds  up  to  a  strong  argument  for  test-driving  the 
lrysler  Concorde.  You'll  not  only  see  why  last  year  it  was  Automobile  Magazine's 
ir  of  the  Year."  You'll  see  why  this  year,  it  should  be  your  car  of  the  year. 


The  Chrysler  Town  &  Country.  (Form  following  function 
led  to  a  whole  new  form  of  transportation.) 


When  we  introduced  the  first  minivan  hack  in  1984,  it  literally  transformed  tb 
way  families  traveled.  And  since  inventing  it,  we've  continued  to  improve  it.  Son: 


examples:  we  were  the  first  with  a  minivan  air  hag.  The  first  to  offer  an  integrate1 
child  safety  seat.  And  now  we're  the  first  to  give  you  driver  and  front  passenger  ar 


*  Always  Wear  Your  Seat  Bell.  'Excludes  sunscreen  glass. 


ags*  and  dynamic  side  impact  protection.  Which  means,  for  1994,  our  minivans 
re  the  only  ones  to  meet  all  1998  passenger  car  safety  standards^  All  this  func- 
onality  is  raised  to  luxurious  new  levels  in  the  Chrysler  Town  &  Country.  It  offers 
uad  seating  for  seven,  an  Infinity  Sound  System,  four-wheel  anti-lock  brakes  and  a 


.8-liter  high  torque  V-6.  Luxury  appointments  like  a  CD  player,  leather-trimmed 
iats  are  also  available.  The  Chrysler  Town  &  Country  shows  what  can  happen  when 
company  believes  in  continuous  improvement.  We  just  can't  seem  to  leave  a  good 


lea  alone.  Aren't  you  glad? 

CHRYSLERS 


For  more  information, 
there's  only 
one  function  left 
to  perform. 


Call  1-80G4A- 
Chrysler. 


e  Corporation 


iPORTATION  I 


)LD  SNAP 

r  ALASKA  AIRLINES 


leavy  losses  mean  cutting  staff  and  trimming  some  frills 


>n  Sept.  19,  Conde  Nast  Traveler 
magazine  announced  that  its 
readers  had  yet  again  selected 
ka  Airlines  as  the  best  U.S.  carri- 
er the  fifth  consecutive  year.  But 
ka  Air  Group  CEO  Raymond  J.  Vec- 
id  little  time  to  celebrate.  The  air- 
3  parent  company  is  grappling  with 
.sty  fare  war  and  a  bitter  dispute 
.  its  flight  attendants'  union.  On 
.  11,  flight  attendants  walked  out 
ive  flights  in  California  and  Wash- 
on.  And  the  union  says  it  will 
late  action  against  Alaska  Air  until 
company  negotiates  a  new  pay 
iement  in  good  faith, 
t  a  time  when  many  airlines  are  fi- 
!  climbing  out  of  the  red,  the  Seat- 
)ased  company  seems  headed  for 
e  bad  times.  After  a  staggering  $85 
on  loss  last  year,  the  airline  could 
k  up  an  additional  $17  million  in  red 
this  year,  as  revenues  remain  flat,  at 
billion,  estimates  analyst  Sam  But- 
c  of  Kidder,  Peabody  &  Co. 
IE  LEGROOM.  Alaska  Airlines,  whose 
es  are  known  for  the  smiling  Eskimo 
heir  tails,  hasn't  always  been  in  such 
•y  shape.  Rapid  expansion  in  the 
)s  gave  it  an  elaborate  West  Coast 
e  network,  with  44  destinations  from 
ska  to  Mexico.  It  also  serves  four 
s  in  Russia's  far  east,  including  Vlad- 
tok.  It  thrived  by  attracting  busi- 


ness travelers  willing  to  pay  a  premium 
fare  for  top-notch  treatment.  Fliers  grew 
to  love  its  extra  legroom,  gourmet 
meals,  free  wine,  and  attentive  service. 

It  was  an  expensive  strategy,  though. 
Last  year,  Alaska  Airlines'  operating 
costs  averaged  11.5<t  per  seat  for  every 
mile  flown,  compared  with  7<P  for  its  no- 
frills  competitors.  As  long  as  many  pas- 
sengers were  willing  to  pay  full  fare, 
the  plan  worked  fine.  Indeed,  just  two 
years  ago,  Alaska  Airlines  and  South- 
west Airlines  Co.  were  widely  viewed  as 
the  nation's  healthiest  carriers. 

Then  came  the  recession  and  subse- 
quent fare  wars.  Forced  to  compete  with 
cheaper  rivals,  Alaska  Airlines  began 
cutting  prices,  and  revenues  plummeted 
as  operating  costs  continued  to  rise 
(chart).  Vecci  blames  one-third  of  his 
company's  losses  on 
one  competitor:  Mark- 
Air  Inc.,  a  scrappy  air- 
line based  in  Anchor- 
age. Once  a  feeder  for 
Alaska  Airlines,  Mark- 
Air  declared  war  in 
November,  1991,  by  in- 
vading Alaska's  lucra- 
tive Seattle-Anchorage 
route  with  a  two-for- 
one  discount  fare— 50% 
below  the  standard 
$400  fare  that  Alaska 


>RPO  RATION 


ALASKA  AIR'S 
REVENUE  AND  COST  WOES 


'90        '91        '92  '93 
▲  CENTS  PER  SEAT  MILE  EST 
•CONSOLIDATED  FIGURES  PER  AVAILABLE  SEAT  MILE 
DATA  COMPANY  REPORTS,  KIDDER,  PEABODY  S  CO  ESTIMATES 


was  charging.  Six  months  later,  Mark- 
Air  went  into  bankruptcy.  But  as  it  reor- 
ganizes under  Chapter  11  protection, 
MarkAir  continues  to  expand  southward, 
challenging  Alaska  at  every  turn. 

Despite  Alaska's  high  costs,  Vecci  has 
little  choice  but  to  go  head-to-head  with 
the  competition.  Last  year's  summer 
fare  wars  forced  Alaska  Airlines  to  slash 
fares  on  almost  all  of  its  routes  by  50%. 
This  year,  Vecci  also  began  no-frills  "lite 
flights"  to  Reno  and  Las  Vegas,  in  re- 
sponse to  no-frills  startups  Morris  Air 
and  Reno  Air.  The  airline  is  also  trim- 
ming its  vaunted  food  service:  Vecci  cut 
out  hot  meals  on  some  flights  and  elim- 
inated the  third  slice  of  French  toast 
from  breakfasts.  Still,  Vecci  says  that 
he  won't  risk  the  company's  reputation 
for  superior  service.  "For  a  company 
the  size  of  Alaska  [Airlines],  we  believe 
it's  essential  to  maintain  some  distinc- 
tion," he  says. 

ON  half-pay.  And  that  means  the  Bronx 
(N.Y.)-born  Vecci,  50,  who  joined  Alaska 
in  1975  as  vice-president  for  planning 
and  regulatory  affairs,  must  make  cuts 
elsewhere.  The  biggest  savings  so  far— 
$500  million— came  from  canceling  or  de- 
laying aircraft  orders  and  nixing  plans  to 
build  two  maintenance  centers.  Vecci 
has  also  furloughed  about  400  of  Alas- 
ka's 7,000  employees,  including  64  man- 
agers and  headquarters  staff.  But  in 
January,  Vecci  agreed  not  to  lay  off  any 
pilots  if  they  would  work  overtime  for 
half-pay. 

Flight  attendants  are  not  so  coopera- 
tive. After  contract  talks  broke  down 
in  June,  the  company  imposed  its  own 
terms.  The  company  and  union  returned 
to  the  bargaining  table  in  late  July.  But 
tensions  remain  high.  And  more  walk- 
off  s  are  expected.  Employees  are  espe- 
cially angry  at  Vecci  for  accepting  a  15% 
salary  increase,  to  $300,000,  at  a  time 
when  he  is  urging  companywide  cost 
reductions.  Alaska  has  agreed  to  a  pay 
increase  of  only  3%  for  flight  attendants, 
whose  pay  averages  $24,000. 

Vecci  has  managed  to  reduce  costs  a 
bit,  to  an  estimated  IK  per  seat  per 
mile  this  year'.  But  deeper  cuts  are  need- 
ed. Still,  most  analysts  expect  Alaska 
Air  to  stay  aloft.  After 
all,  it  has  an  extensive 
West  Coast  route  net- 
work and  a  core  of  loy- 
al customers.  But  the 
high-flying  days  are 
over.  For  years  to 
come,  the  only  smiling 
face  at  the  airline  may 
be  the  Eskimo  on  the 
tail. 

By  Don  Jones  Yang 
in  Seattle,  with  Eric 
Schine  in  Los  Angeles 


BUSINESS  WEEK  75 


economics 


Commentary/by  Karen  Pennar 


THE  BUSINESS  CYCLE  ISN'T  DEAD,  JUST  RESTING 


I 


INDEX  OF  REAL  GDP 

GDP  AT  BEGINNING  OF  RECOVERY  =  100 


n  the  1960s,  years  of  healthy  eco- 
nomic growth  prompted  economists 
to  wonder  whether  the  business 
cycle  had  been  tamed.  Then,  no  sooner 
had  the  U.  S.  government's  publication 
Business  Cycle  Developments  been  re- 
named Business  Conditions  Digest  than 
recession  struck  in  1970,  and  hopes 
that  a  new  era  in  policy-making  and 
prosperity  had  dawned  were  promptly 
dashed.  In  the  1980s,  after  a  similarly 
long  stretch  of  healthy  economic- 
growth,  economists  dared  hope  yet 
again  that  the  business  cycle  might  be 
moribund— but  those 
hopes  were  put  to 
rest  by  the  recession 
of  1990-91. 

It's  apparent  that 
the  U.  S.  economy 
cannot  be  cured  of  re- 
current contractions. 
Economic  performance 
will  continue  to  be 
marked  by  ups  and 
downs,  however  var- 
ied in  magnitude  and 
timing  those  swings 
may  be.  But  today,  as 
the  recovery  lumbers 
slowly  through  its 
30th  month,  it's  ap- 
propriate to  ask  not 
whether  the  business 
cycle  is  dead,  but  a 
related  and  no  less 
important  question: 
What  relevance  does  business-cycle 
analysis,  based  on  past  experience, 
have  in  today's  economy? 

Not  very  much,  it  turns  out.  It's 
true,  as  longtime  students  of  business 
cycles  argue,  that  not  all  recessions 
and  expansions  precisely  mimic  previ- 
ous ones.  But  over  the  years,  econo- 
mists and  forecasters  have  come  to  be 
lieve  that  all  business  cycles  move 
through  fairly  predictable  phases  and 
that  basic  relationships  exist  between 
economic  events  and  their  impact  in 
various  sectors.  This  latest  expansion, 
though,  has  "broken  the  mold,"  as 
economist  Stephen  S.  Roach  of  Mor- 
gan Stanley  &  Co.  puts  it.  And  that 
means  forecasters  who  cling  to  expec- 
tations that  are  based  on  previous  ex- 
pansions about  how  strong  growth 
should  be,  how  low  unemployment 
should  go,  and  what's  going  to  happen 


to  inflation  next  are  bound  to  be  sadly 
disappointed.  Policymakers  and  busi- 
ness executives  who  fail  to  examine 
closely  the  consequences  of  structural 
change  in  the  economy— rather  than 
the  consequences  of  cyclical  change- 
may  choose  the  wrong  strategies. 
tectonic  shifts.  The  current  expan- 
sion is  exhibiting  numerous  unusual 
features— the  consequence,  in  large 
part,  of  seismic  structural  shifts  that 
are  remaking  the  economy.  The  tec- 
tonics began  reverberating  through  the 
economy  before  the  recession,  and  they 


HOW  THIS  EXPANSION  IS  LAGGING  I  I 


AFTER  SIX 

MONTHS 

| 

107.2  i 

101.7 

AFTER  12 
MONTHS 

AFTER  18 
MONTHS 


AFTER  24 
MONTHS 


RECESSION  ENDED  MARCH,  1991  "OMITS  TWO  SHORT  EXPANSIONS  LASTING  12  ANO  24  MONTHS,  RESPECTIVELY 

DATA:  CENTER  FOR  INTERNATIONAL  BUSINESS  CYCLE  RESEARCH  AT  COLUMBIA  UNIVERSITY,  BW  ESTIMATE 


have  continued  to  do  so.  Since  the  re- 
covery began  in  the  spring  of  1991, 
these  changes— from  globalization  to 
technological  change— have  over- 
whelmed the  impact  of  cyclical  factors 
that  generally  catapult  growth  forward. 
And  over  the  next  couple  of  years, 
these  secular  forces  and  new  ones  will 
continue  to  keep  muting  growth. 
"We've  been  in  a  period  of  stagnation 
since  the  spring  of  1989,"  notes  Chris 
Varvares,  economist  at  Laurence  H. 
Meyer  &  Associates  Ltd.  in  St.  Louis. 
"The  recession  was  a  relatively  in- 
significant event  in  a  much  longer  pe- 
riod of  stagnant  growth." 

That  may  well  explain  why  the  cur- 
rent recovery  hasn't  occurred  at  the 
pace  or  with  the  strength  that  previous 
recoveries  demonstrated.  The  gain  in 
output  registered  since  the  upturn  be- 
gan in  the  spring  of  1991  is  the  small- 


est for  any  expansion  of  greater  tin 
two  years'  duration  since  World  W;'v 
II.  "It  sometimes  seems  as  though  tijjl 
economy  has  moved  to  middle  ag 
without  going  through  adolescence 
that  period  of  economic  recovery  whe 
we  get  rapid  employment  gains  ar. 
dynamic  growth,"  observes  Gail  Fo 
ler,  chief  economist  for  the  Conferenc 
Board. 

The  growth  comparisons  are  but  tl 
most  telling  of  many  that  highlight  tl 
current  expansion's  uniqueness.  Rehi 
ing,  for  instance,  has  been  especial! 

slow.  Just  about  ev 
ery  week  brings  new 
of  yet  another  majc 
corporation  sheddin 
workers.  U  S  We: 
Inc.  is  the  latest  ti! 
join  the  crowd,  an 
nouncing  recently  th; 
it  would  cut  9,000  en 
ployees  over  the  ne) 
three  years. 

Nationwide,  corpi 
rate  downsizing  bega 
well  before  the  rece 
sion,  the  result  of  co;1? 
pressures  brought  o, 
by  stiff  internation; 
competition  and  heav 
debt  loads.  Widi 
spread  cutbacks  in  di 
fense  also  led  to  lai 
offs.  Lower  intere; 
rates  have  eased  th 
debt  burden,  but  international  comp< 
tition  remains  brutal,  and  defense  coi 
tractors  are  still  retrenching.  "W 
didn't  have  a  typical  recession,  an; 
we're  not  having  a  typical  recovery 
says  Donald  Ratajzcak,  director  of  ec< 
nomic  forecasting  at  Georgia  State  Un 
versity.  "Manufacturers  aren't  turnin 
the  furnaces  back  on  and  rehiring." 
PART-TIMERS.  In  fact,  it  took  25  montr 
of  economic  recovery  to  recoup  th 
relatively  limited  job  loss  that  occurre 
in  the  past  recession— 2Vi  times  longe 
than  the  10  months  such  healing  noi 
mally  takes  in  the  aftermath  of 
downturn,  observes  Morgan  Stanley'; 
Roach.  And  even  though  employmer 
is  growing,  part-time  work  account 
for  an  unusually  large  26%  of  nev 
employment. 

Also  different  this  time  around  i 
the  behavior  of  interest  rates  and  ii 


AFTER  30 
MONTHS 
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LOOK  TO  THE  EUROPEAN  BANK 
THAT'S  LOOKING  LONG-TERM  IN  AMERICA. 

After  twenty  years  in  the  U.S.,  we've  grown  to  be  one 
of  the  largest  foreign  banks,  with  a  reputation  for  excellence, 
and  one  of  the  most  often  chosen  as  agent  or  co-agent. 

More  than  a  demonstration  of  our  technical  skills, 
we  believe  it  shows  our  willingness  to  build  strong  ties. 
To  us,  successful  deals  are  the  result  of  successful  partnerships. 
The  relationships  we've  formed  with  major  U.S.  corporations 
and  businesses  prove  it.  We'd  like  to  prove  it  to  you. 

THE  EUROPEAN  BANK  FOR  AMERICAN  BUSINESS 


CL 


CREDIT  LYONNAIS 

NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


t 


conomics 


flation.  Usually,  this  far  into  an  expan- 
sion, the  Federal  Reserve  has  already 
had  to  step  in  and  hit  the  brakes  at 
least  gently,  pushing  rates  higher  to 
curb  nascent  inflationary  pressures. 
But,  again  thanks  to  the  spur  of  global 
competition,  inflation  has  been  trending 
down,  not  up.  Wage  pressures  are 
nonexistent,  and  companies  can't  raise 
prices  and  make  them  stick.  Rataj- 
zcak  believes  that  consumer  prices, 
which  rose  3%  last  year,  could  end 
1993  up  about  2.7%  and  rise  by  a 
slightly  smaller  2.5%  in  1994.  Little 
wonder,  then,  that  long-term  interest 
rates  seem  finally  to  have  shaken  the 
inflation  worries  and  shed  their  "infla- 
tion premium." 

full-steam  factor.  This  expansion  has 
been  unusual  not  only  because  it  has 
underperformed  past  expansions  but 
also  because  it  has  outperformed  them 
in  one  important  way.  The  flip  side  of 
meager  job  growth,  as  it  happens,  has 
been  respectable  productivity  growth. 
In  the  current  cycle,  productivity 
growth  accounts  for  about  75%  of  the 
gain  in  gross  domestic  product,  says 
Roach.  That's  greater  than  the  58% 


share  that  the  early-expansion  phase  of 
a  recovery  has  typically  brought  in  the 
past.  Such  productivity-led  growth  al- 
lows businesses  to  log  profits  in  a  high- 
ly competitive  environment,  but  it  isn't 
likely  to  translate  into  higher  incomes 
or  stronger  demand— the  key  ingredi- 
ents necessary  to  spur  growth  on— 
anvtime  soon. 


The  health-care  industry 
will  be  less  of  a  factor  in 
growth.  Drugmakers  are 
already  facing  retrenchment 


The  global  pressures  that  forced 
companies  to  improve  productivity 
haven't  yet  played  themselves  out.  In- 
ternational competition  remains  fierce, 
and  European  industry  is  now  facing 
the  same  structural  pressures  that 
American  industry  began  to  confront  in 
the  second  half  of  the  1980s.  With 
more  and  more  competitors  swearing 


allegiance  to  cost-cutting  strategic 
U.  S.  companies  will  have  to  rema 
vigilant. 

Health-care  reform  also  promises 
produce  long-term  changes  in  the  eco 
omy.  The  industry,  which  has  co: 
tributed  mightily  to  employment  ar 
output  growth  in  the  U.  S.,  will  be  le 
of  a  factor  in  growth.  Already,  dn. 
companies  and  medical-equipment  ma 
ufacturers  are  facing  retrenchment. 

But  slow  growth  won't  last  fore 
er— just  as  the  much-trumpeted  "so 
landing"  strategy  of  the  late  198( 
didn't  avert  recession  and  ease  tl 
economy  onto  a  slow  growth  path 
intended.  Eventually,  output  will  r 
bound,  the  forces  that  push  inflatic 
and  interest  rates  higher  will  asse: 
themselves,  and,  however  delayed, 
downturn  will  occur.  In  the  meantim 
though,  it's  the  structural  forces  th; 
are  pushing  and  pulling  their  ws 
through  the  economy— and  responsib 
for  what  makes  this  expansion  diffe 
ent  from  all  the  others. 

Senior  Writer  Pennar  covers  ec 
nomics  for  BUSINESS  WEEK. 
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Management 


Executive  Education  for  Tomorrow's  Challenges 

Well-run  companies  require  knowledgeable,  well-prepared  executives.  The  Kellogg  School  offers  a 
full  range  of  programs  to  bring  executives  up-to-the-minute  on  new  ideas  and  new  tools  and 
techniques  of  management,  and  to  prepare  them  to  deal  with  the  problems  and  opportunities  of  the 
1990s  and  beyond.  Programs  are  designed  and  taught  by  the  distinguished  faculty  that  brought  the 
Kellogg  School  to  the  forefront  of  management  education.  All  programs  are  conducted  in  a  modern 
residential-classroom  facility  on  Northwestern's  beautiful  lakeside  campus  near  Chicago. 


General  Management  Programs  1994 


Advanced  Executive  Program 


Feb.  6-  March  4 
June  19-July  15 


Executive  Development  Program     May  ^-27 


July  17- August  5 
October  2-21 


For  senior  executives  with  15  to  25  years  of  management  experience, 
seasoned  in  two  or  more  functional  areas  of  management,  now  pre- 
paring tor  greater  management  responsibility. 

For  managers  with  at  least  10  years'  work  experience;  the  program 
otters  a  broad  overview  of  the  environment  of  management  and  an 
understanding  of  the  concepts  and  analytical  tools  that  will  be 
critical  to  success  as  the  future  unfolds. 


Short  seminars  in  various  functional  areas  of  management  are  held  throughout  the  year,  in  sessions  of 
two  to  five  days  in  length.  There  is  also  a  two- week  general  management  program  specially  designed  tor 
owner-managers  of  closelv  held  companies. 


For  more  information ,  please  contact 
Executive  Programs 

Kellogg  Graduate  School  ot  Management  •  Northwestern  University 
James  L.  Allen  Center,  Dept.  B  •  Evanston.  IL60208-280O 
Phone  708-467  7000  •  Fax  708-491-4323 
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Pur  Your  Business 

Into  Glial 


The  1993  Business  \%feek  Europe  Rouiidtable  of  Chief  Executives 
Uncommon  Courage:  Bold  New  Models  of  Corporate  Leadersliip 
Presented  in  affiliation  with  INSEAD 
Hotel  George  V,  Paris,  France,  November  3-5,  1993 

A  new  world  order  is  emerging.  And  opportunities  are  presenting  themselves  at  a  staggering  rate  The  time 
to  seize  these  opportunities  is  now.  Which  is  why  Business  Week  lias  assembled  the  foremost  leaders  of  the 
European  business  community  —  the  very  leaders  who  will  help  reshape  this  world  economy. 

Exclusive  sponsors  of  the  1993  Business  Week  European  Roundtable  will  have  a  rare  opportunity  to  share 
insights  and  new  perspectives  with  the  CEOs  of  Europe's  largest  corporations.  Session  topics  include:  Forging 
Adversity  into  Fortune:  Chief  Executives  Leading  the  Way;  Capital  Markets.  Corporate  Restructuring  and 
Corporate  Governance;  Doing  More  with  Less:  Flattening  the  Vertical  Organization. 

Sponsorships  are  limited.  For  sponsorship  information,  contact:  William  H.  DeGraff,  Director 

of  Sales,  Strategic  Programs.  212.512.6012.  In  Europe  contact:  Alic  e  Thorpe  Pollner  +44.71.589.6007. 
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ENTREPRENEURS  I 


IS  MERCK  READY 
FOR  MARTY  WYGOD? 


Its  takeover  of  Medco  may  mean  he  has  a  shot  at  the  top  job 


Long  before  Bill  and  Hillary— before 
George  Bush,  even— Martin  J.  Wy- 
god  had  drawn  a  bead  on  medical- 
cost  containment.  As  far  back  as  1987, 
he  was  already  driving  parts  of  the  but- 
toned-down  drug  industry  to  distrac- 
tion. At  the  time,  Wygod  was  known 
vaguely  to  the  business  community  as  a 
w  heeler-dealer,  a  Mike  Milken  crony. 
But  for  the  people  who  sold  prescription 
drugs,  his  scrappy  game  of  hardball 
was  starting  to  make  life  miserable. 

Almost  from  scratch,  Wygod  had 
built  Medco  Containment  Services  Inc. 
into  a  wildly  successful  mail-order  dis- 
tributor of  discount  prescription  drugs. 
He  had  won  so  much  business  from  the 
nation's  retail  pharmacies  that  by  the 
summer  of  1987  they  urged  a  Senate 
subcommittee  to  hold  hearings  on  the 
safety  of  his  mass-mailing  methods.  The 
pharmacists  contended  Medco  had  made 
dangerous  errors  in  filling  prescriptions. 
They  even  trotted  out  a  former  Medco 
employee  who  insisted  her  life  had  been 
threatened  by  zealous  managers  when 
she  questioned  their  practices.  Out- 
raged, Wygod  took  the  podium  and  de- 
bunked the  safety  claims  as  sour 
grapes.  The  death  threat,  it  turned  out, 
was  utter  nonsense.  Wygod  was  con- 
vincing; nothing  came  of  the  hearings. 
But  the  episode  underlined  his  grow- 
ing image  as  an  industry  renegade. 
SWORN  ENEMY.  These  days,  Marty  Wy- 
god is  trying  to  live  that  image  down. 
He's  happy  to  have  his  picture  taken, 
but  not  at  either  of  his  two  thorough- 
bred horse-breeding  farms.  Senate  hear- 
ings and  race  horses  clash  with  what 
the  53-year-old  executive  appears  to 
want  next.  Having  toppled  the  status 
quo  in  the  drug  industry,  Wygod  would 
like  to  trade  his  maverick  reputation 
lor  a  leadership  position  in  the  indus- 
try's emerging  new  order. 

He  took  a  giant  step  in  that  direction 
on  July  28  when  drug  giant  Merck  & 
Co.  announced  its  intention  to  buy  Med- 
co for  a  staggering  $6  billion.  The  pro- 
posed matchup  was  to  the  drug  indus- 
try what  the  handshake  between  Yassir 
Arafat  and  Yitzhak  Rabin  was  to  world 


politics.  If  approved  by  federal  regula- 
tors—no sure  thing— the  deal  would  pair 
two  former  enemies.  It  could  also  put 
Wygod  in  contention  to  succeed  Merck's 
bookish  chairman,  P.  Roy  Vagelos,  when 
Vagelos  retires  in  November,  1994. 


The  notion  of  Wygod  having  a  rolin 
running  Merck  would  have  raised  hels 
of  laughter  as  little  as  two  years 
Then,  Merck  was  riding  high  as  oniof 
the  nation's  most  respected  compare 
As  Medco  used  its  huge  buying  posr 
to  wrest  big  discounts  from  other  dig- 
makers,  Merck  wouldn't  budge,  shovbfr 
open  disdain  for  Wygod's  tactics.  £ 
the  Clinton  Administration's  health-S 
crusade— coupled  with  a  droughts 
Merck's  new  drug  pipeline— weakei* 
Vagelos'  hand.  Suddenly,  the  idea 
courting  his  enemy  began  to  nut 
sense.  "Marty  Wygod  has  distinguish 
himself  as  a  leader  with  uncanny  i- 
sion,"  says  Vagelos. 

Wygod  remains  coy  about  his  intti- 
tions.  But  it's  clear  the  deal  would  £'t 
him  enormous  leverage  in  demand^ 


80  BUSINESS  WEEK/OCTOBER  4,  1993 


i  Hill  il  iiiillli  IIIIIIH  *vi*nnnm<mw*»»*  lllllllill  III!  I 


cipal  role  at  Merck.  His  share  in 
;al  was  valued  at  about  $150  mil- 
ill  of  which  he'll  take  in  Merck 
|  and  options.  That  makes  him 
]  ;'s  largest  individual  shareholder 
,  ill  give  him  a  board  seat.  What's 
Medco's  other  directors  would 
j  ;e  from  the  deal  with  more  Merck 
than  the  Merck  board.  Says 
I  i-care  consultant  Patricia  Wilson: 
j  question  is,  who  bought  whom?" 
j  god  is  currently  negotiating  his 
i  role,  but  doesn't  deny  he  wants  a 
•  position.  "There  have  been  no 
isions  of  title  yet,"  he  says.  "I'm 
i  to  play  whatever  role  is  most 
ictive."  Albert  M.  Weis,  a  Medco 
or  and  a  longtime  friend,  is  a  little 
direct:  "Titles  have  never  meant 
ling  to  Marty,"  Weis  says.  "What 
A?ant  is  a  lot  of  responsibility." 
Tck  officials  decline  to  comment 
e  situation.  But  the  board  is  not 


JLTIMILLIONAIRE  AT  29 


isiness  degree  from  New  York 
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broker/ analyst  at  Weis  &  Co., 
set 


irokerage,  Wygod,  Weis  &  Florin, 
or  astute  research  on  emerging  in- 
and  takeovers.  Helps  Victor  Pos- 
Sharon  Steel  Corp. 


1968-69 


lational  General's  hostile  take-over 
[American  Holdings  Corp.  At  29, 
;  brokerage  to  National  General 
ir  $20  million. 


1970-77 


es  Merchant  Investors  Inc.,  a 
nt  banker. 


lasrock  Medical  Services,  a  home- 
:dical  device  company. 


ost  of  Glasrock  to  BOC  Group  PLC 
)  million. 


ational  Pharmacies  Inc.,  a  small 
ier  drug  business,  from  Posner  for 
iion  and  builds  it  into  Medco. 


to  sell  Medco  to  Merck  for  $6  bil- 
ay  pocket  more  than  $150  million. 

DATA:  BUSINESS  WEEK 


w 


likely  to  take  the  succession  issue  light- 
ly. Directors  include  such  independent- 
minded  executives  as  turnaround  spe- 
cialist Lawrence  A.  Bossidy,  chairman  of 
AlliedSignal  Inc.,  and  H.  Brewster  At- 
water,  CEO  of  General  Mills  Inc.  Sever- 
al respected  figures  from  the  research 
community  round  out  the  bill.  Specula- 
tion within  the  company 
is  that  they'll  let  Vagelos 
stay  on  past  his  retire- 
ment date  while  Wygod 
gets  some  subsidiary  role. 
"Roy  will  want  to  get  the 
company  back  on  track," 
says  one  former  top  re- 
search executive  who  has 
kept  close  ties  to  Merck. 

But  Wygod's  presence 
in  the  wings  highlights  an 
identity  crisis  at  Merck 
that  makes  anything  pos- 
sible. The  board  is  facing 
a  crucial  issue:  How 
should  Merck  best  posi- 
tion itself  in  a  world  re- 
defined by  the  advent  of 
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HARDBALL  WAYS 


COULD  SPELL 


CHANGES  FOR 


HIGHBROW 


MERCK 


"managed  competition?"  Wygod  is  clear- 
ly a  brilliant  strategic  thinker  and  a 
world-class  marketer.  "He  is  the  smart- 
est guy  in  the  health-care  business  to- 
day," says  Lawrence  N.  Feinberg,  of 
Oracle  Health  Investors  LP.  The  board 
obviously  finds  those  qualities  alluring 
or  it  wouldn't  have  agreed  to  pay  44 
times  earnings  for  Medco.  The  proposed 
combination  is  rife  with  unanswered 
questions  about  how  the  two  compa- 
nies would  mesh. 

soap  opera?  But  for  all  his  smarts, 
Wygod  also  presents  problems.  His 
background  as  a  relentless  marketer 
would  definitely  clash  with  the  critical 
side  of  Merck  where  expediency  comes 
second  to  science.  The  company's  re- 
search organization— the  one  that  pro- 
duced Vagelos— has  rendered  Merck 
something  of  a  national  treasure.  "How 
can  the  premier  high-tech  research  or- 
ganization at  the  same  time  be  the  cut- 
rate  marketing  king?"  asks  the  former 
R&D  executive.  Says  another:  "It's  de- 
veloping into  a  soap  opera." 

A  look  at  Wygod's  career  highlights 
the  dilemma.  While  his  success  is  in- 
disputable—he was  a  multimillionaire 
before  he  was  30— he  has  spent  more 
time  buying  and  selling  assets  than  he 
has  running  Medco  (table).  Close  asso- 
ciations with  controversial  financiers 
such  as  raider  Victor  Posner  and  Milken 
enhance  that  image.  And  it  doesn't  help 
that  Wygod's  board  is  stacked  with  pals 
who  have  made  millions  from  generous 
stock  options.  Medco,  in  fact,  is  cur- 
rently the  target  of  five  shareholder 
suits  alleging  the  Merck  deal  was  de- 
signed to  enrich  top  executives  at  other 
shareholders'  expense.  Medco  dismisses 
the  suits  as  nonsense. 


Wygod's  roots  are  firmly  planted  on 
Wall  Street.  He  grew  up  in  middle-class 
Long  Island,  the  son  of  an  independent 
accountant  who  had  escaped  the  Nazi 
threat  in  Poland  before  World  War  II. 
After  graduating  with  a  business  de- 
gree from  New  York  University  in  1961, 
he  headed  straight  for  the  brokerage 
business.  He  learned  the 
ropes  at  a  firm  called 
Weis  &  Co.  but  left  in 
1966  with  the  boss's  son 
and  a  friend  to  start  Wy- 
god, Weis  &  Florin. 

His  niche  from  the  be- 
ginning was  astute  re- 
search on  emerging  in- 
dustries and  a  precocious 
talent  for  takeovers.  In 
the  early  1960s,  Wygod 
made  millions  for  clients 
by  recommending  an  ob- 
scure software  company 
called  Computer  Scienc- 
es Corp.  In  1968,  he 
helped  Posner  make  his 
raid   on    Sharon  Steel 


Corp.  The  same  year,  he  engineered 
what  was  then  a  record  hostile  take- 
over: National  General  Corp.'s  acquisi- 
tion of  insurer  Great  American  Hold- 
ings Co.  National  was  so  impressed 
with  Wygod  that  it  bought  his  firm.  At 
29,  he  reaped  $20  million. 

During  the  next  decade,  Wygod  par- 
ticipated in  a  number  of  acquisitions, 
but  spent  much  of  his  time  focusing  on 
his  other  real  love:  thoroughbred  hors- 
es. He  had  dabbled  in  racing  ever  since 
Fletcher  Jones,  the  chairman  of  Com- 
puter Sciences,  had  given  him  his  first 
two  horses  in  the  mid-1960s.  He  formed 
River  Edge  Farm  Inc.  in  1977,  and  to- 
day the  163-acre  spread  near  Santa  Bar- 
bara is  California's  top  breeder.  Wygod 
has  a  second  horse  farm  in  New  Jersey. 

During  that  time,  Wygod  also  began 
to  see  the  money-making  potential  in 
health  care.  He  and  some  partners 
bought  a  series  of  companies  to  form 
Glasrock  Medical  Services,  which  pro- 
vided home  respiratory  care.  With  the 
help  of  Crocker  Nevin,  a  Drexel  manag- 
ing director,  Wygod  sold  most  of  Glas- 
rock to  British  Oxygen  Corp.  in  1982 
for  about  $120  million. 
returned  favor.  A  year  later,  he  paid 
Posner  $36  million  for  a  mail-order  pre- 
scription company,  National  Pharmacies 
Co.  Merging  it  with  a  medical-device 
firm  he  owned,  Wygod  created  Medco. 
Much  of  the  early  financing  came  from 
Fred  Carr's  First  Executive  Corp.  and 
from  Drexel.  Like  many  Drexel  clients, 
Wygod  returned  the  favor  by  buying 
about  $250  million  of  junk  bonds.  He 
lost  $42  million  on  the  investment  but 
has  no  regrets.  "They  lived  up  to  all 
their  obligations,"  he  says. 

Personal  relationships  mean  a  lot  to 
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Wygod.  As  Medco  grew,  he  filled  the 
board  with  friends  and  associates,  rais- 
ing the  question:  Can  a  board  with  such 
close  ties  to  the  CEO  be  trusted  to  make 
independent  judgments?  Weis  and 
Crocker  Nevin  are  there,  as  is  attor- 
ney Thomas  R.  Ferguson,  who  repre- 
sents such  Wygod  private  interests  as 
River  Edge  Farm.  Says 
Medco  marketing  chief 
Wayne  T.  Gattinella:  "Mar- 
ty is  extremely  loyal  to 
people  who  have  helped 
him  along  the  way." 

That  circle  includes  Mar- 
tin J.  Raynes,  with  whom 
Wygod  lost  $4  million  by 
investing  in  New  York 
City  real  estate.  When 
Raynes'  company  filed  for 
Chapter  11  in  1991,  Med- 
co's  board  debated  wheth- 
er to  ask  for  his  resigna- 
tion. Wygod,  who  was  best 


T'S  STILL 


UNCLEAR  HOW 


MERCK  AND 


MEDCO  WOULD 


MESH 


paid  executives  the  past  few  years, 
earning  $65  million  in  cash  and  stock 
options  in  1990-92.  But  that  pales  next 
to  his  one-time  haul  from  the  Merck 
deal,  which  includes  a  $60  million  fee, 
or  1%  of  the  transaction's  total  value. 

Wygod  argues  that  he  took  only 
$75,000  in  cash  compensation  during 
Medco's  first  seven  years 
and  sold  no  stock  as  it 
was  growing.  "This  is  my 
reward  for  building  the 
company,"  he  says.  "Inves- 
tors have  made  a  lot  of 
money  just  as  executives 
have."  Nevin  and  other  di- 
rectors admit  the  close  re- 
lationships raise  questions 
about  appearances.  "Could 
we   fire   Marty?"  jokes 


man  at  Raynes'  marriage  to  the 
daughter  of  oil  and  entertainment 
tycoon  Marvin  Davis,  opposed 
ousting  him.  But  he  left  the  deci- 
sion to  the  board.  Not  surpris- 
ingly, Raynes  stayed. 
NO  PROBLEM.  Another  Wygod 
pal,  Lawrence  R.  Lahr,  37,  is 
president  of  Wygod's  River  Edge 
Development  Co.  in  Ventura 
County,  Calif.  Lahr  was  named 
to  the  Medco  board  in  1988, 
about  the  time  River  Edge  start- 
ed to  go  sour.  The  company  and 
other  investors  owned  181  acres 
in  Ventura  County  and  was  the 
prime  developer  of  Oxnard  Town 
Center,  a  failed  $500  million  mall, 
hotel,  and  office  project.  When 
California  real  estate  tanked,  Riv- 
er Edge  stopped  making  revenue  bond 
payments,  and  officials  eventually  fore- 
closed on  the  land,  says  James  V.  Fa- 
bian, an  Oxnard  financial  analyst. 

Neither  Lahr  nor  Raynes,  however, 
has  had  much  problem  making  money 
on  Medco's  board.  Compensation  for 
Medco's  directors  is  paid  in  stock  op- 
tions, not  cash.  Some  of  the  options 
have  a  split-adjusted  strike  price  as  low 
as  48<P  per  share  (Medco's  stock  is  cur- 
rently trading  at  around  36).  Lahr's  cur- 
rent 20,000-share  holding  would  be 
worth  $780,000  if  the  merger  is  com- 
pleted. Raynes's  43,000-share  stake 
would  be  worth  $1.7  million. 

The  board  has  been  even  more  gen- 
erous with  Wygod.  His  contract— a  sore 
point  among  some  shareholders— resem- 
bles that  of  an  investment  banker.  It's 
filled  with  perks,  generous  options,  and 
arrangements  to  take  a  percentage  of 
the  value  of  acquisitions.  He  has  been 
on  BUSINESS  WEEK'S  list  of  the  highest- 


Nevin.  "I  don't  know,  it  never  came 
up."  But  they  insist  their  stockholdings 
tie  their  interests  more  closely  to  other 
shareholders  than  to  Wygod. 

Besides,  it's  hard  to  argue  with  Med- 
co's success.  When  Wygod  bought  Na- 
tional Pharmacies  from  Posner,  it 
served  just  four  health-care  plans.  Now, 
its  1,450  customers,  including  General 
Motors,  Aluminum  Co.  of  America,  and 
Georgia-Pacific,  insure  33  million  pa- 
tients—26%  of  all  Americans  covered 
by  drug  benefit  plans.  Revenues,  grow- 
ing at  37%  annually,  hit  $2.6  billion  in 
the  fiscal  year  ended  June  30. 
SELLING  BLITZ.  Wygod's  strategy  has 
been  simple:  cut  costs  for  workers  or 
retirees  with  chronic  medical  conditions 
who  require  large  orders  of  medicine. 
Mailing  prescriptions  directly  to  retirees 
slashed  retailing  overhead.  As  Medco 
gained  buying  clout,  it  demanded  ever 
larger  discounts  from  drugmakers. 

To  develop  a  critical  mass,  Medco 


went  on  a  selling  blitz.  Wygod  or! 
virtually  everyone  in  the  companl 
just  marketers,  to  hit  the  road  anAy 
up  health-plan  sponsors.  Wygodftj! 
sonally  landed  accounts  with  the  C,fct 
nia  Public  Employees  Retirements 
tern  and  several  Blue  Cross  &  ma 
Shield  plans.  He  also  signed  up  Oc<H 
tal  Petroleum  Corp.  after  meetingfe 
its  late  chairman,  Armand  Hamm|  i 
Medco's  aggressiveness  has  L 
competitors  from  the  beginning,  il 
bought  out  rivals  and  lured  away  Hf 
talent.  In  1985,  Wygod  bought  pahdH 
scriptions,  a  claims-processing  com 
ny  through  which  Medco  built  a  m 
able  data  base  of  physician  prescriBj 
records.  That  led  to  Wygod's  mostH 
troversial  tactic  of  all:  a  mail-order m 
called  Prescriber's  Choice. 

Prescriber's  Choice  focustB 
nine  therapeutic  drug  categcBj 
including  hypertension  an<Bi 
cers.  The  strategy  is  to  w 
discounts  from  a  manufactH 
in  exchange  for  pushing  its  fl 
in  a  particular  category.  FoB 
stance,  when  Medco  reeeivB 
prescription  for  a  more  exB 
sive  brand,  a  Medco  pharmfi 
calls  the  doctor  to  offer  a  fl 
parable  drug  at  less  cost.  Tfl 
how  Medco  was  able  to  shift  B 
of  the  market  for  cholesterol-* 
ering  drugs  from  Merck's  Ml 
cor  to  a  cheaper  alternative  fl 
Bristol-Myers  Squibb. 

Since  1991,  though,  there  « 
been  signals  that  the  gil 
growth  couldn't  be  sustain 
Seven  Medco  executives  an« 
rectors  sold  over  $50  mill 
worth  of  the  stock  beginning  1 
November,  according  to  secI 
ings.  Wygod,  who  sold  $38  millioi 
his  holdings,  explains  that  the  sel 
was  for  tax  reasons. 

Maybe  so.  But  by  the  summei 
1992,  Medco  was  looking  to  mergt 
sell.  According  to  director  Weis,  Me 
had  merger  discussions  with  Uni 
Healthcare,  the  big  health-maintena 
organization.  That  fell  through,  bu 
December,  Medco  began  looking  f( 
drug  company  to  link  with.  In  a  m 
that  many  interpreted  as  an  attei 
to  burnish  the  company's  image  for  s 
Wygod  also  hired  his  friend,  Rich 
S.  Braddock,  soon  after  Braddock 
signed  as  the  highly  respected  pr 
dent  of  Citicorp.  Braddock,  who  nov 
leaving  Medco  and  is  under  considd 
tion  for  the  top  job  at  Eastman  Ko< 
Co.,  will  earn  more  than  $35  million 
seven  months'  work. 

Medco  wanted  a  stock  deal,  and  cj 
sidered  both  Merck  and  Bristol-Myt 
In  late  May,  Wygod  started  talking 
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ewlett-Packard  computer  systems 
helped  Spalding's  worldwide  revenue  grov 
four  times  faster  than  the  industry  average 


" Our  HP  3000s  have  taken  the 
worry  out  of  daily  operations  and 
future  growth,  Ttiey  leave  us  free  to 
concentrate  on  customer  service!" 


nstead  of  investing  in  mam- 
frames,  Spalding  looked  for  a 
better  way  to  manage  its  growing 
business.  Away  that  would  make 
the  115-year-old  sporting  goods 
company  more  responsive  to  cus- 
tomer demands  around  the  world 
and  save  money  at  the  same  time. 

So  HP  developed  a  networked 
solution  built  around  powerful 
HP  3000  Business  Systems  in  a 
dozen  data  centers  and  distribution 
hubs  worldwide.  This  gives  Spalding 
instant  global  access  to  management 
information,  helping  them  react  quickly 
)  changing  consumer  needs,  and 
liver  products  faster. 

learn  more,  call  1-800-637-7740,  Ext. 
for  our  free  video,  Stra  tegic 
outing,  starring  some  on- 
the-ball  business  leaders.  It 
shows  why  you  might  want 
to  rethink  your  company's 
game  plan. 

Think  again. 


HEWLETT 
PACKARD 


993  Hewlett-Packard  Company  CSY9306 


ANOTHER  SCUDDER  PURE  NO-LOAD™  FUND 


With  this  Fund,  investment 
opportunities  of  the  Far  East 
are  not  so  far  away. 


Scuddcr's  Pacific  Opportunities  Fund  gives  long-tenn  investors 
easy  investment  access  to  some  of  the  world's  most  rapidly 
growing  economies.  Invest  in  the  emerging  financial  markets 
of  China,  Hong  Kong,  Malaysia,  Thailand,  Singapore,  Taiwan, 
and  South  Korea,  among  others.  And  help  reduce  the  risks 
typically  associated  with  investing  in  emerging  markets 
abroad,*  as  you  benefit  from  Scudder's  more 
"<mhps      than  35  years  of  intensive  research  and  active 
portfolio  management  in  the  Pacific  Rim. 
Call  today. 


Scudder  Pacific 
Opportunities  Fund 

1-800-225-2470  ext.  6312 

SCUDDER 


America's  First  ^^fck 
Family  of  No-Load  Funds 


*Fund  involves  emerging  market  volatility  and  currency  exchange  fluctuation.  Your  free  information 
kit  includes  a  prospectus  with  more  complete  information  on  management  fees  and  other  expenses. 
Please  read  it  carefully  before  you  invest  or  send  money.  Scudder  Investor  Services,  Inc.,  Distributor. 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 

YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY. 


BUCKLE  YOUR  SAFETY  BELT. 

r_VI  This  Publication 

to^til  more  information.  call  the  Airuag  &  Child  Safety  Hotline  800-424-9393 
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Merck  about  a  strategic  alliance,  specif- 
ically a  plan  to  offer  a  joint  cost-coniin- 
ment  program  for  General  Motors  Cj-p. 
Wygod  says  the  first  mention  of  a  js- 
sible  merger  came  from  Vagelos 
ing  a  June  28  dinner  at  Rudolfo's,  r'ar 
Merck's  Whitehouse  Station  (Nfj) 
headquarters.  Vagelos  won't  commit. 

A  former  research  scientist,  Vag« 
had  made  it  clear  that  marketing  is 
key  to  the  '90s.  Eyebrows  were  raki 
in  December,  1992,  when  he  officijy 
designated  Richard  J.  Markhank 
hard-charging  salesman  with  no  je- 
search  experience— as  his  heir  aptr- 
ent.  When  Markham  resigned  inexii 
cably  in  July,  many  industry  watchrs 
speculated  that  it  was  because  he  wst- 
ed  a  Medco  deal  and  Vagelos  didt 
But  it  may  have  been  the  other  \ta 
around.  "We  developed  a  real  rapprt 
and  mutual  respect,"  Wygod  says  of 
gelos.  Markham,  who  has  taken  a  pit 
as  president  of  Marion  Merrell  Ew 
Inc.,  says  he  left  for  personal  reaso;. 
locked  IN.  Credit  Wygod's  salesmf| 
ship  with  making  Vagelos  see  the  pofi- 
tial  of  a  Merck-Medco  alliance.  Abr 
all,  the  problems  involved  in  meshg 
the  two  companies  are  enormous.  Mi- 
co  argues  that  getting  rid  of  redundrt 
marketing  operations  can  save  $1  bill  n 
a  year.  Analysts  also  point  out  tlit 
Wygod  has  been  hoarding  $750  milln 
in  cash  which  he  invests  in  securitie- 
a  big  bonus  for  any  acquirer.  But  wlit 
of  Prescriber's  Choice?  Merck  isn't  I 
actly  going  to  demand  discounts  of:- 
self.  Several  drugstore  chains  hse 
threatened  to  substitute  rival  drugs  r 
Merck's  if  the  deal  goes  through. 

Merck  has  locked  Wygod  in  for  thie 
years  to  help  smooth  things  out.  Wilt 
will  happen  after  that  remains  to  e 
seen.  Some  industry  watchers  speit- 
late  that  if  Vagelos  does  leave,  the  cci 
pany  might  then  name  a  Merck  veterfi 
president  and  CEO,  while  Wygod  woii 
be  named  chairman.  The  rationale:  lie 
setup  would  play  to  Wygod's  strength: 
strategic  planning,  finance,  and  de- 
making,  while  isolating  him  from  R&, 

Weis,  who  has  known  Wygod  for  D 
years,  only  worries  that  his  pal  mijst 
have  trouble  with  Merck's  bureaucra 1 
"Marty  was  a  decision-maker  at  Medc" 
he  says.  "He  would  tell  executives  wl^ 
he  wanted  and  expected  them  to  fines 
way  to  do  it.  The  board  went  along  w| 
most  of  his  decisions.  We  felt  he  wk 
right."  Merck's  board  is  likely  to  askj 
few  more  questions,  but  one  thing  is  I 
ready  clear:  Marty  Wygod  will  havei 
big  role  in  Merck's  future,  and  no  matt' 
how  hard  he  tries  to  restyle  his  ima£, 
he  isn't  likely  to  change  his  stripes. 

By  Michael  Schroeder  in  Montvdi 
N.J.,  with  Joseph  Weber  in  Philadelph 


What 

American  Business 


The  Business  Week  Symposium  of  Chief  Executive  Officers 

The  Willard  Hotel,  Washington,  D.C.,  October  20th  -  22nd,  1993 

For  the  sixth  consecutive  year.  Business  Week  is  proud  to  present  the  most  prestigious  executive  gathering  in  corporate 
America.  The  Business  Week  Symposium  of  Chief  Executive  Officers,  an  invitation-only  gathering  of  this  country's 
leadership  elite.  Each  year,  a  select  group  of  CEOs  meet  to  confront  new  challenges  of  industry  and  state. 

As  in  past  years,  this  conference  presents  a  rare  sponsorship  opportunity  -  a  chance  to  be  a  participant  in  corporate  history  as 
its  being  made.  The  CEOs  will  trade  their  insights  on  a  dramatic  agenda  of  critical  issues,  including  The  Transformation  of 
Corporate  Structures,  Managing  the  Creative  Coiporate  Culture  and  The  Education  Deficit. 

The  Business  Week  Symposium  of  Chief  Executive  Officers.  This  is  what  American  Business  is  coming  to. 
Speakers  will  include: 


George  B.  Bennett 

Chairman  and  CEO 
Symmetrix,  Inc. 


Paul  Fireman 

Chairman  and  CEO 
Reebok 


Robert  D.  Kennedy 

Chairman  and  CEO 
Union  Carbide 
Corporation 


Dana  Mead 

President 
Tenneco 


Eckhard  Pfeiffer  Bert  C.  Roberts.  Jr. 

President  and  CEO  Chairman  and  CEO 

Compaq  Compnter  MCI  Communications 

Corporation  Corporation 


Presented  in  association  with: 
BMW  •  Compaq  Computer  Corporation  •  MCI  Communications  Corporation  •  Symmetrix,  Inc. 

A  limited  number  of  additional  sponsorship  positions  are  available. 
Call:  William  H.  DeGraff.  Director  of  Sales,  Business  Week  Str  ategic  Programs,  212.512.6012. 
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GERSTNER 

ON  HIS 

BACKGROUND: 

"I  decided  early  on 
that  I  was  not 
going  to  apologize 
for  my  lack  of 
knowledge  of  IBM 
technology.  When 
they'd  say  XX42D, 
I'd  say  'What  does 
that  do  to  help 
customers?' " 


On  this  sunny  Sept.  9,  the  platform  in  the  ballroom  of 
the  Falls  Church  (Va.)  Marriott  hotel  is  swathed  in 
IBM's  signature  royal  blue.  Nearly  a  thousand  talking, 
laughing  iBMers— bused  and  vanned  in  from  an  area 
stretching  from  Richmond  to  Baltimore— fill  row 
upon  row  of  chairs.  Just  before  3:30  p.m.,  Louis  V.  Gerstner 
Jr..  walks  in.  He  shakes  some  hands  and  is  introduced.  Stand- 
ing on  the  platform's  edge,  arms  across  his  chest,  he  launches 
into  what  is,  in  essence,  a  stump  speech. 

IBM's  new  chairman  is  on  the  road  again.  He  starts  with  a 
humorous  anecdote.  Next,  he  gives  his  analysis  of  IBM— its 
strengths  (world-class  technology,  extraordinary  people,  cus- 
tomers that  want  IBM  to  succeed),  and  weaknesses  (towering 
costs,  a  preoccupation  with  internal  processes,  and  slow- 
ness). "I  didn't  make  it  work  out  that  there  are  three 
strengths  and  three  weakness- 
es." Pause.  "But  on  an  IBM  foil, 
it  would  have  to  work  out  that 
way."  Foils— overhead  slides- 
were  used  in  every  Big  Blue 
presentation  until  he  arrived. 

Then  he  delivers  the  real 
punch  line:  "That  is  not  a  bad 
hand  to  play,"  he  says.  "The 
strengths  are  very,  very  hard 
to  duplicate.  And  the  weak- 
nesses, we  ought  to  be  able  to 
fix.  Because  it's  us." 

With  those  words,  Gerst- 
ner—who  left  r.ir  Nabisco 
Holdings  Corp.  to  take  over 
from  John  F.  Akers  on  Apr. 
1— just  about  sums  up  his  high- 
stakes  campaign  to  rescue  the  ■ 
ailing  $62  billion  computer  com- 
pany from  itself.  Few  question  the  raw  potential  of  the  tar- 
nished titan  of  Armonk,  N.Y.  But  having  watched  IBM  choke 
on  its  own  culture,  arrogance,  and  misguided  strategies, 
having  witnessed  eight  years  of  failed  remedial  efforts,  many 
wonder  whether  Gerstner,  or  anyone,  can  fix  Big  Blue. 

Gerstner  has  no  time  or  tolerance  for  such  doubts.  He's 
busy  rethinking  IBM,  top  to  bottom.  The  IBM  he  heads  is  a 
dysfunctional  company:  It  has  taken  $28  billion  in  write- 
offs since  1986  and  has  lost  money  for  the  past  three  quar- 
ters. Its  stock  is  off  75%  from  a  peak  of  176  in  1987.  To  suc- 
ceed, the  51-year-old  Gerstner 
must  mount  a  cultural  revolu- 
tion at  IBM:  He  must  convince 
250,000  employees  in  140 
countries  to  change  the  way 
they  think  and  act.  It's  the 
toughest  job  in  Corporate 
America  today. 

In  a  series  of  exclusive 
interviews  with  BUSINESS 
WEEK— in  Armonk,  in  Virgin- 
ia, aboard  an  IBM  Gulfstream 
IV  jet,  and  preceding  a  two- 
day  strategic-planning  confer- 
ence in  Palisades,  N.Y.,  on 
Sept.  19— Gerstner  discussed 
his  days  at  IBM.  He  let 
BUSINESS  WEEK  accompany 
him  on  a  typical  outing— a 
tour  of  IBM's  Falls  Church  of- 
fices and  laboratory  and  a 
town  meeting  with  the  Mid- 
Atlantic  sales  region's  employ- 


ON  ORGANIZATION: 

"We  had  poor 
performance  and 
centralization,  and 
someone  drew  a  line 
and  said  Hve're 
going  to  have  good 
performance  and 
decentralization.' 
It's  a  simplification 
I  don't  accept." 


AT  THE 
COMPANY'S 
MAIN  OFFICE  IN 
ARMONK,  N.Y. 
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ON  ORGANIZATION: 

"In  Europe,  the  firsi 
question  I  got  was, 
Sve  understand 
you're  not 
comfortable  with  thi 
traditional  IBM 
concept  of 
sovereignty.'  And  I 
said,  'gee,  I  didn't 
know  that  -  where's 
my  throne?' " 


ON  THE  WAY  TO 
A  CONFERENCE 
OF  CUSTOMERS 
IN  BELGIUM 


ees.  And  he  shared  videotapes  of  other 
meetings  he  had  with  employees  and  cus- 
tomers. By  his  count,  he  has  talked  to 
"thousands"  of  customers  and  20,000 
workers— a  sign  of  the  urgency  he  feels. 

The  pressure  on  him  comes  from  far 
beyond  Wall  Street.  Boeing  Co.  Chair- 
man Frank  A.  Shrontz  has  warned  Gerst- 
ner  that  the  nation's  No.  1  exporter  can't 
build  airplanes  without  IBM  computers. 
Ford  Motor  Co.  Chairman  Harold  A.  Pol- 
ing told  him  that  "we  are  so  dependent 
on  IBM  that  your  success  is  almost  as 
important  as  our  own."  And  Nobel  prize- 
winning  geneticist  Joshua  Lederberg  re- 
cently grabbed  the  IBM  ceo  at  a  meeting 
in  New  York,  poked  him  in  the  chest, 
and  said:  "Do  you  know  that  you  have 
one  of  the  great  technical  treasures  in 
the  world  at  IBM?  You  better  not  blow  it." 

His  task  is  all  the  more  difficult  be- 
cause Gerstner— unlike,  say,  Microsoft  Corp.'s  William  H. 
Gates  III  or  Intel  Corp.'s  Andrew  S.  Grove— is  no  expert  on 
technology.  With  a  background  as  a  consultant  at  McKinsey, 
president  of  American  Express,  and  CEO  of  rjr,  Gerstner 
sees  the  challenge  as  a  management  problem.  The  technolo- 
gy IBM  develops  is  as  good  as  any  rival's,  he  insists.  So 
he's  out  to  cut  costs,  slash  IBM's  bureaucracy,  get  products  to 
market  fast,  and  turn  Big  Blue  into  a  customer-driven  enter- 
prise. If  he  does  that,  he  reasons,  IBM's  scientists  and  engi- 
neers will  deliver  high-quality  products 
that  will  help  customers  run  their  busi- 
nesses better. 

Critics  may  doubt  that— and  Gerstner 
knows  that  IBM  can't  rest  on  its  techno- 
logical laurels.  He  recently  implemented 
what  he  calls  "one  of  the  most  important 
things  I've  done."  Instead  of  relying  on  a 
chief  technologist,  as  IBM  has  done  in  re- 
cent years,  Gerstner  created  a  technolo- 
gy-assessment system.  Now,  teams  of  ex- 
perts from  throughout  the  corporation's 
empire  will  come  together  to  review  cur- 


rent and  emerging  technologies.  Gerstner  himself  will  (i 
these  efforts. 

Much  else  has  happened  in  the  six  months  since  Gersl 
replaced  Akers,  who  threw  in  the  towel  after  eight  yeal 
IBM's  executive  suite.  Gerstner  has  reversed  Akers'  plarl 
split  the  company  into  autonomous  units  and  has  sel 
task  forces  to  explore  growth  opportunities.  He  has  ordl 
more  layoffs  and  cost-cutting.  He  restructured  senior  mar| 
ment  and  changed  the  way  some  executives  are  paid.  He 

begun  reenginee 

ON  IBM  CULTURE: 

"I  have  never  seen  a  company  that  is  so 
introspective,  caught  up  in  its  own 
underwear,  so  preoccupied  with  internal 
processes....People  in  this  company  tell  me 
it's  easier  doing  business  with  people 
outside  the  company  than  inside.  I  would 
call  that  an  indictment." 


IBM's  vast,  bur 
cratic  maze.  Am 
has  promised 
IBM  will  execut( 
strategies  bette 
But  the  w 
isn't  impres 
IBM's  stock  pric( 
mains  stubbornl 
the  40s— partly 
cause  Gerstner 
kept  his  activi 
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[PRESENTATIONS: 

j  lave  never  seen  foils  [slides]  like  in  this  company.  There  must  be  a  manual  that  says 
I  ry  foil  must  have  4  circles,  2  squares,  2  triangles,  16  arrows,  and  as  many  of  them  as 
!  isible  should  be  three  dimensional  -  with  shading  -  and  at  least  4  colors." 


r  wraps.  Critics,  seeing  cost-cutting  as  Gerstner's  pri- 
r  tangible  achievement,  want  more, 
irstner's  plans,  in  reality,  are  anything  but  one  dimen- 
1.  As  he  plots  IBM's  future,  he's  relying  on  a  broad  but 
le  conviction:  Since  information-technology  products  are 
ng  out  with  increasing  frequency,  even  knowledgeable 
imers  need  help  sorting  out  the  confusion.  That  trend,  he 
ves,  will  favor  IBM,  with  its  broad  product  line  and 
dwide  reach. 

/e  must  become  the  premier  solution-provider  to  our  cus- 
:rs,"  he  says.  That's  why  Gerstner  will  keep  Big  Blue  in- 
offering  hardware,  software,  systems,  and  services, 
vhy  he  plans  to  develop  a  cadre  of  people  with  expertise 
lecific  industries  who  will,  when  necessary,  recommend 
products  if  IBM's  don't 


sure  up.  But  Gerstner 
excluding  customers 
want  less  from  IBM. 
says  he'll  let  custom- 
decide  the  relation- 
— down  to  the  use  of 
11-free  phone  line  for 
ring  virtually  any  IBM 
luct. 

erstner's  "solutions" 
is  hardly  a  new  notion 
imputer  marketers— or 
BM.  And  even  if  the 
CEO  does  better  than 
predecessors  in  instill- 
this  approach,  skeptics 
stion  whether  custom- 
will  trust  IBM  or  any 
>,r  hardware  maker  to 
truly  impartial  when 
jesting  the  best  solu- 
s  (page  96). 

a  response,  Gerstner 
5  the  skeptics  to  wait 

see.  "What  I'm  trying 
lo  is  deliver  results  not 
mises,  results  not  vi- 
i,  results  not  concepts," 
says.  "The  world  is  cyn- 

about  IBM's  promises." 
dfics  will  come  later.  Still,  as  he  prepared  to  lead  the 
itegy  session  on  Sept.  19,  he  continued  to  talk  freely 
ut  his  tenure  at  IBM. 

f  the  new  job  weighs  heavily  on  Gerstner,  he  barely 
shows  it.  Ever  intense,  he  seems  energized  by  the  chal- 
lenge. He  regularly  strides  down  the  tangerine-carpeted 
s  of  IBM  headquarters  in  shirtsleeves  to  find  someone  he 
3t  see  at  that  very  moment— to  the  surprise  of  staffers 
d  to  being  summoned  for  scheduled  sessions  with  CEOs 
3  rarely  left  the  corner  office.  "Before,  there  was  no  im- 
mptu  anything,"  says  a  veteran  iBMer. 
)nly  the  fishbowl  aspect  of  the  job  annoys  Gerstner.  De- 
ibing  a  recent  visit  to  his  father  in  the  hospital,  he  says 
dad  complained  about  being  stuck  frequently  with  nee- 
s.  "'Why  do  they  keep  doing  this?'  he  asked  me,"  Gerstner 
lembers.  "And  I  said  I  feel  the  same  way." 


WHAT  GERSTNER  HAS  ACCOMPLISHED  SO  FAR 


STRATEGY  Plans  to  keep  IBM  together,  offering  hardware,  software, 
and  services  to  provide  "solutions"  for  customers,  big  and  small. 
Started  boosting  industry-specific  expertise.  Formed  1 2  task  forces 
at  a  strategic  planning  session  in  late  May  in  order  to  study  growth 
opportunities. 


TECHNOLOGY  Set  up  a  new  technology-assessment  system  in  which 
teams  from  around  the  company  will  come  together  to  make  judg- 
ments about  technology. 

COST-CUTTING  Ordered  35,000  additional  layoffs  and  established 
nine  task  forces  to  trim  $1 .75  billion  from  overhead  in  such  areas 
as  information  systems,  inventory  management,  purchasing,  and 
transportation. 


NEW  HIRES  Brought  in  a  new  chief  financial  officer,  Jerome  York, 
from  Chrysler  and  a  new  senior  vice-president  for  human  re- 
sources and  administration,  Gerald  Czarnecki,  from  Bank  of 
America-Hawaii. 


MANAGEMENT  STRUCTURE  Set  up  a  new  1 1  -member  executive 
committee  to  promote  greater  corporate  cooperation  and  formed  a 
34-member  worldwide  management  council  that  will  discuss  oper- 
ating results  and  company  practices  and  problems. 

PAY  Set  up  a  new  compensation  program  that  rewards  top  manag- 
ers for  companywide  performance  rather  than  an  individual  unifs. 


DATA:  BUSINESS  WEEK 


So  might  IBM— with  Gerstner  the  master  prober.  Upon 
his  arrival,  Gerstner  asked  each  of  IBM's  13  division  chiefs  to 
write  a  10-page  report  detailing  the  business  environment 
and  critical  issues  the  unit  faced.  He  then  spent  a  half  day 
going  through  each  business  unit  with  its  senior  staff.  He 
flew  to  Europe,  visiting  four  countries  in  five  days.  Also  on 
his  agenda:  lunch  with  former  ceo  Thomas  J.  Watson  Jr.,  the 
founder's  son,  and  talks  with  former  CEOs  Akers,  John  R. 
Opel,  and  Frank  T.  Cary.  He  put  in  time  reading  letters  from 
customers  and  E-mail  in  which  employees  poured  out  their 
thoughts  and,  sometimes,  their  hearts. 

"For  the  first  month,  I  listened,  and  I  tried  very  hard  not 
to  draw  conclusions,"  he  says.  Even  so,  Gerstner's  mind 
tended  to  race  ahead.  He  woke  up  nearly  every  night  at  3 

a.m.  "with  an  answer  that 
was  clear.  By  6:30,  it  was 
murky  again."  Before  long, 
Gerstner  was  making  in- 
itial judgments:  "I  knew  I 
had  about  30  days  before  I 
had  to  start  saying  some- 
thing, and  that's  when  I 
came  out  with  the  four 
priorities." 

On  Apr.  21,  Gerstner 
told  his  top  24  managers 
that  the  company  was  go- 
ing to  concentrate  on 
"right-sizing,"  developing 
strategic  directions,  im- 
proving employee  morale, 
and  "bear-hugging"  cus- 
tomers. The  last  served  a 
second  purpose,  aiding 
Gerstner's  fact-finding:  In 
each  of  the  next  three 
months,  he  ordered  every- 
body in  the  room  to  meet 
with  five  customers,  both 
large  and  small.  Each  of 
their  subordinates  was 
told  to  do  the  same.  He 
instructed  everybody  to 
send  him  a  report  on  each 
of  these  visits— which  he 


took  home  to  read  each  night. 

Gerstner  revealed  his  priorities  publicly  on  Apr.  26  at 
IBM's  annual  meeting  in  Tampa.  The  confab,  packed  with 
2,300  shareholders,  was  his  official  debut.  It  was  no  party. 
Angry  attendees  lashed  out  at  IBM's  board.  For  two-and-a-half 
hours,  Gerstner  took  questions.  Answering  one,  he  revealed 
that  he  would  not  split  IBM  into  freestanding  Baby  Blues— his 
first  break  with  Akers'  plans. 

By  mid-May,  Gerstner  had  finished  his  initial  internal 
fact-finding.  Much  of  what  he  found  he  didn't  like:  Personnel, 
compensation,  data-processing,  and  other  administrative  sys- 
tems were  a  mess.  IBM  was  hamstrung  by  internal  wrangling 
among  units.  Oversight  by  headquarters  strangled  action. 
Some  dealings  required  18  signatures.  It  was  "bureaucracy 
run  amok,"  he  later  said. 

Continuing  on  his  information-gathering  mission,  Gerstner 
now  went  outside  IBM.  He  consulted  with  the  heads  of  most 


STORY 
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major  U.  S.  information-technology  companies— Gates  and 
Grove  among  them.  He  talked  with  other  top  executives.  The 
longest  session— six  hours— was  with  John  F.  Welch  Jr.,  CEO 
of  $57  billion  General  Electric  Co.  Gerstner  wanted  to  know 
how  Welch  leveraged  ge's  size  without  being  stymied  by  it. 
Welch  calls  it  "making  'big'  pay." 

As  these  thoughts  swirled  in  Gerstner's  mind,  he  con- 
vened his  first  planning  forum,  a  two-day  affair  in  Chantilly, 
Va.  There,  Gerstner  set  up  task  forces  to  study  12  areas  of 
strategic  concern  (table).  Covering  product  areas,  such  as 

ON  MARKETING: 

"OS/2  2.L...Why  couldn't  we  call  it 
Wagoneer-or  Cobra?  Something  more 
exciting  than  OS/2  2.L  It  would  be  hard  to 
make  a  jingle." 

multimedia  and  software,  and  other  opportunities,  such  as 
customer  service,  the  titles  show  how  Gerstner  first  viewed 

IBM's  future.  Now,  he  says  the  groupings  "weren't  perfect  

But  I  didn't  want  to  wait  six  months  to  define  the  issues  ex- 
actly right."  Gerstner  says  two  of  the  12— he  won't  say 
which— were  resolved  during  the  Sept.  20-21  strategy  session. 
Two  more  replaced  them. 

Gerstner  stayed  a  day  longer  in  Chantilly.  U.  S.  sales 
chief  Robert  J.  LaBant  was  hosting  a  200-customer  forum  on 
May  19,  and  Gerstner  kicked  if  off  with 
these  words:  "One  of  the  most  important 
things  I  can  say  to  you  is  there  is  now  a 
customer  running  IBM."  He  promised  to  fo- 
cus on  delivering  value  and  quality.  At- 
tendees, having  heard  much  of  this  before, 
asked  tough  questions.  They  didn't  hide 
their  disappointment  with  IBM's  past  rescue 
plans,  either.  Louis  Valente  from  SmithK- 
line  Beecham  PLC  asked  Gerstner  when 
customers  could  expect  change.  "Now. 
We're  going  to  put  a  blowtorch  to  these 
things,"  Gerstner  vowed. 


June  was  filled  with  more  meetings, 
more  trips.  On  the  Fourth  of  July, 
Gerstner  flew  to  Tokyo  to  meet  cus- 
tomers. When  he  got  back,  he  faced  sever- 
al major  decisions,  as  IBM  prepared  to  re- 
port second-quarter  earnings  on  July  27. 
The  largest:  a  write-off  to  cover  restructur- 
ing. Gerstner  spent  a  week  looking  at  IBM's 
financial  outlook  through  1995.  He  huddled 
often  with  Jerome  B.  York,  the  new  chief  fi- 
nancial officer. 

They  had  plenty  to  chew  on.  IBM's  gross 
margins  had  sunk  from  55%  in  1990  to  40%, 
or  about  industry  average,  in  1993.  Mean- 
while, its  operating  expenses  hovered 
around  30%  of  sales.  Throw  in  research 
outlays,  and  IBM  was  spending  42%  of  sales 
on  expenses  in  1992  vs.  31%  spent  by  ri- 
vals. Unable  to  charge  its  once  standard 
premium  prices,  IBM  started  posting  operat- 
ing losses  in  late  1992. 

One  day,  York  walked  into  Gerstner's  of- 
fice with  some  surprising  numbers.  While 
IBM  was  slashing  its  work  force  by  120,000, 
other  outlays  had  skyrocketed.  Using  num- 
bers from  the  first  half  of  1993,  annual- 


ON  STRATEGY: 

"We've  got  to 
eradicate  out  of 
anybody's  mentalit 
in  IBM  that  we  don 
cannibalize  our 
product." 


PONDERING 
BIG  BLUE'S  FUTURE 

In  May,  Gerstner  created  12 
strategic  task  forces  and  charged 
them  with  exploring  ways  to  get 
IBM  growing  again.  His 
candidates,  secret  until  now, 
reveal  how  he  views  the  future: 


CLIENT-SERVER  COMPUTING 

(THE  LINKING  OF  SMALL  AND  LARGE  COMPUTERS) 

MULTIMEDIA  AND  MOBILE 
COMPUTERS 

INCLUDING  LAPTOPS,  NOTEBOOKS,  AND  WIRELESS 
TECHNOLOGIES 

NETWORKING  SERVICES 
OTHER  SERVICES 

FOR  EXAMPLE,  SYSTEMS  DESIGN;  DATA 
PROCESSING,  AND  MAINTENANCE 

HARDWARE  ARCHITECTURE 

FOCUSING  ON  "POWER  ARCHITECTURE"  (THE  USE 
OF  IBM'S  POWERPC  CHIP  IN  BROAD  APPLICATIONS) 

SOFTWARE  ARCHITECTURE 

WITH  AN  EMPHASIS  ON  OPERATING  SYSTEMS 

APPLICATION  SOFTWARE 
OTHER  SOFTWARE 

(FOR  EXAMPLE,  DATA-BASE  SOFTWARE)  ' 

SEMICONDUCTORS 
CUSTOMER  SATISFACTION 
COMPETITIVE  EVALUATION 
DISTRIBUTION  CHANNELS 

DATA:  BUSINESS  WEEK 


ized,  York  had  found  that 
while  personnel  costs 
dropped  by  $3  billion  from 
1990,  other  expenses  had 
jumped  by  $7  billion.  Too 
much  inventory  was  being 
written  off.  Benefits,  war- 
ranty, and  purchasing  ex- 
penses were  rising.  Data 
processing  was  costing  IBM 
7%  of  sales,  vs.  an  average 
of  about  2%  at  other  U.S. 
companies.  IBM's  ceo  nearly  fell  off  his  chair. 

Worse,  York  couldn't  determine  why  it  had  happ* 
The  costs  were  spread  around  13  operating  units.  And 
IBM  was  decentralized  in  late  1991,  management  didn't 
its  data-gathering  system.  York  and  Gerstner  estabh 
nine  task  forces  to  study  IBM's  information  systems,  inv 
ry  management,  purchasing,  transportation,  and  other  ac 
istrative  areas.  Reports  are  due  at  the  end  of  Septemt 
Meanwhile,  the  two  worked  backward  from  the  num 
IBM  collects  about  its  rivals.  To  get  costs  in  line  with  or 
ter  than  theirs,  they  figured  IBM  has  to  cut  $7  billion  froi 
expenses  by  1995.  About  $5.25  billion  will  come  fror 
ready  announced  work-force  cuts  and  operating  efficien 
The  task  forces  will  find  the  remaining  $1.75  billion  in  ( 
head.  For  now,  IBM  plans  no  more  layoffs  or  write-offs. 
Gerstner  released  the  $7  billion  cost-cutting  goal  on 
27,  as  well  as  second-quarter  results  an 
$8.9  billion  write-off.  That's  when  he  n 
his  first  mistake.  Speaking  at  New  Y( 
St.  Regis  hotel,  Gerstner  told  the  pi 
"There's  been  a  lot  of  speculation  a 
when  I'm  going  to  deliver  a  vision, 
last  thing  IBM  needs  right  now  is  a  vi: 
What  IBM  needs  right  now  is  a  serie 
very  tough-minded,  market-driven,  hi 
effective  strategies  in  each  of  its  busir 
es."  He  was  hammered.  Some  news  rep 
printed  only  the  middle  sentence.  Cri 
including  many  customers,  had  a  field 
Gerstner  has  his  reasons:  "I  could  s] 
a  lot  of  time  focusing  this  company 
mission  statement,  and  [employees]  w< 
love  it.  There  would  be  debate  instea 
action,  when  the  most  important  thing 
had  to  do  was  implement  better  and  si 
er.  I  want  to  stay  away  from  abstract 
and  deal  with  the  marketplace." 

That  won't  satisfy  the  doubters,  thoi 
And  Gerstner  keeps  getting  nagged.  W 
one  employee  asked  about  it  at  a  mid- 
gust  town  meeting,  Gerstner  blurted 
"Our  mission  is  to  be  the  most  succes 
information-technology  company  in 
world.  O.K.,  you  want  a  vision  statem* 
Fine,  we  got  it,  now  let's  go  back  to  wo 
All  the  while,  Gerstner  was  calling 
customers  and  chatting  by  phone  wit! 
least  two  a  day.  Inside  IBM,  too,  he  gra 
ally  has  been  working  his  way  aroU 
striving  to  be  "visible,  showing  what  d 
this  new  guy  look  like  and  sound  like." 

Gerstner  usually  begins  a  site  visit  v 
a  management  meeting,  often  over  a  m 
He  goes  around  the  table  asking  each  \ 
son  what  exactly  he  or  she  does.  Then, 
probes.  "He  uses  a  Columbo-style,"  s 
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"I  need  help 
finding  an  alternative 
to  low  CD  rates." 


With  CD  rates  so  low,  you  may  be  wondering  whether  you 
can  afford  to  tie  up  your  money  while  earning  so  little.  There 
are  mutual  fund  alternatives  that  offer  greater  return  potential  if 
you  are  willing  to  assume  even  a  small  amount  of  risk  And 
Fidelity's  Savings  Transfer  Service  is  designed  to  both  help 
you  learn  more  about  your  options  and  to  easily  transfer  your 
maturing  CD  proceeds  to  the  Fidelity  fund  that  best  meets 
your  needs. 

Choose  the  Easiest  Way 
to  Help  Your  Money 
Work  Harder 

Today,  CD  rates  won't  even  let  you 
keep  pace  with  inflation.  That's  why, 

now  more  than 

Can  CDs  Meet  Your  Needs?  ever,  it  may  be 

time  to  begin 
investing  for 
higher  potential 
returns.  Before 
you  roll  over 
your  CD,  call 
us  to  find  out 
how  our 

Savings  Transfer  Service  can  help. 

Our  Savings  Transfer  Service  starts 
by  providing  you  with  the  information 
you  need  to  choose  an  alternative. 


10%  r 


Fidelity  Gives  You  The 
Tools  You  Need 

You'll  receive  our  free  guide, 
Alternatives  to  Law  Bank  Rates, 

which  outlines  what  you  need  to  know 
to  invest  for  higher  returns.  This  guide 
also  includes  a  discussion  of  specially 
selected  mutual  funds  that  may  be 
right  for  investors  who  want  to  invest 
fairly  conservatively. 

And,  you'll  learn  how 
easy  our  Savings  Transfer 
Service  makes  it  to 
transfer  savings  directly 
from  your  bank  to  the 
Fidelity  mutual  fund  of 
your  choice  —  without 
losing  interest. 

For  more  than  45  years,  Fidelity 
has  been  helping  people  like  you 
invest  in  their  futures.  Call  us  today 
and  ask  about  our  Savings 
Transfer  Service.  And,  if  you  want 
to  transfer  retirement  savings,  ask 
for  our  Retirement  Transfer  Kit. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


Fidelity 


Investments" 

Common  sense.  Uncommon  results. 


Unlike  CDs,  mutual  funds  are  not  insured  or  guaranteed  by  the  U.S.  government.  Share  prices  will  vary,  and  you  mav  have  a  gain  or  loss  when  you  sell  your  shares. 
The  chart  illustrates  six-month  CD  rates  according  to  BANK  RATE  MONITOR™  and  the  annualized  Consumer  Price  Index  (CPI)  as  reported  by  the  U.S.  Department  of 
Commerce.  CPI  figures  for  each  period  reflect  any  adjustments  made  by  the  Department  of  Commerce  subsequent  to  their  initial  release.  For  more  complete  information 
on  any  Fidelity  fund,  including  management  fees  and  expenses,  call  for  a  prospectus.  Re-ad  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 
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ON  SALES: 

"The  concept  oj 
one  face  to  the! 
customer  endel 
a  long  time  ago; 
and  everybody! 
knows  it." 


Bond  Isaacson,  director  of  marketing  for  IBM's  Mid-Atlantic 
sales  region.  "He'll  say  'Help  me  with  this— it  just  doesn't 
make  sense  that ..."  It's  effective  because  it  gets  people 
talking." 

To  get  to  the  rank  and  file,  he  sets  up  separate  meetings 
without  managers  and  tours  plants  or  offices.  Finally,  he 
takes  to  the  hustings  in  mass  gatherings,  leaving  about  90 
minutes  for  questions.  He  uses  these  exercises  "to 
test-market  my  ideas." 


Back  in  Armonk,  Gerstner  kept  noodling  over 
organizational  issues.  Outsiders  suggested 
more  decentralization,  which  worked  well 
with  IBM's  PC  company.  But  that,  he  worried,  might 
worsen  IBM's  paralyzing  turf  battles. 

For  a  few  days  in  mid-August,  he  decided  to 
go  home  at  midday,  taking  papers  to  read  in  his  li- 
brary. "I  was  wrestling  with  decentralization  be- 
cause at  heart  I'm  a  decentralizer,"  he  recounts. 
"But  as  I  was  looking  at  mail  and  customer  re- 
ports, it  became  increasingly  clear  to  me  that  the 
real  issue  of  effectiveness,  of  winning  in  the  mar- 
ketplace, was  finding  ways  to  make  the  company  m^m^m 
work  horizontally." 

To  thrive,  he  believes,  IBM  must  spread  its  technology 
across  product  lines— for  example  by  using  the  PowerPC 
chip  throughout  its  computer  line.  It  has  to  design  products 
and  systems  that  will  meet  customer  needs,  not  just  sell 
technology  for  technology's  sake— and  not  become  merely  a 
services  company.  Finally,  it  must  leverage  its  global  size. 
Says  Gerstner:  "When  a  manufacturing  company  in  Spain 
looks  to  IBM  for  a  solution  to  a  problem,  they  expect  us  to 
bring  the  best  of  IBM  worldwide  to  it,  not  just  the  experience 
of  IBM  Spain."  It  would  be  foolhardy  to  break  into  Baby 

ON  TECHNOLOGY: 

"We  don't  have  to  worry  about  technology. 
That  makes  me  feel  good....  If  that  had  been 
the  problem,  then  I'm  the  wrong  guy,  and  I 
should  be  running  Kodak  or  something." 


ON  THE  PAST: 

"As  far  as  the 
culture  goes, 
I  haven't  been 
spending  time 
looking 
back... 
because  I 
don't  want  it 
to  get  me." 


FIELDING  QUESTIONS 
FROM  A  BRITISH 
CUSTOMER  OVER 
DINNER 


Blues.  It  would  also  be  an  acknowledgement  of  manB 
ment  failure. 

Since  this  breakthrough,  Gerstner  has  been  design 
ways  to  decentralize  what  he  calls  "the  things  that  mattm 
running  a  business"  but  reinforce  the  things  that  beiB 
from  size.  That  means  decentralizing  some  things  and  cen» 
izing  others.  "We're  going  to  be  complicated— there  \M 
simple  solution,"  he  says.  So  while  unit  manajB 
can  expect  to  define  their  customers,  design  tl 
own  products,  manage  most  of  thejr  costs,  and! 
prices,  they'll  be  expected  to  cooperate  rm 
on  such  issues  as  technology  and  product  1 
nouncements. 

To  make  IBM  more  cohesive,  Gerstner  on  Si 
13  announced  two  changes  in  management  stm 
ture.  He  created  an  11-member  executive  pal 
composed  largely  of  operating  chiefs,  to  ml 
them  find  ways  to  work  together  better.  He  I 
already  chaired  its  first  meeting.  Over  lunch 
Sept.  10,  they  talked  through  several  issues,  s 
as  the  sharing  of  intellectual  property.  Gerst 
also  changed  the  way  panel  members  are  p 
Pay  will  now  depend  on  companywide  resi 
not  unit  numbers.  By  1995,  IBM  will  alter  c 
pensation  for  another  100  to  200  top  managers. 

Next,  he  borrowed  from  Welch.  Gerstner  had  stop 
convening  IBM's  powerful  three-member  management  comi 
tee,  which  set  broad  company  policy  and  made  many  ope 
ing  decisions.  In  its  place,  copying  GE's  corporate  execut 
council,  he  instituted  a  "worldwide  management  coun< 
Its  34  members— operating  chiefs,  geographic  managers, 
staff  heads— will  meet  four  or  five  times  a  year  to  annou 
operating  results,  compare  practices,  problems,  and  S( 
tions,  and  thrash  out  companywide  initiatives. 

In  August,  Gerstner  tinkered  with  one  more  bit  of  IB 
structure:  He  set  up  the  new  technology-assessment  s 
tern.  When  former  IBM  President  and  Chief  Technolog 
Jack  D.  Kuehler  retired  in  August,  Gerstner  decided  not 
replace  him.  Instead,  field  experts— not  staff  in  Armonk— \ 
now  guide  technology  investments.  To  enhance  his  rcl 
Gerstner  has  already  visited  IBM's  main  lab  in  Yorkton 
Heights,  N.Y.  three  times. 

Gerstner  doesn't  believe  these  new  structures  are  enoup 
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^NY  EXPRESS  COMPANY 
CAN  FIND  TOPEKA. 
*Jry  THE  SUBURBS  OF 

Abu  Hadriyah.  LJ 


I 


ToPEKA?  NO  PROBLEM.  BUT  WHAT  ABOUT 
A  TOWN  IN  THE  MIDDLE  EAST?  BIG  PROBLEM. 

Unless  you  use  DHL.  Because  only  DHL 
uses  its  own  Local  people,  with  local 
know-how,  to  deliver  packages  to  places 
as  different  as  cairo  or  abu  hadriyah. 
Which,  of  course,  is  right  up  the  desert 
from  al  mubarraz. 
1-800- 


i 


LOB,  ANYONE? 

Like  any  outsider,  Lou  Gerstner  had  to 
learn  a  new  language  when  he  joined 
IBM.  But  he  struck  back  on  Sept.  13, 
banishing  the  term  LOB — line  of 
business — to  make  IBM  more  "customer- 
friendly.  "  Product  units  will  now  be  called 
divisions.  A  look  at  IBM's  lexicon  shows 
that  Big  Blue's  CEO  has  a  lot  more  work 
to  do. 

ALL  OVER  THE  FLOOR  A  situation  that  has 
gone  out  of  control,  as  in  "this  product 
announcement  is  all  over  the  floor." 

THE  APPLE  ORCHARD  (OR,  THE  ORCHARD) 

IBM's  Armonk  (N.Y.)  corporate  headquarters, 
which  was  once  an  apple  orchard. 

BIG  IRON  Mainframe  computers. 

BOIL  THE  OCEAN  To  exercise  vigorously 
every  possible  option  to  resolve  an  issue,  as  in 
"he's  really  boiling  the  ocean  on  that  problem." 

DATA:  BUSINESS  WEEK 


BUCK  IT  UP  TO  CHQ  To  send  an  issue  to  the 
corporate  headquarters  for  resolution. 

CRISP  UP  To  improve  a  foil  (overhead  slide) 
presentation. 

DOWN-LEVEL  VERSION  A  document  that's  no 
longer  relevant,  as  in  "he's  working  from  a 
down-level  version." 

FLATTEN  To  resolve  an  issue,  as  in  "we  have  to 
flatten  this  before  tomorrow's  meeting." 

GOAT-ROPING  A  gathering  of  the  key  players 
needed  to  resolve  an  issue,  as  in  "well  have  to 
have  a  goat-roping  on  this  PC  pricing  strategy." 

HYPO  A  high-potential  employee,  generally 
destined  for  management. 

LEVEL-SET  To  give  a  brief  summary  at  the 
outset  of  a  meeting,  as  in:  "Before  we  begin,  let 
me  level-set." 

NONCONCUR  To  disagree. 

ONE  PERFORMER  An  employee  with  IBM's 
top  performance  rating,  as  in  "Mary  is  a 


real  one  performer."  Opposite:  Four  check,  il 
employee  with  IBM's  lowest  performance  ji 
rating  who  could  be  fired  if  he  doesn't  impna 
in  a  brief  time  period,  known  as  the  "measuikd 
mile." 

PROFS  Professional  Office  Systems,  IBM's  I 
internal  electronic  mail  system.  Also  used  a:L 
verb,  as  in  "PROFS  me  on  that." 

PUSHBACKA  nonconcurrence,  as  in  "I  toolq 
the  issue  past  Al,  but  I  got  a  lot  of  pushbacklb 

RESWIZZLE  To  improve  something,  as  in 
"Frank's  boss  asked  him  to  reswizzle  his  foiH 
Synonym:  To  tweak. 

SPEEDS  AND  FEEDS  Technical  specification* 
of  products,  as  in  "Give  me  the  speeds  and  ft 
feeds  of  that  new  workstation." 

TAKE  IT  OFF-LINE  To  discuss  an  issue,  usual), 
on  a  one-on-one  basis,  after  a  meeting. 

TALK  TO  THE  FOILS  To  give  a  presentation  * 
ing  an  overhead  projector. 


gage  him.  Colleagues  also  admire  his  devotion  to  his  famjw 
his  wife  Robin  and  his  children,  Louis,  a  college  junior,  ■ 
Elizabeth,  a  freshman.  When  they  were  young,  GersiB 
always  left  work  early  on  report-card  day.  Even  now,  he  J| 
to  depart  around  6:30  p.m.,  usually  with  briefcases  of  pajr 
to  review  in  his  traditional  brick  home  in  Greenwich,  C<n 
On  weekends,  when  he's  not  golfing,  he  likes  to  pufet 
around  in  a  vegetable  garden.  He  regrets  not  having  nxt 
time  at  his  second  home,  in  Hobe  Sound,  Fla. 

But  Gerstner  never  lets  up— and  never  has.  He  grew  vM 
a  middle-class  Catholic  home  in  Mineola,  N.Y.,  the  secowoi 
four  sons.  Both  parents  worked.  Education  was  the  kejix 
success,  and  Gerstner  excelled  at  Chaminade  High  Scbl 
Dartmouth  College,  where  he  earned  a  degree  in  engineeiig 
magna  cum  laude,  and  Harvard  business  school.  He  did  ;st 
as  well  when  he  joined  the  work  force,  winning  accolades  >r 
his  marketing  and  strategic  skills. 

His  credentials  impressed  IBM's  search  committee.  So  id 
his  reputation  as  a  quick  study  whose  mind  rarely  strays  w 
from  business.  RJR  President  Lawrence  R.  Ricciardi  rennli- 
bers  their  first  trip  together,  when  both  worked  at  Am< 
The  pair  arrived  in  Brussels  and  went  for  a  walk.  While  1c- 
ciardi  was  taking  in  the  scenery,  he  noticed  that  "Lou  us 
walking  slowly  and  looking  at  all  the  storefront  window  1 
soon  realized  that  he  was  counting  American  Express  decs, 
to  see  what  percentage  of  stores  we'd  penetrated." 
Ricciardi  says  Gerstner  wanted  this  job:  "It  will  be  it 
business  story  of  the  decade,  c 
he's  got  an  opportunity  now  tkl 
he  didn't  have  at  American  Expr^ 
or  RJR.  They're  not  of  the  sa;t 
magnitude  as  redirecting  an  instil 
tion  like  IBM.  So  I  think  he's  fii'jd 
up." 


to  prompt  change  in  IBM's  ranks.  For  that,  he  wants  to 
manage  "by  principle  rather  than  procedure."  It's  a  hard-to- 
define  concept.  "It  means  when  a  situation  arises,  you  don't 
go  to  a  manual.  You  know  in  your  heart  and  head  what  to 
do."  To  ignite  this  cultural  revolution,  Gerstner  will  change 
IBM's  training  and  management-development  programs.  But 
he  struggles  to  define  what  else  he'll  do.  Finally,  he  says: 
"There  is  no  formal  way  to  change  attitudes.  It  takes  com- 
munication and  reinforcement." 

"It's  just  getting  out  and  being  me,"  he  adds— without  a 
trace  of  self-consciousness. 


L 


ou  Gerstner  is  not  an  immodest  man.  He  can  even  be 
unassuming.  Nearly  everyone  calls  him  Lou,  including 
liBMers  who  still  refer  to  "Mr.  Akers." 
But  Gerstner  does  speak  his  mind.  When  an  employee 
asked,  "how  are  you  going  to  compete  with  Microsoft?"  he 
bristled  and  said:  "I  would  have  preferred  if  you  had  phrased 
your  question,  'how  are  we  going  to  compete  with  Micro- 
soft?' "  His  friend,  Vernon  R.  Jordan,  recounts  how,  on  a 
fly-fishing  trip  to  Alaska  in  1992,  Gerstner  was  his  roommate. 
"He  would  wake  me  up  because  he  said  I  was  snoring  and  it 
was  disturbing  him,"  the  Washington  lawyer  says.  "What  I 
didn't  tell  him  was  that  his  snoring  disturbed  me." 

When  he  takes  control,  Gerstner  sometimes  riles  people  by 
pulling  a  little  too  hard  on  the  reins.  At  RJR,  sitting  down  to 
dinner  with  four  grocery-chain  CEOs,  he  amazed  his  guests- 
all  customers— by  assigning  each 
a  topic  to  discuss.  Others  tell  of 
times  when  he's  so  brisk  that  he 
seems  rude.  He  takes  his  com- 
petitive drive  everywhere.  On  the 
golf  course,  where  he's  a  medio- 
cre player,  he  has  soured  some 
outing,  by  pressuring  partners  to 
win. 

Yet  by  all  accounts,  Gerstner 
can  be  quite  charming.  He  will 
banter  with  anyone  who  can  en- 


ON  PROTOCOL 

"A  corporate  culture  has  to  be  built 
around  expectations  of  performance, 
not  rules  of  behavior.... If  in  the  IBM 
lab  in  Austin  everybody  decides  they 
want  to  come  to  work  in  jeans  and 
sandals,  God  bless  'em." 


G 

days 


erstner  is  working  six-ana- 
half-day  weeks,  16-  to  18-hii 
days.  "There  have  been  sojt 
when  I  said,  'this  is  reaj 
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for  Human  Potential 


Driving  the  ten-year-old  second  car 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 
my  husband  gave  me  an  NEC  portable  phone, 
didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


»4' 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UltraLite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti- 
tutions. In  homes  across 
the  country.  NEC  is  a  1 
part  of  people's  lives. 


For  more  information,  call  us  at  1-800-338-9549. 


^Talk 
limeys. 


lebrating  30  years  in  America 


NEC 


[22 


ver 


tough.* "  he  admits.  "I  would  spend  hours  absorbing  the 
technology,  racing  from  one  issue  to  another.  Just  getting  my 
arms  around  the  dimensions  of  this  company  can  burn  you 
out  at  the  end  of  the  day."  Still,  he  adds,  "by  the  next  day. 
I'm  ready  to  go  again" 

One  sign  of  his  drive:  Employees  of  RJR  Nabisco,  accus- 
tomed to  the  serious  side  of  Gerstner,  have  been  stunned  to 
learn  that  he*s  funny  and  self-effacing  at  IBM.  But  RJR— hav- 
ing enjoyed  the  free-spending  reign  of  Gerstner's  predecessor. 
F.  Ross  Johnson— hardly  needed  loosening  up.  IBM  does.  The 


change  says  something  about  Gerstner's  management 
ities:  He  will  do  whatever  it  takes  to  accomplish  a  job.jfr 
adapting  his  personal  style.  Says  one  RJR  manager1^} 
must  be  working  very  hard  at  this.  That  reinforces  whsm 
always  said  about  Lou— he  has  a  tremendously  strong! 
maybe  the  strongest  I've  ever  seen." 

Like  many  people,  Gerstner  sees  Sept.  1,  as  much  ajfo 
1.  as  the  start  of  a  new  year.  So  he  spent  August  thiifc 
about  his  next  phase  at  IBM.  York's  numbers  provide^ 
foundation:  He  wants  to  end  the  company's  preoccupMr 


IBM  WATCHERS  STILL  FIND  PLENTY  TO  CRITICIZE 


While  Louis  V.  Gerstner  Jr.  says 
he's  doing  what's  needed  in- 
side IBM  to  right  the  computer 
giant,  the  huge  community  of  IBM  watch- 
ers outside  remains  skeptical.  For  all  his 
organizational  change,  analysts,  consul- 
tants, customers,  and  competitors  say 
they  still  can't  figure  out  what  course 
the  new  CEO  is  charting. 

Just  listen  to  Apple  Computer  Inc. 
Chairman  John  Sculley,  the  man  who. 
for  a  while  anyway,  built  Apple  into  both 
a  technological  and  marketing  power- 
house: "I  think  Gerstner's  doing  a  terrif- 
ic job  on  all  the  things  people  would  ex- 
pect him  to  be  good  at— being  a 
professional  manager,"  says  Sculley,  who 
recently  resigned  as  Apple's  CEO— after 
his  devotion  to  new  technology  put  Ap- 
ple off  course.  But  in  the  computer  in- 
dustry, he  says,  you  have  to  do  both: 
be  a  good  manager  and  keep  moving 
ahead  in  technology,  too.  "People  in  this 
industry  can't  wait  until  IBM  gets  its 
house  in  order.  As  a  consequence  IBM 
has  become  invisible." 
"synergies."  To  be  fair,  part  of  Gerst- 
ner's strategy  is  clear: 
He  has  repudiated  the 
radical  decentralization 
proposed  by  his  prede- 
cessor, John  F.  Akers: 
He  won't  be  spinning 
off  any  Baby  Blues. 
He  says  he  won't  break 
up  the  huge  IBM  sales 
force  by  lines  of  busi- 
ness, either.  These 
moves  stem  from  his 
basic  thesis:  Customers 
want  "solutions"  to  in- 
creasingly complex  in- 
formation-systems prob- 
lems that  only  a 
company  with  IBM's 
product  breadth  and 
global  reach  can  pro- 
vide. Beyond  that,  he 
isn't  pronouncing  any 
sweeping  \ision. 

Of  course,  Gerstner 
isn't  expected  to  work 


HOW'S 
HE  DOING? 

Gerstner's  constituents 
take  his  measure 


"I  give  him  another 
two  to  six  months  to 
work  out  a  strategy,... After 
that  period  of  time,  I  think 
it's  absolutely  critical  that 
he  have  a  vision." 

—Jack  M.  Cooper,  chief 
information  officer  of 
Seagram 


CUSTOMER 


miracles  overnight.  And  everyone  con- 
cedes that  the  former  CEO  of  RJR  Nabis- 
co, who  had  never  worked  in  the  com- 
puter industry,  has  to  climb  a  steep 
learning  curve.  "If  I  hadn't  had  a  back- 
ground in  the  business, 
it  would  have  been 
much,  much  harder  for 
me  to  make  the  right 
decisions,"  says  Unisys 
Corp.  turnaround  CEO 
James  A.  Unruh.  who 
was  a  seven-year  vete- 
ran  of  the  then-ailing 
mainframe  maker  when 
he  took  the  helm  three 
years  ago. 

But  while  Gerstner 
is  learning  the  ropes, 
his  competitors  are 
working  overtime  to 
win  IBM's  customers. 
As  Hewlett-Packard 
Co.  CEO  Lewis  E.  Piatt  puts  it:  "We  get 
up  every  morning  and  think  about  killing 
them."  The  bloodlust  appears  to  be  pay- 
ing off:  This  past  summer,  two  large 
mail-order  companies 
replaced  their  IBM 
mainframes  with  H-P 
minicomputers. 

Other  big  buyers 
could  be  ripe  for  the 
picking  as  well.  In  a  re- 
cent Forrester  Re- 
search Inc.  survey  of 
50  of  the  1,000  largest 
U.  S.  companies,  42% 
said  they  plan  to  cut 
back  on  IBM  purchases, 
26%  say  they  are 
watching  the  company 
closely  and  may  reduce 
purchases  later,  and 
only  2%  plan  to  in- 
crease their  IBM  spend- 
ing. "I  give  him  another 
two  to  six  months  to 
work  out  a  strategy," 
remarks  Jack  M.  Coop- 
er, chief  information  of- 
ficer of  Seagram  Co.,  a 


"People  are  pretty 
disappointed  that  he's 
only  fiddling  with  the 
bottom  line.  He  has  yet 
to  bring  in  a  strong 
technologist." 

—IBM  division  manager 
preparing  to  leave 


Employees 


big  IBM  customer.  "After  thaB 
it's  absolutely  critical  that  he  ■ 
sion." 

There's  that  vision  thing  a 
though  Gerstner  says  he  is  fern 
"vision"  quesB 
tomers  and! 
want  to  kn» 
technological* 
will  have  gfl 
ward.  AfterB 
tomers  don'™ 
spend  millB 
equipment  tie 
not  have  thfi 
ny's  support  ■ 
years. 

The  mosB 
move  is  to  iB 
PowerPC,  a  nm 
processor  fan 
it  is  develop! 
Motorola  Inc.! 
pie.  the  core  technology— for  e\l 
from  handheld  PCs  to  mainfraj 
some  IBM  employees  and  anal 
that  there  is  still  no  clear  signl 
whole  of  IBM  is  behind  this  effol 
Customers  aren't  the  only  o| 
are  worried  about  IBM's  directiol 
tors  are  still  waiting  for  proof  ( 
around:  The  shares  haven't  bud 
the  low  40s  all  summer.  Not  to 
anxious  employees.  "I  think  peo 
hoping  for  something  really  bo 
one  division  manager,  who  plans 
IBM  shortly.  This  manager  is  c 
that  the  only  outsiders  Gersl 
hired  on  are  business  manag 
cerned  with  cost-cutting.  "Pe> 
pretty  disappointed  that  he's  i 
dling  with  the  bottom  line.  He  h< 
bring  in  a  strong  technologist." 
pockets  of  politics.  Gerstner 
cided  not  to  replace  former  P 
Jack  D.  Kuehler,  Akers'  technokj 
For  now,  Gerstner  relies  on  th(l 
ments  of  longtime  iBMers,  sucl 
Bernard  Puckett,  named  chief  sfl 
in  July.  But  some  critics  think  $ 
to  the  veterans  could  lead  to  a  r4 
of  past  mistakes.  There  are  a  !<ji 


96  =     NESS  WEEK/OCTOBER  4.  1993 


COVER  I 


head  count  as  a  focal  point  of  productivity  increases.  In- 
,  he  will  shift  the  spotlight  to  IBM's  processes  and  pro- 
ves. His  new  management  committees  should  start  pro- 
g  results,  too.  And  the  strategy  debate  will  point  him  in 
directions. 

r  now,  Gerstner  has  more  skeptics  than  fans.  For  every 
Watson,  who  says  he's  "impressed"  and  "very  optimistic" 
t  the  company  under  Gerstner,  there  are  dozens  of 
ters.  But  he's  not  concerned.  "Outsiders  are  looking 
single  silver-bullet  solution  for  IBM's  future,  and  there 
one,"  he  says. 

Tstner,  in  fact,  is  upbeat.  In  August,  he  spent  $772,250 


on  17,500  shares  of  stock.  In  June,  despite  job  pressures,  he 
shot  his  first-ever  hole  in  one,  the  seventh  hole  at  Mon- 
terey's Cypress  Point  course.  And  he's  settling  in  at  Armonk. 
He  recently  rummaged  through  IBM's  basement  and  found  a 
raft  of  antique  calculators.  He's  having  them  placed  around 
the  headquarters  building,  which  he  likens  to  an  insurance 
company's.  And  he's  moving  some  of  the  machines  into  his 
own  office. 

One  CEO  who  briefly  chatted  with  IBM's  search  committee 
calls  the  task  "a  10-year"  job.  Gerstner  wouldn't  agree.  He 
would  say  it  was  never  going  to  end. 

By  Judith  H.  Dobrzynski  in  New  York 


i  10  participated  in  IBM's  ruination 
;;  itill  at  the  top  of  the  company," 

■les  Ferguson,  co-author  of  Corn- 
,  rs,  a  scathing  book  on  IBM's  fall 

:e. 

j  er,  however,  says  he's  got  some 
lis  own.  One  of  the  most  impor- 

j  o  make  IBM  the  premier  solu- 

i  npany,  addressing  the  specific 

|  a  bank  or  hospital,  say,  with 
ardware,  software,  and  servic- 
if  they  aren't  all  IBM  issue.  It's 
w  idea.  In  fact,  it's  a  strategy 
iaily  every  major  computer  com- 
cluding  IBM  under  Akers— has 
d  for  most  of  the  past  decade, 
:ed  results,  analysts  point  out. 
ven  if  Gerstner's  housecleaning 
inate  the  internal  problems  that 
kers'  efforts  to  focus  the  com- 
selling  solutions,  IBM  still  faces 
les.  First,  while  customers  may 
■  to  find  somebody  to  put  all  the 
Dgether,  they  won't  necessarily 

BM— or  any  other  single  supplier. 

ive  grown  more  sophisticated 
th  the  technology,  and  they  are 

it  to  go  back 

ays  of  trusting 

ing    to  one 

turer.  Personal 

jrs  taught 

e  advantage  of 

lized  "open  sys- 

ld  a  free-for-all 

suppliers. 

ill  lags  in  open 

>:  "It's  a  deri- 
vative," says 
"It's    really  M 
them  in  the 

"  Even  big  IBM 

me  customers 

put  all  their 
IBM's  basket. 

)rge  F.  Sekely, 

tit     of  CSX 

technology  unit 

.  enthusiastic 

sr  fan.  Sekely 

'chased  an  Amdahl 

ecause,  he  explains, 

tion." 

ler  problem  is  the  fear  that,  de- 
M's  assurances  to  the  contrary, 
my  that's  in  business  to  sell  com- 
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Corp.  main- 
"I  believe  in 


puters  can't  really  be 
impartial  in  selecting 
the  best  hardware  for 
a  customer  "solution." 
IBM  says  it  has  in- 
stalled non-IBM  equip- 
ment when  it's  better 
for  the  job,  but  cus- 
tomers are  still  leery. 
Says  Sekely:  "I 
wouldn't  trust  them  to 
do  that." 

Part  of  the  solutions 
push  will  come 
through  Integrated 
Systems  &  Services 
Corp.  (ISSC),  a  unit  es- 
tablished in  1991  to 
expand  ffiM's  presence 
in  systems  integration 
and  outsourcing— 
which  involves  taking 
over  a  client's  entire  computing  shop. 
ISSC  brought  in  $1.8  billion  in  revenues 
last  year,  and  analysts  have  been  herald- 
ing the  tightly  focused  unit  as  a  good 
model  of  what  IBM  might  become.  But 
competitors  say  they 
are  not  alarmed.  W. 
James  Fischer,  man- 
aging partner  for 
technology  services  at 
$3  billion  Andersen 
Consulting,  says  IBM 
has  never  been  a  big 
player  in  the  systems- 
integration-consulting 
business,  and  nothing 
much  has  changed 
since  Gerstner's  arri- 
val. "They're  spend- 
ing an  awful  lot  of 
money  to  change 
their  image.  I  see  a 
lot  of  ISSC  ads,"  says 
Fischer.  "What  I 
haven't  seen  is  a  lot 
of  money  spent  to 
change  how  they  do 
services." 

Gerstner  isn't  likely  to  care  what  the 
competition  is  saying,  however.  He  in- 
sists he  wants  to  learn  from  the  custom- 
er—and that  could  be  a  problem.  Indus- 
try insiders  say  that  many  of  the 
customers  who  are  getting  his  ear  are 
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"They're  spending 
an  awful  lot  of  money  to 
change  their  image.... What 
I  haven't  seen  is  a  lot  of 
money  spent  to  change 
how  they  do  services." 

—James  Fischer,  managing  partner, 
technology  services, 
Andersen  Consulting 
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IBM's  largest  accounts, 
and  this  could  give  a 
skewed  perspective. 
"Sixty  percent  or 
more  of  IBM's  business 
comes  from  shops  that 
would  not  consider 
IBM  their  primary  sup- 
pliers," says  Peter 
Burris,  International 
Data  Corp.  analyst. 
"He  must  get  out  and 
talk  to  a  wider  variety 
of  customers." 

Furthermore,  some 
customers  suspect 
Gerstner's  major-ac- 
count tour  is  rigged 
by  IBM's  sales  execs  to 
skirt  those  shops  that 
aren't  that  happy  with 
the  company.  The 
chief  information  officer  at  a  major  fi- 
nancial institution,  one  of  IBM's  biggest 
customers,  says  he  has  not  been  invited 
to  meet  with  Gerstner.  If  he  were,  he 
would  tell  Gerstner  of  the  need  for  "some 
serious  new  thinking"  at  IBM.  "I'm  really 
disappointed  that  he's  taking  this  long  to 
get  a  handle  on  the  technology." 
"BE  ahead."  Besides,  while  customer  fo- 
cus is  nice,  it  doesn't  necessarily  trans- 
late into  technology  leadership.  "That 
has  always  been  IBM's  trap:  'Let's  find 
out  what  the  customer  wants,' "  says 
George  F.  Colony,  president  of  Forrester 
Research.  "You  have  to  be  ahead  of  the 
customer.  The  customer  can't  know  what 
he  wants.  No  customer  asked  Ken  01- 
sen  [of  dec]  for  a  VAX.  No  customer 
asked  Tom  Watson  [a  former  IBM  ceo] 
for  a  360,"  he  says,  referring  to  a  top-sell- 
ing minicomputer  and  a  mainframe. 

So  it  all  circles  back  to  a  vision— some- 
thing that  Olsen  and  Watson  had  plenty 
of.  "Everyone  who  is  doing  well  in  this 
industry  has  some  clear  vision  of  what 
they  are  doing,"  points  out  Sculley.  "The 
track  records  of  many  companies  speak 
for  a  clear  and  compelling  vision.  George 
Bush  didn't  have  a  vision,  either."  Not  a 
comforting  thought  for  the  legions  of  IBM 
watchers  out  there. 

By  Catherine  Arnst,  with  John  W.  Ver- 
ity, in  New  York,  Kathy  Rebelfo  in  Tucson., 
and  bureau  reports 
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...AND  HOW  ARE  WE 
FEELING  TODAY? 


The  prognosis  worsens  for  insurers'  managed-care  programs 


E 


verything  was  looking  so  good.  Af- 
ter more  than  a  decade  of  effort 
and  hundreds  of  millions  of  dollars 
in  losses,  big  insurers  last  year  were  fi- 
nally seeing  some  reasonable  returns 
from  the  managed-care  networks  they 
had  labored  to  create.  CIGNA  Corp.'s 
health  plans  earned  $52  million  last  year, 
17%  of  the  company's  total  net  income. 
And  Aetna  Life  &  Casualty  Co.  saw  its 
health-maintenance  organ- 
izations turn  a  $4  million 
profit  in  1992,  after  suffer- 
ing a  $3  million  loss  in  1991. 

Even  better,  the  indus- 
try's bet  on  managed  care 
was  turning  out  to  be  po- 
litically correct  in  a  big  way. 
Bill  Clinton  swept  into 
Washington  promising  to 
control  health-care  costs  by 
reforms  centered  around  the 
very  sorts  of  integrated  net- 
works of  doctors  and  hospi- 
tals that  the  big  insurers 
were  already  in  the  process 
of  building.  The  future 
looked  rosy. 

Not  any  more.  Several 
key  aspects  of  the  Adminis- 
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tration's  current  health-care  plan  could 
severely  undermine  the  fortunes  of  the 
big  insurers,  especially  those  of  the  Big 
Five— Aetna,  CIGNA,  Prudential,  Travel- 
ers, and  Metropolitan  Life.  Provisions 
to  cap  the  growth  rate  of  premiums 
could  badly  damage  their  revenues  and 
profits.  And  the  Big  Five  may  fare  sur- 
prisingly poorly  against  regional  insurers 
in  the  crucial  competition  to  serve  the 


HOW  HEALTH  REFORM  COULD 
 HURT  BIG  INSURERS  

INTENSIFIED  COMPETITION  New  purchasing  cooperatives 
would  select  a  handful  of  insurers  to  provide  coverage  in  each 
market,  but  the  Big  Five  health  insurers  might  not  make  the  cut. 
They  have  far-flung  managed-care  networks,  but  they  could  lose 
out  in  many  markets  to  entrenched  regional  insurers,  who  have 
signed  up  many  of  the  best  doctors  and  hospitals. 

PREMIUM  CAPS  Restrictions  on  premiums  may  limit  how  quick- 
ly insurers  can  raise  rates.  That  could  hurt  revenues  and  lead  to 
credit  downgrades  and  difficulties  raising  money  in  the  capital 
markets  at  favorable  rates. 

LESS  FLEXIBILITY  Proposed  national  health  board  will  dictate 
benefits  packages  insurers  can  offer.  That  could  reduce  ability  of 
big  insurers  to  increase  market  share  with  proprietary  products. 

DATA:  BUSINESSWEEK 


will  be  composed  of  busii 
grouped  together  to  give 
health  insurance  purch 
clout. 

But  it's  price  regulatu 
managed-care  premiums  th 
the  most  immediate  threat 
consumers,  that  could  spell 
predictable  insurance  prices 
price  regulation,  in  the  foi 
caps,  could  slice  as  much  as 
from  what  insurers'  health 
miums  would  have  been 
ture  years  without  reform, 
Lawrence  G.  Mayewski, 
ior  vice-president  with 
ranee  rating  agency 
Best  Co.  Small  underwi 
that  can't  afford  to  build 
aged-care  networks  prot 
will  suffer  most  because 
focus  on  networks,  but  "it  would 
ly  be  felt  by  the  large  insurers," 
Mayewski.  "Clearly,  it's  not  going 
an  attractive  situation." 
tight  caps.  Price  caps,  for  one 
would  limit  profits,  which  could  I 
about  downgrades  in  credit  rati 
That,  in  turn,  could  hurt  large  insu 
efforts  to  raise  capital,  which  coul 
hibit  their  ability  to  build  up  their 
aged-care  networks.  These  netwcl 
concedes  Thomas  P.  Pyle,  chief  execi 
officer  of  MetLife  HealthCare,  "are 
very  far  along."  Reduced  resources 
says,  "would  be  devastating  to  t 
development." 

Lesser  profits,  insurers  claim,  w 
also  limit  them  in  developing  progr 
that  could  ultimately  reduce  costs 
improve  care.  Caps  "will  unwittingly 
stroy  the  integrity  of  a  reform  syst 
says  a  Metropolitan  Life  Insurance 
spokesperson.  "It  will  probably  disc 
age  the  kind  of  investment  that  neec 
be  made  to  give  the  quality  of  care 
would  like  to  offer."  Ki 
Anderson,  a  White  H( 
spokesman  on  health-< 
reform,  says  consumers 
go  where  the  best  he; 
care  is  provided:  "The 
nothing  that  poses  a  ( 
ger  to  the  quality  of  car 
think  a  lot  of  the  fear; 
Draconian  cuts  in  qualit 
care  are  unfounded." 

Insurers  also  dislike 
prospect  of  being  dicta 
to  by  a  national  he: 
board,  a  key  reform  pre 
sal.  Such  a  board  would 
termine  the  cost  of  a  st 
dard  benefit  package  i 
the  per-person  premi 
needed  to  cover  the  c< 


Fir- 


•rs  fear  that  the  board  will  tell 
what  care  to  provide  and  how  of- 
laking  their  products  more  of  a 
i  )dity  and  reducing  their  ability  to 
|  t  proprietary  health  care.  "It'll  be 
I  o  gain  market  share  because  you 
I  have  flexibility,"  says  MetLife's 
|  referring  to  the  new  regulations. 

W.  McLane,  group  executive  of 
I 's  health  insurance  operations,  has 
I  ilar  view:  "What  concerns  me 
health-care  reform  is  that  it's  go- 
screw  up  what  we  could  accom- 
|  mi  our  own." 
?n  if  insurance  lobbyists  manage 
it  back  price  controls,  other  facets 
ilth-care  reform  aren't  shaping  up 
i  bounty  big  insurers  expected.  A 
art  of  the  Administration's  plan  is 
>rmation  of  large  regional  health 
2es,  which  would  be  able  to  use 
purchasing  clout  to  force  down 
urns.  The  number  of  managed-care 
lers  chosen  is  expected  to  be  limit- 
he  alliances  would  likely  contract 
a  handful  of  companies  in  each 

LER  AND  NIMBLER.  The  Big  Five 
gured  to  be  key  players  in  serving 
alliances.  They  certainly  have 
,  far-flung  managed-care  systems, 
nfortunately  for  them,  smaller  play- 
uch  as  Humana  Inc.  and  Kaiser 
anente  are  much  more  entrenched 
tny  regional  markets.  "A  lot  of  local 
rs  have  very  strong  footholds,  high- 
ty  networks,  and  they're  currently 
•writing  a  lot  of  accounts,"  observes 
y  S.  Moyer  Jr.,  a  partner  at  Hirsch- 
Stern,  Moyer  &  Ross  Inc.,  an  era- 
se benefits  consulting  firm. 

0  respond  quickly  to  change  is 

1  more  difficult  for  large  insur- 
explains  John  Gannon,  partner 

harge  of  kpmg  Peat  Marwick's 
;h-care  consulting  practice.  "The 
1,  nimble  insurers  can  move 
cer  and  tie  up  a  market  or  certain 
uct  niches." 

le  best-positioned  large  insurer, 
\,  is  among  the  top  three  insurers 
lly  15  of  the  40  largest  managed- 
markets,  according  to  figures  from 
•study,  a  research  firm  based  in  St. 
,  Minn.  Travelers  fares  the  worst, 
ting  among  the  top  three  in  only 
sf  the  top  40  markets.  "If  you  look 
le  Big  Five,  an  awful  lot  of  their 
less  is  spread  out,"  comments  Larry 
/ance,  executive  vice-president  of 
ford  Life  Insurance  Co.,  which  re- 
y  sold  its  medical  and  dental  busi- 

to  Massachusetts  Mutual  Life  In- 
nce  Co.  because  of  impending  re- 
.  "In  some  markets,  they're  going  to 

to  close  up  shop." 

le  big  insurers  vow  to  fight  the 
-and  fight  hard.  With  the  stakes 
gh,  they  can't  afford  to  lose. 
By  Chris  Roush  in  Hartford,  Conn. 


SCAMS  I 


ARMORED 

AND  DANGEROUS 


Did  bank  insiders  help  Revere  take  clients  for  a  ride? 


The  demise  of  Revere  Armored  Inc. 
last  February  was  full  of  drama. 
The  armored-car  company  closed 
its  doors  after  its  major  insurer,  Lloyd's 
of  London,  learned  of  irregularities  and 
canceled  its  insurance,  and  the  Federal 
Bureau  of  Investigation  descended  on 
its  Long  Island  offices.  Revere's  own- 
ers, Robert  and  Susan  Scaretta,  were 
charged  with  bank  fraud  and  are  await- 
ing trial.  And  bank  clients,  who  used 
Revere  to  transport  and  store  cash, 
claimed  millions  of  dollars  in  missing 
funds,  which  may  not  entirely  be  cov- 
ered by  insurance. 

Now,  though,  the  focus  of  the  Revere 


ent  laxity  of  Revere's  clients  in  dealing 
with  the  company.  Several  banks  ap- 
pear to  have  audited  Revere's  activities 
only  loosely  and  overlooked  warning 
signs  of  problems  detectable  in  its  pub- 
licly available  financial  statements.  "My 
question  is  why  didn't  they  get  as  much 
information  about  Revere  as  they  would 
have  gotten  had  I  walked  in  to  get  a 
$10,000  loan,"  says  Peter  F.  Wright, 
president  of  West  Hartford  (Conn.)  insu- 
rance broker  Kelly  Associates. 
warning  signs.  NatWest,  a  major 
client  of  Revere,  appears  to  have  been 
particularly  casual  about  the  relation- 
ship. Officials  of  the  bank  conducted  an 


drama  is  moving  in  new  di- 
rections. For  the  past  sev- 
eral months,  federal  investi- 
gators had  their  sights  on 
Revere  employees.  But 
sources  close  to  the  investi- 
gation say  prosecutors  are 
now  also  looking  into  the  ac- 
tivities of  bank  employees. 
One  Revere  employee,  Wil- 
liam J.  Butler,  who  joined  that  company 
from  National  Westminster  Bank  PLC, 
already  has  pleaded  guilty  to  taking  a 
bribe  while  at  the  bank.  Prosecutors  are 
examining  other  banks  as  well. 

Evidence  produced  by  the  govern- 
ment probe  and  private  investigators  is 
providing  new  details  about  the  appar- 


Natwest  kept 
using  revere 
despite  an 
audit  gap  of 

$6  MILLION 


audit  of  its  holdings  at  Re- 
vere in  May,  1992,  and 
found  $6  million  missing. 
Three  days  later,  a  NatWest 
officer  sent  a  memo  to  an 
audit  committee  of  senior  of- 
ficers saying:  "A  decision  by 
the  outside  vendors  to  take 
funds  can  easily  be  made, 
regardless  of  the  controls 
that  exist  within  the  location,  since  the 
vendor  has  total  control  over  the  funds." 
Even  so,  NatWest  continued  to  do  busi- 
ness with  Revere,  which  made  up  the 
shortfall  by  depositing  about  $6  million 
in  Nat  West's  account  at  the  Federal  Re- 
serve Bank  the  following  day.  A  spokes- 
man says  NatWest  closely  monitored  its 
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holdings  at  Revere  after 
discovering  the  shortfall. 
But  the  bank  never  re- 
turned to  Revere  to  aud- 
it its  account. 

Marine  Midland  Bank 
also  apparently  ignored 
warnings.  Early  in  the 
year,  an  industry  source 
says,  bank  officials  were 
warned  that  Revere's  in- 
surance was  being  can- 
celed. But  the  bank,  the 
source  says,  circulated 
an  E-mail  message  tell- 
ing staff  to  disregard  the 
information.  A  Marine 
Midland  spokesman  declines  comment 
on  the  bank's  relations  with  Revere,  cit- 
ing ongoing  litigation,  but  says  that,  in 
general,  the  bank  believes  it  thoroughly 
checks  on  any  outside  vendor  it  uses. 

Even  without  specific  warnings, 
though,  banks  who  contracted  with  Re- 
vere could  easily  have  detected  that 
things  might  not  have  been  as  they 
seemed.  Some  red  flags  already  have 
been  reported:  Revere's  bids  for  new 
business  were  sometimes  a  mere  fraction 
of  what  competitors  were  charging,  for 
one  thing. 

shoddy  reports.  But  more  telling  signs 
of  problems  were  overlooked,  especially 
Revere's  financial  statements.  Like  any 
trucking  company,  Revere  was  required 
to  file  publicly  available  annual  finan- 
cial reports  with  the  New  York  State 
Transportation  Dept.  Industry  experts 
say  Revere's  filings  should  have  raised 
some  questions  in  bankers'  minds.  Part- 
ly handwritten,  they  said  that  between 
1990  and  1991  Revere's  revenues  more 
than  quadrupled,  from  $3.7  million  to 
$16.3  million.  While  operating  expenses 
nearly  quintupled,  the  company's  ac- 
counts payable  barely  budged.  Depreci- 
ation costs  also  were  unusually  high. 

Unfortunately,  the  banks  appear  to 
have  focused  not  on  Revere's  financial 
condition  but  on  its  low  prices.  "The 
banks  could  have  asked  for  background 
to  do  in-depth  financial  checking,  but 
they  didn't,"  says  Francis  M.  Mullen,  a 
private  investigator  who  investigated 
Revere  for  Lloyd's  of  London.  "Really,  I 
fault  the  banks  in  this  case.  They  should 
have  questioned  the  low  prices." 

It's  not  yet  clear  how  costly  their  lax 
attitude  will  be  to  the  banks.  Federal 
prosecutors,  in  a  superceding  indictment 
against  Revere's  owners,  allege  they 
committed  insurance  fraud  in  addition 
to  bank  fraud.  Francis  X.  Casale  Jr.,  an 
attorney  for  the  Scarettas,  says  they 
deny  any  wrongdoing.  If  the  Scarettas 
are  found  guilty  of  the  new  charge,  say 
lawyers,  Lloyd's  might  not  have  to  make 
good  on  the  Revere  clients'  claims.  An 


RED  FUGS  AT  REVERE 


WW  BIDS  Revere  was  often  the  lowest  bidder  for  money-transport 
jobs.  Some  bids  were  allegedly  a  fraction  of  the  next-lowest  bid. 

CURIOUS  FINANCIALS  Annual  financial  statements  with  the  New  York 
State  Transportation  Dept.  seemed  questionable.  Former  competitors 
claim  figures  may  have  suggested  an  improbable  rate  of  growth.  And 
huge  increases  in  reported  operating  expenses,  they  allege,  may  have 
disguised  diversion  of  funds  from  the  company. 

PROBLEMATIC  AUDITS  Several  clients  of  Revere  audited  their  cash 
holdings  only  rarely.  Though  NatWest  officials  found  a  $6  million 
shortfall  in  a  1  992  audit,  the  bank  never  undertook  a  subsequent  audit 
or  questioned  in  detail  how  Revere  made  up  for  missing  funds. 
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officer  at  one  client  bank,  though,  says 
he  is  confident  the  bank's  insurance  will 
cover  any  losses  Lloyd's  does  not  cover. 

Nor  is  it  clear  whether  banks  are 
working  to  avoid  similar  situations.  In- 
vestigators, though,  say  that  banks  could 
take  several  measures  to  insure  that 
Revere-type  problems  don't  arise  in  the 
future.  Banks  could  start  storing  their 
money  and  their  clients'  money  in  their 
own  facilities.  Companies  have  been 
using  outside  vendors  more  and  more 
for  this  service  because  it  is  more  cost- 
effective,  but  at  least  one  large  bank 
still  keeps  its  money  in  its  own  facil- 


ities  because  of  sefl 
concerns. 

Banks  also  M 
check  on  armoreji 
companies  more  in 
tively  by  conduft 
joint  audits.  Revere!  cl 
ents  included  man 
dividual  mercham, 
addition  to  the  bajt 
there  have  been  ft 
dreds  of  loss  cm 
filed— so  getting  fa 
together  for  an  ad 
would  have  beenk 
tremely  difficult,  n 
so,  says  Assistant  ttj 
Attorney  David  Hattem,  who  is  U 
dling  the  federal  case  against  Reji 
"the  Scarettas  were  able  to  accoml 
their  scam  because  the  various  bl 
conducted  their  audits  independen 
each  other." 

Bankers  say  they  are  wary  of  I 
audits  because  they  don't  want  tm 
veal  confidential  information  about  n 
operations  to  competitors.  But  it  si 
that  instead  of  exposing  themselvdj 
competitors,  they  exposed  themsffl 
to  possible  fraud. 

By  Kelley  Holland  and  Lori  Bongu 
in  New  York 


INSURANCE  I 


'SMILE,  CHEATER,  YOU'RE  ON 
CANDID  CAMERA' 


How  high-risk  car  insurer  Robert  Plan  traps  ripoff  artists 


idden  cameras.  Surveillance  vans. 
Undercover  agents  wired  for 
sound.  Burly  ex-police  detectives 
carrying  guns.  Not  the  standard  tools  of 
the  trade  for  most  insurers.  But  then, 
privately  held  auto  insurer  Robert  Plan 
Corp.  is  not  your  standard  insurance 
company.  "This  is  the  wild  West,"  says 
the  company's  high-energy  president, 
Robert  M.  "Bobby"  Wallach.  "We're  in 
hand-to-hand  combat  with  fraud." 

Wallach's  battleground: 
the  urban  auto  insurance 
market.  Many  of  his  550,000 
policyholders,  and  those  of 
the  90  insurers  whose  poli- 
cies he  services,  have  been 
turned  away  in  the  volun- 
tary market  because  of  their 
driving  records  or  because 
standard  carriers  don't 
serve  their  area.  Many  go 
into  state-supervised  as- 


UNE  PLOY: 
CLOSING  A 
GARAGE  DOOR 

TO  SEE  IF  A 
CLAIMANT  CAN 
REOPEN  IT 


signed-risk  pools  in  Robert  Plan's  1 
largest  markets,  New  York  and  M 
Jersey,  and  pay  the  higher  rates  of  1 
standard  carriers. 

Most  insurers  assiduously  court  a 
safest  drivers.  Robert  Plan,  thoil 
manages  to  turn  a  profit  in  a  mane 
where  most  insurance  companies  I 
to  tread,  through  creative  and  aggl 
sive  investigation  of  applications  | 
claims.  "Certainly,  they're  among  I 
most  successful  in  doing! 
tomobile  insurance  in  url 
areas,"  says  Richard  C.  T| 
New  York  State  In  sural) 
Dept.  deputy  superintl 
dent.  "It's  not  maybe  gci 
too  far  to  say  that  Wallp 
invented  a  business,"  aj 
Salomon  Brothers  Inc.  ir| 
ranee  analyst  A.  Mich 
Frinquelli.  "The  insura 
industry  is  often  conside 
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Wouldn't  it  be  nice 
if  someone  Found  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 


member  companies  of  the 


Chemical  Manufacturers 


Association  captured  640 


million  pounds  of  chemical 


pollutants  for  recycling. 


Find  out  more  about  how 


our  members  and  partners 


are  working  for  change.  Call 


1-800-62-M321. 


RESPONSIBLE  CARE 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


inance 


passive:  'You  tell  us  information,  wt 
put  you  in  a  category 
Robert    Plan  has 
taken     a  passive 
mechanism  and  made 
it  an  active  one." 

Robert    Plan  ex- 
haustively scrutinizes 
applications  to  ensure 
the  exact  magnitude  of 
the  risk  and  thus  the 
proper     premium.  It 
treats  most  of  its  appli- 
cations, and  its  claims,  as 
suspicious.  Wallach  says 
that  70%  of  application 
are  "misstated,"  with  appli 
cants  fibbing  about  whether 
they  drive  to  work,  whether 
drivers  under  the  age  of  21 
use  the  car,  where  their  pri- 
mary residence  is,  and  other- 
details  that  could  increase  pre- 
miums. About  35%  of  applica- 
tion reviews  result  in  premium 
increases. 

Robert  Plan  relies  on  its  own 
investigators  to  check  out  poten- 
tial fibs.  Applicants  who  say  they 
don't  drive  to  work  may  be  sur- 
prised by  a  phone  call  asking  what 
subway  stop  they  got  off  at  that 
morning.  Investigators  may  visit  appli- 
cants' homes.  A  company  spokesman  re- 
counted how  one  gained  entree  by  an- 
nouncing that  he  was  from  the  New 
York  State  Lottery.  The  applicant  ad- 
mitted, contrary  to  his  application,  that 
underage  drivers  lived  in  the  household. 
The  result:  a  higher  premium. 
TIRE  CHANGERS.  Robert  Plan  is  even 
more  scrupulous  in  probing  claims,  so 
it  won't  have  to  pay  any  more  than  nec- 
essary to  settle  them.  Investigators  of- 
ten engage  in  surveillance.  To  find  out 
what  a  claimant  looks  like,  the 
company  may  tell  the  individual 
to  report  to  a  specified  doctor  for 
an  "independent  medical  exam." 
When  the  receptionist  at  the  doc- 
tor's office  calls  out  the  person's 
name  to  come  in  for  the  exam,  an 
investigator  sitting  in  the  waiting 
room  gets  his  visual  ID. 

The  investigator  may  then  ob- 
serve the  claimant's  behavior  to 
ascertain,  for  instance,  whether 
the  person  has  really  been  inca- 
pacitated. One  ploy  is  to  move  a 
garbage  can  or  close  a  garage 
door  that  has  just  been  opened  to 
see  if  the  claimant  feels  well 
enough  to  move  it  back.  The  re- 
sults are  usually  documented  with 
photos  or  videotape. 

Other  tactics  are  even  more  ag- 
gressive. Company  investigators 
say  one  maneuver  that  "works 


II 
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well"  is  letting  the  air  out  of  a 
tire  to  see  if  someone  claiming  a  back  in- 
jury feels  well  enough  to  change  it.  Wal- 
lach, though,  says  he  "absolutely  does 
not  condone"  this  and,  if  it  is  going  on, 
will  stop  it. 

Some  of  the  company's  techniques 
have  come  under  fire  from  consumer 
activists.  "There's  no  question  that 
there's  a  need  for  more  effective  cost 
controls  and  antifraud  efforts  in  the  in- 
dustry," says  Robert  Hunter  of  the  Na- 
tional Insurance  Consumer  Organization 
in  Washington.  "On  the  other  hand, 
there's  a  line  that  is  hard  to  define 


PLUCKING  PROFITS 
FROM  BAD  RISKS 


TARGETS  DRIVERS  IN  TOUGH  MARKETS  With 
few  competitors,  company  can  charge  premium 
rates  to  client  companies  and  policyholders. 

INTENSELY  SCRUTINIZES  APPLICATIONS 

Checks  may  include  a  visit  to  someone's  home  or 
cleverly  framed  questions  over  the  phone.  For  in- 
stance, applicants  who  claim  they  don't  drive  to 
work  are  asked  what  subway  or  bus  they  use. 

USES  STAPF  INVESTIGATORS  Special  investiga- 
tive unit,  which  includes  many  ex-police  detec- 
tives, may  tail  claimants,  record  their  actions  with 
photos  or  videotape  from  surveillance  vans. 

HELPS  PROSECUTE  FRAUD  Company  turns  over 
evidence  to  law  enforcement  officials.  Publicity 
deters  lawyers,  doctors,  and  body  shops  from 
helping  claimants  cheat  company  and  clients. 
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about  how  far  you  go. .  .g< 
they  cross  a  line  in  saty 
that  everyone's  a  crook  m, 
Droven  innocent,  even  th«M 
they're  a  client?"  Wafe 
>ridles  at  such  commdBj 
"That  people  say  weBa 
heavy-handed— that's  ; 
crock.  They  say  thatH 
cause   we're  doingH 
well." 

PORSCHE   PASSION,  n 

deed,  since  1986,  hi 
lollar  amount  of  n 
ness  that  Robert  n 
services  or  uner 
writes  has  grti 
from  $50  millioim. 
about  $800  milk 
Revenues  increit: 
50%,  to  $340  mibr 
in  1993,  and,  M 
Wallach,  they  I 
hit  $500  mill 
next  year. 
Wallach,  aei 
stints  as  a  financial  nw> 
products  development  specialist,  joixj 
the  company  in  1989  to  help  contiif 
that  growth.  He  solicited  a  $30  mibr. 
investment  by  insurance  powerhow 
American  International  Group  1^ 
which  now  owns  a  23%  stake  in  Rolrt 
Plan.  A  public  offering  is  expected  rut 
year.  AIG  Chairman  Maurice  R.  Grca> 
berg,  though,  is  a  bit  concerned  by  if 
company's  rapid  growth.  Wallach,  s?s 
Greenberg,  is  "creative  and  can  do  sew 
things  better  than  the  standard  cotra- 
nies  can  do  on  their  own."  But,  he  ca- 
tions, the  company  "shouldn't  grow  « 
quickly. ...  You  can  get  indigestion  y 
expanding  before  you  get  stability." 

Wallach's  intensity  carries  over  il 
his  personal  life.  He  approaches  evc-lf 
thing  with  great  passion,  be  it  t# 
cars  (he  owns  a  Porsche  turbe'a 
Ferrari,  an  Aston  Martin  conv<B 
ible,  three  Mercedes,  "and  a  Li 
us,  to  drive  when  everything  d6 
breaks  down"),  championing  inr!^ 
city  youth  sports,  or-  working  wh 
the  Diabetes  Institute  Foundatn 
in  Virginia  Beach,  Va.  (A  daughr 
is  diabetic.)  Wallach's  colorful  spep 
is  renowned  in  the  industry.  He  \i 
upset  recently  when  a  comment  e 
made  on  TV  about  dropping  a  "ttV 
monuclear  bomb"  on  organized  frrf 
sounded  like  it  was  aimed  at  il  ■ 
vidual  policyholders. 

Individual  policyholders  shouldt 
rest  easy,  though.  They  may  v 
cape  the  bomb.  But  if  they  try 
put  one  over  on  Robert  Plfp 
they're  still  likely  to  end  up  wn 
some  financial  bruises. 

By  Suzanne  Woolley  in  New  Yd 
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ilysts  covering  companies  in  36  countries  provide  thorough  research  about  the  world's  fastest-growing  markets. 


Our  in-depth  research  helps  Financial  Consultants 
connect  investors  to  markets  overlooked  before. 


Your  Financial  Consultant  can  offer  insights  into  investments 
j  may  never  have  heard  of,  let  alone  invested  in.  From  locations 
Hind  the  globe,  we  have  over  55  professionals  who  focus  on 
alyzing  international  companies,  debt  and  equity  markets, 
jpomies,  and  political  climates. 

Our  Global  Research  Division  provides  coverage  and  timely 
mmentary  on  the  most  recognized  markets.  They  also  research 
lerging  markets  such  as  those  in  Argentina,  Indonesia,  Malaysia, 
exico,  and  The  People's  Republic  of  China.  Our  fundamental 
uity  analysts  hold  investment  opinions  on  about  375  companies 
rated  outside  the  U.S. 

Another  way  Merrill  Lynch  helps  investors  diversify  interna- 
nally  is  through  Merrill  Lynch  Asset  Management  (MLAM),  our 
Itinational  investment  management  unit.  Its  staff  of  senior  port- 
lio  managers  and  research  analysts  search  the  world  for  invest- 
|nt  opportunities. 

Access  to  these  resources  enables  a  Merrill  Lynch  Financial 
psultant  to  provide  you  with  investment  opportunities.  But  first, 


he  or  she  will  review  your  portfolio,  risk  tolerance  and  overall  goals. 

To  learn  more  about  what  a  difference  emerging  markets 
opportunities  can  make  for  you,  call  a  Merrill  Lynch  Financial 
Consultant. '' 

The  difference  is  Merrill  Lynch. 


Call  1-800-MERRILL,  ext.  3080 

Return  to:  Merrill  Lynch  Response  Center 
P.O.  Box  30200 

New  Brunswick,  NJ  08989-0200 
Please  send  me  a  copy  of  the  global  research  report,  "Investment 
Opportunities  in  Emerging  Markets." 
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Address:  

City:   


Home  Phone: 


State:   

Business  I'Ik  >nc: 


Zip: 


Merrill  Lynch  clients,  please  give  the  name  and  location  of  your  Financial  (  onsultant: 


Merrill  Lynch 
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Special  considerations  are  involved  in  international  investing,  including  current  \  risk 
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BY  GENE  G.  MARCIAL 


SPELLING 
ENTERTAINMENT: 
STAY  TUNED 


A number  of  Street  pros  like 
what's  currently  playing  at 
Spelling  Entertainment  Group: 
Buyout  Fever.  "This  stock  is  behaving 
like  a  company  whose  shares  are  being 
accumulated  for  a  likely  buyout  scene," 
explains  one  arbitrageur  at  a  major 
New  York  investment  bank.  He  thinks 
Spelling  will  be  taken  over  by  yearend. 
The  company,  which  produces  televi- 
sion shows  and  motion  picture  films,  is 
now  trying  to  develop  cable  networks 
worldwide. 

Investment  adviser  Charles  LaLog- 
gia  is  betting  that  Blockbuster  Enter- 
tainment, which  already  owns  63.5% 
of  Spelling,  will  soon  snap  up  the  re- 
maining shares.  LaLoggia  figures  that 
Spelling,  which  agreed  on  Sept.  13  to 
acquire  Republic  Pictures,  is  now 
worth  15  a  share  in  such  a  deal.  Block- 
buster owns  33%  of  Republic,  a  produc- 
er of  TV  programs  for  the  home-video 
and  syndication  market.  Spelling  stock 
was  a  loser  for  all  of  1992  and  up  until 
July  of  this  year.  Since  then,  it  has 
been  on  the  rise,  climbing  to  8%  a 
share  on  Sept.  22  from  around  5!4  in 
early  June. 

The  current  frenzy  among  cable- TV 
and  media  companies  to  acquire  pro- 
ducers of  movies  and  made-for-TV  films, 
as  highlighted  by  the  raging  takeover 
battle  for  Paramount  Communications, 
has  refocused  attention  on  companies 
such  as  Spelling,  explains  LaLoggia, 
editor  and  publisher  of  Special  Situa- 
tion Repor  t  in  Rochester,  NY. 

He  notes  that  Blockbuster  Chairman 
H.  Wayne  Huizenga  is  using  the  right 
strategy  in  pursuing  Spelling.  Huizenga 
first  acquired  a  block  of  24.5  million 
Spelling  shares  last  April,  boosting 
Blockbuster's  stake  to  54%.  Blockbust- 
er continued  to  buy  shares  thereafter, 
which  assured  Huizenga  of  control.  It 
also  allowed  Blockbuster  to  build  its 
stake  with  little  worry  about  a  rival 
bid. 

THE  REAL  dynasty.  Spelling  is  more  at- 
tractive and  valuable  to  Blockbuster 
now  because  of  its  merger  with  Re- 
public, says  LaLoggia.  Acquiring 
Spelling  would  eliminate  the  expense 
and  trouble  of  operating  another  pub- 
licly held  company.  A  Blockbuster 
spokesman  says  the  company  is  satis- 
fied with  its  current  stake  in  Spelling. 


THE  BRIGHTENING 
PICTURE  AT  SPELLING 
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LaLoggia  says  Blockbuster  wants  to 
become  an  entertainment  giant.  It  op- 
erates some  3,200  videocassette  retail 
stores  and  holds  the  rights  to  more 
than  16,000  hours  of  TV  programming. 
Spelling's  library  includes  such  movies 
as  Basic  Instinct  and  L.A.  Story  and  TV 
series  Beverly  Hills  90210  and  Dynasty. 
Nat  West  Securities  analyst  Paul  Marsh 
says  Blockbuster  plans  to  launch  a 
Blockbuster  Channel  with  Spelling  and 
Republic  supplying  the  programming. 


A  STOCK  THAT'S 
IN  THE  AIR 


A virtually  unknown  company, 
Geotek  Industries  is  turning 
out  to  be  one  of  the  market's 
big  surprises  this  year.  Its  market  cap 
has  boomed  from  $25  million  a  year 
ago  to  a  stunning  $390  million,  as  its 
stock  has  zoomed  from  2  a  share  in 
mid- 1992  to  8%  by  Sept.  22.  This  Ram- 
sey (N.J.)  wireless  telecommunications 
company,  which  recently  acquired  the 
only  provider  of  specialty  mobile  ra- 
dio services  in  Britain,  has  yet  to  make 
money.  Revenues  last  year  fell  to  $27.2 
million  from  1991's  $36.8  million. 

So  what's  Geotek's  big  appeal?  The 
company  promises  to  commercialize 
one  of  Israel's  military  technologies. 
In  a  joint  venture  with  the  Israeli  de- 
fense research  and  manufacturing 
agency  Rafael  Armament  Development 
Authority,  Geotek  aims  to  use  the  Is- 
raeli military's  "frequency  hopping  sys- 
tem" in  specialized  mobile  radio  com- 
munications. Transportation  and  courier 
companies  would  utilize  this  system. 

This  advanced  digital  mobile  radio 
technology  has  enabled  the  Israeli  mil- 


itary to  make  phone  conversation; 
der  the  toughest  conditions,  expin 
Geotek  President  and  ceo  YaroiE 
tan.  He  notes  that  the  technology  $ 
provided  reliability  and  security  t% 
rael's  military  phone  system. 

Geotek  will  make  full  use  of! 
underutilized  "specialized  mobile  rift 
frequencies  used  by  taxi  operators^ 
courier  companies,  says  Eitan.  Gel 
already  owns  a  significant  numbel 
radio  frequencies  in  the  U.  S.  to  ot 
ate  mobile  radio  systems,  which 
company  hopes  to  provide  to  cor 
nies  that  have  wide  sales  network 
Analyst  Sewall  Hodges  at  Arn 
&  S.  Bleichroeder,  a  New  York  im 
ment  firm,  sees  revenues  jumpinj 
$65  million  in  1993  and  to  $80  millio' 
1994.  Earnings,  however,  aren't  exp 
ed  until  1995.  Even  so,  Hodges  thii 
the  stock  is  undervalued  and  expeci 
to  hit  20  by  mid-1995.  Some  big 
investors  have  bought  in,  including 
Associates,  which  owns  a  5%  stake 


A  BRAND  NEW  BAG 
FOR  A  PACKAGER? 


A lot  of  the  takeover  action  th 
days  is  centered  on  the  enl 
tainment  industry.  But  now 
prosaic  packaging  arena  is  starting 
perk  up  with  some  takeover  deals, 
far  the  pros  are  eyeballing  speck 
packagers  such  as  Gibraltar  Pack 
ing  Group.  This  Charlotte  (N.  C. 
signer  and  maker  of  customized  pa 
aging   products,   including  fold 
cartons,  specialty  laminated  boxes, 
tubular  paperboard  packaging,  has  s< 
its  stock  rise  to  9%  from  5lA  in  Man 
One  New  York  money  manaj 
notes  that  Engraph,  a  specialty  pack 
er,  was  recently  acquired  by  Son< 
Products  for  $300  million.  He  belie\ 
Gibraltar  is  likely  to  be  the  next 
get.  Based  on  that  acquisition,  sa 
this  pro,  Gibraltar  is  worth  twice 
current  price. 

Analyst  Lee  Wilder  at  Robinsd 
Humphrey  in  Atlanta  agrees  that 
braltar,  whose  sales  have  doubled  I 
$51  million  last  year  from  $25  million  i 
1991,  deserves  a  higher  valuation  evj 
without  the  allure  of  a  takeover.  T 
company's  two  recent  acquisitions,  s 
figures,  will  boost  revenues  in  the  yd 
ending  June  30,  1994,  to  $90  millic, 
"Earnings  momentum  is  firming,  ai| 
solid  earnings  growth  is  probable  I 
1994,"  says  Wilder.  She  now  believ 
that  her  earnings  estimates  of  80<t 
share  in  fiscal  1994  and  $1.05  in  19' 
are  "conservative." 
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ment  risk,  investment  allocation  risk. 

Risk,  both  garden  variety  and  exotic, 
is  what  Bankers  Trust  knows  most  about. 
Today,  we've  marshaled  all  our  risk  manage- 
ment skills  to  help  you  deal  with  that  most 
difficult  of  creatures,  the  retirement  plan. 

To  learn  more  about  our  Retirement 
Services,  call  Rich  Mann,  (212)  454-1613. 

Manage  risk  wrong,  and  it'll  reach 
out  and  punish  you.  Manage  it  right,  and  it 
will  bring  you  nothing  but  rewards. 


Retirement  planning  has  strikingly 
long-range  effects.  The  risks  you  choose  to 
take  —  or  not  take  —  can  touch  you  ten, 
twenty,  even  thirty  years  from  now. 

It  doesn't  matter  whether  you're 
planning  your  own  retirement  or  doing  the 
planning  for  your  whole  company.  The  risk 
is  just  the  same. 

Some  risk  is  of  a  familiar  species: 
market  risk,  inflation  risk.  But  most  is  more 
exotic:  longevity/mortality  risk,  early  retire- 


0  Bankers  Trust  Retirement  Services 
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PLUGGED  INTO  THE 
WIRELESS  WORLD 


Ericsson  cashes  in  on  the  cellular  market 

Lars  Ramqvist  learned  the  valuable 
lesson  from  his  father,  a  mining 
foreman,  that  hard  work  pays  off 
Now,  he's  enjoying  some  of 
the    rewards.  Last 
summer,   after  three 
grueling  years  as  presi- 
dent of  L.  M.  Ericsson, 
the  Swedish  telecommu- 
nications equipment 
maker,  Ramqvist  cashed 
in  about  $2  million  in 
company  stock  to  buy  a 
private  hunting  reserve 
near  the  Baltic  Sea.  From 
his  new  digs  in  a  16th  cen- 
tury chateau,  he  can  roam 
the  1,500  acres  south  of 
Stockholm    stalking  wild 
boar,    moose,    and  other 
game. 

The  estate  is  a  reward  for 
taking  the  heat  of  the  past 
few  years.  After  watching 
profits  nose-dive  since  1990, 
Ramqvist    turned  Ericsson 
around  this  year  and  made  it 
one  of  the  hottest  players  in 
the  sizzling  telecommunications 
game.  Its  star  performer:  cellu- 
lar mobile-phone  networks.  Erics- 
son has  long  controlled  a  leading 
40%  of  the  world  market  for  tra- 
ditional analog  cellular  transmis- 
sion equipment,  ahead  of  Motorola 
Inc.  and  American  Telephone  &  Tele- 
graph Co.  Now,  it  has  taken  an  even 
stronger  lead— as  much  as  60%— in  the 
surging  market  for  digital  cellular  gear. 
Led  by  a  75%  spurt  in  cellular  sales  in 
the  year's  first  half,  Ericsson's  profits 
will  more  than  double  this  year,  to  $228 
million,  on  a  28%  jump  in  sales,  to  $7.5 
billion,  predicts  Merrill  Lynch  &  Co.  an- 
alyst Neil  Barton.  And  its  stock  price 
has  more  than  doubled  since  January, 
to  a  record  high  of  51. 
"SALAD  DAYS."  Ramqvist  is  banking  on 
an  increasingly  mobile  future.  This  year, 
for  the  first  time,  cellular  will  account 
for  more  of  the  company's  sales  than 
wire-based  public  phone  network  equip- 
ment—Ericsson's core  since  its  founding 


lular  Communications  Inc.,  to  . 
which  has  agreed  to  buy  McCaw. 

At  the  same  time,  price  war 
slashing  profit  margins  in  Ericsson'* 
lie-network  phone-switch  business 
the  company's  cash  cow.  That's  esp 
ly  painful  in  the  savage  U.  S.  nu 
where  analysts  estimate  it  lost  $5( 
lion  last  year  on  traditional 
switches,  though  it  made  a  profit  o\ 
Ericsson  has  also  lost  share  recenl 
countries  such  as  Mexico  and  Spai: 
a  result,  profits,  though  rebounding 
not  surpass  the 
pre-tax  peak  of 
ml 


in  1876.  Now, 
Ramqvist  hopes  to  parlay 
that  mobile  strength  into  every  flavor  of 
emerging  wireless  communications,  from 
cordless  office  phones  to  the  new  "per- 
sonal communications  systems."  He's  also 
positioning  Ericsson  to  be  in  the  middle 
of  plans  by  phone-network  operators 
over  the  coming  years  to  combine  mobile 
and  fixed  systems  so  callers  can  dial 
and  be  reached  anywhere  using  a  single 
personal  phone  number.  Cellular  alone 
"is  not  the  end  of  the  strategy,"  Ramq- 
vist says.  "It's  now,  during  the  salad 
days,  that  we  must  start  to  work." 

In  fact,  Ericsson  faces  a  bundle  of 
challenges.  The  new  digital  mobile  mar- 
ket has  attracted  twice  as  many  big  sup- 
pliers as  the  half-dozen  hawking  analog 
systems.  Ericsson  is  also  likely  to  lose 
its  largest  mobile  customer,  McCaw  Cel- 


before  1995,  pre- 
dicts James  Capel  &  Co.  analyst 
Coleman. 

Still,  the  focus  on  fast-growing 
bile  looks  smart  in  light  of  intense  c 
petition  in  the  traditional  wired-phc 
switch  market.  The  cellular  comeb 
has  even  put  to  rest  years  of  speeulai 
that  Ericsson  would  be  forced  to 
out  because  it  couldn't  compete  w 
well-heeled  rivals  that  are  more 
twice  its  size.  "Ericsson  has  tau; 
everyone  a  lesson  about  staying  resp) 
sive  in  a  liberalizing  market,"  Colen 
says.  Its  nimbleness,  he  adds,  co 
prove  more  critical  than  deep  pockets 
privatization  and  deregulation  aroi 
the  world  put  phone-system  custom 
up  for  grabs. 

Ramqvist's  agility  was  put  to  the  t 
soon  after  he  took  the  helm  in  19 
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growth  of  both  public  network 
■s  and  analog  cellular  systems  be- 
peter  out— just  after  he  had  per- 

directors  to  swallow  a  massive 
dget  hike  for  research  and  devel- 
,  over  two  years,  to  $1  billion  an- 
Ramqvist,  54,  still  shudders  when 
ills  an  investors'  meeting  in  No- 
r,  1991,  only  a  week  after  his 
;  customer,  Telefonica  de  Espafia, 
ctedly  slashed  its  orders  by  80%. 
5  the  darkest  moment  of  my  ca- 
ie  says.  Along  with  crashing  prof- 
Icsson's  stock  price  collapsed  70%, 
barely  more  than  it  was  spending 
are  on  R&D. 

iSY  PART.  But  Ramqvist  ignored 
-some  from  his  own  staff— to  cut 
d  bolster  profits.  Had  he  taken 
ay  out,  says  Chief  Financial  Off i- 
irl  Wilhelm  Ros,  "we'd  be  out  of 
ss  by  the  mid-Nineties."  Instead, 
rist  decided  to  slash  the  number  of 
es  by  half,  to  30,  by  1995.  He  also 
ified  cost-sharing  ventures  with 
lartners  as  Texas  Instruments  for 
Hewlett-Packard  for  network  soft- 
and  General  Electric  for  market- 
lobile  gear  in  the  U.  S.  So  far, 
on  has  cut  overhead  by  $300  mil- 
id  jobs  by  11%,  to  64,000. 
it  was  the  easy  part.  To  keep  Er- 
|  global  lead  in  mobile  communica- 
researchers  had  to  develop  new 
1  systems  to  three  different  stan- 
— for  Europe,  the  U.  S.,  and  Ja- 
at  once.  Any  one  was  an  order  of 
itude  more  complex  than  an  analog 
m.  But  the  European  standard, 
Groupe  Speciale  Mobile  (GSM),  was 
^eloper's  nightmare,  as  technical 
ications  changed  right  up  to  the 
1991,  startup  deadline  agreed  to 
uropean  network  operators.  To 
the  crunch,  Ericsson  ran  research, 
facturing,  and  service  operations 
•allel  for  the  first  time.  Researchers 
;st  results  24  hours  a  day  over  six 
is  to  a  lab  dubbed  the  War  Room, 
Stockholm.  In  turn,  it  routed  design 
;es  to  production  and  installation 
around  Europe, 
the  ground  in  Germany, 
ied  technicians  installed 
reds  of  prototype  radio 
stations  and  switches  to 
the  deadline  for  Mannes- 
Mobilfunk,  Ericsson's 
important  GSM  customer, 
had  to  be  replaced 
ir  later  with  com- 
ial   versions— at  a 
of  millions  to  Erics- 
"Ramqvist  took  a 
ng,  but  it  paid  off 
somely,"  says  Mobil- 
board  member 
je  Schmitt.  While  Al- 
Alsthom,  Philips  Elec- 
ts, and  others  ran  into 


GSM  delays,  Ericsson's  Mobilfunk  victory 
has  helped  it  win  orders  for  21  of  38 
GSM  networks  ordered  so  far. 

New  mobile  operators  such  as  Mobil- 
funk  have  been  Ericsson's  ticket  into 
new  markets  from  Canada  to  Taiwan. 
Most  important,  a  $400  million  order 
from  upstart  Japan  Telecom  broke  the 
lock  on  Japan's  analog  market  shared 
by  NEC,  Fujitsu,  and  Motorola.  As  a  re- 
sult, Ericsson  is  the  only  supplier  ship- 
ping complete  digital  systems  to  the 
world's  top  three  markets. 

Ericsson  has  proved  a  wily  competitor 
in  mobile-phone  handsets,  too.  Last  year, 
it  stunned  Motorola  and  Finland's  Nokia 
by  introducing  a  12-ounce  GSM  pocket 
model— a  third  lighter  than  the  best 
from  either  of  those  market  leaders. 
Then,  this  summer,  it  slashed  prices  by 
25%.  Ramqvist  says  mobile-phone  sales 
will  double  this  year,  to  $650  million. 
Dataquest  Inc.  analyst  Dean  Eyers  ex- 
pects Ericsson  to  move  up  three  notches 
this  year,  to  third  place  in  global  market 
share  for  cellular  phones. 

For  an  encore,  Ramqvist  is  counting 
on  taking  the  lead  in  the  emerging  mar- 
ket for  personal  communication  sys- 
tems. PCS,  using  low-power  transmitters 
and  cheap  pocket  phones,  promises  to 
bring  wireless  calling  to  the  masses— 
and  quintuple  the  world's  current  22 
million  mobile  subscribers  by  the  turn  of 
the  century,  Ericsson  believes.  It  took 
an  early  lead  by  snaring  the 


the  advice  of  Ws 


Ignoring 


contract  for  the 
world's  first  PCS 
network,  a  London 
system  launched 
this  summer.  But 
Nokia  is  close  on 
its  tail,  with  two 
PCS  wins  in  Germa- 
ny and  Britain. 

More  than  a  se- 
quel to  cellular, 
however,  PCS  is 
critical  to  Ericsson's 
strategy  in  public- 
networks.  As  fixed- 
network  operators 
such  as  the  U.  S. 
Baby  Bells  expand  their  wireless  pres- 
ence through  PCS,  Ericsson  aims  to  gain 
an  edge  by  integrating  fixed  and  mo- 
bile features  on  the  same  switch  at  low- 
er cost.  It's  no  surprise  that  the  first 
combo  products  will  roll  out  next  year  in 
the  U.  S.,  where  fourth-ranked  Ericsson 
has  been  bloodied  in  price  wars  over 
standard  switches  with  AT&T,  Northern 
Telecom,  and  Siemens. 

That  won't  be  Ericsson's  only  fight 
in  the  U.  S.  As  mobile  operators  go  dig- 
ital, it  so  far  has  snapped  up  10  adopt- 
ers—including McCaw  franchises  in  New 
York  and  Dallas— of  an  early  digital  stan- 
dard called  TDMA,  for  time-division  mul- 
tiple access.  But  many  other  cellular  op- 
erators are  holding  out  until  1995  for  a 
rival  digital  standard  backed  by  Motoro- 
la. If  the  Motorola  camp  prevails,  Erics- 
son could  lose  its  grip  on  its  30%  U.  S. 
mobile  market  share.  It  would  likely 
switch  to  the  new  standard,  called  code 
division  multiple  access,  or  CDMA,  if 
pushed.  The  problem  then,  warns  Craig 
Fan-ill,  technology  vice-president  at  Pac- 
Tel  Corp.,  is  that  "they're  not  going  to 
be  a  leader." 

MIX  MASTERS?  For  now,  booming  sales  in 
such  markets  as  Japan  and  China  allay 
potential  worries  in  the  U.  S.  "Ericsson 
is  on  a  roll  because  mobile  is  on  a  roll," 
says  Jozef  Cornu,  executive  vice-presi- 
dent of  Alcatel.  "But  how  long  can  that 
last?"  Indeed,  market  researchers  at 
Northern  Business  Information  predict 
digital  cellular  growth  will  plateau  by 
1996. 

But  Ramqvist  has  a  plan. 
By  then,  he  expects  feisty 
Ericsson  to  move  into  high 
gear    on    new  multimedia 
switches,  which  can  handle  a 
mixture  of  voice,  video,  and 
data,  and  high-speed  transmis- 
sion systems,  where  it  has 
lagged  behind  in  the  past.  If 
Ericsson  proves  as  agile  there 
as  in  mobile,  Ramqvist  may 
think  one  day  about  adding  a 
wing  onto  that  Baltic  retreat. 
By  Jonathan  B.  Levine  in 
Stockholm,  with  bureau  reports 
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SUPERCOMPUTERS  I 


With  regularity,  Cray  Research 
Inc.  used  to  pooh-pooh  the 
idea  of  stringing  hundreds  of 
relatively  cheap,  standard  microproces- 
sors together  to  create  powerful  super- 
computers. This  was  the  company,  af- 
ter all,  that  had  practically  invented  the 
traditional  supercomputer  based  on  a 
few  ultrafast  custom  processors.  But 
now,  years  after  competitors  first  be- 
gan fielding  micro-based  machines,  Cray 
Research  is  introducing  one  of  its  own, 
the  T3D. 

Better  late  than  never,  say  stock  ana- 
lysts. The  supercomputing  market  lead- 
er's sales  growth  has  been  flat  for  years, 
its  shares  mired  in  the  low  to  mid  20s 
and  trading  below  book  value.  Amid  a 
weak  economy,  cutbacks  in  military 
spending,  and  the  maturing  of  Cray's 
traditional  product  line,  the  newfangled 
T3D  may  be  the  company's  best  chance 
for  growth.  The  market's  focus  is  shift- 
ing rapidly  to  the  machines,  known  as 
massively  parallel  processors  (MPPs), 
which  more  than  a  dozen  hungry  com- 
petitors, including  IBM,  now  sell.  That 
is  reducing  Cray's  traditional  "vector" 
supercomputers  to  mainly  a  replacement 
market.  Says  Goldman,  Sachs  &  Co.  an- 
alyst Barry  Willman:  "Cray  Research  is 
at  a  crossroads." 

There's  no  need  to  tell  John  F.  Carl- 
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son,  who  last  January  succeeded  long- 
time Chairman  and  Chief  Executive 
John  A.  Rollwagen,  who  left  in  hopes  of 
joining  the  Commerce  Dept.  Carlson, 
the  company's  former  finance  chief,  is 
currently  seeking  board  approval  for  a 
new  strategic  plan,  which  he  declines 
to  discuss.  Robert  H.  Ewald,  executive 
vice-president,  meanwhile,  has  realigned 
the  sales  organization— in  part,  he  wrote 
in  a  memo  to  employees,  to  "create  more 
enthusiasm  for  ourselves." 

The  first  order  of  business  will  be 
working  through  the  issues  raised  by 
the  T3D,  slated  for  unveiling  in  Washing- 
ton, D.C.,  on  Sept.  27.  Will  it  sell  well 
enough  to  boost  overall  revenues  and 


earnings?  Or  will  it  just  cannibali:  c 
ders  for  traditional  Cray  hardware  Tl 
T3D  must  be  linked  with  a  tradi)i> 
Cray  supercomputer,  which  effecye 
limits  sales  to  the  company's  insffi 
base.  "At  its  best,  the  [T3D]  willjii 4 
serve  market  share,"  says  supercool 
er  market  analyst  Gary  Smaby,  hel 
the  Smaby  Group. 
"sideways"  step.  In  fact,  the  m| 
for  Cray's  traditional  systems,  s|ir 
for  up  to  $30  million  apiece,  is  alb 
saturated.  Efforts  to  broaden  bebi 
Cray's  loyal  following  of  scientists^ 
engineers,  especially  by  branchingn 
commercial  markets  such  as  fine 
have  fizzled.  An  attempt  to  seed* 
customers  with  lower  cost  "minis  it- 
computers"  also  fell  flat.  Cray  Resin 
sold  just  44  of  its  $250,000  and  til 
minisupers  in  the  first  half  of  199au.. 
this  year,  only  9.  An  even  lower-pp 
system,  the  Superdragon,  plugs  intcie 
works  of  engineering  workstations^! 
it's  not  likely  to  cause  more  than  all 
in  sales  and  earnings  soon. 

So  all  eyes  are  on  the  T3D.  Conwi 
executives  believe  their  mpp  entrjB 
outperform  rival  offerings  from  MPP|&! 
ers  Intel,  Thinking  Machines,  and  nCAj 
It  uses  Digital  Equipment  Corp.'s  spw 
new  Alpha  microprocessor.  And  by  m 
liquid  to  cool  them,  Cray  can  cram 
many  as  2,048  of  those  chips  tightlml 
gether  and  significantly  speed  com™ 
cations  among  them.  Rival  designs!* 
their  chips  with  air,  which  is  r.l 
cheaper.  Still,  Carlson  says  becaujl 
is  using  cooling  technology  devels 
for  earlier  products,  Cray  is  able  to  i 
the  T3D  quite  competitively— anal1 
figure  about  $8  million  for  a  256-ppe 
sor  model,  for  example.  And  the  co& 
ny  also  has  plans  for  a  cheaper,  sm;t) 
air-cooled  model. 

Rivals  scoff  at  this  approach.  Dav| 
Douglas,  head  of  hardware  developijt 
at  Thinking  Machines  Corp.,  calls  \i 
big  step  sideways."  Henry  Burkln 
III,  CEO  at  MPP  maker  Kendall  Sqtf 
Research  Corp.,  calls  the  T3D  "dil 
pointing"  because  it  uses  "20-yeail 
technologies."  And  Ed  Masi,  preside]  < 
Intel  Supercomputers  Systems  Div.l 
a  former  Cray  Research  executive,  i8J 
ons  the  cost  of  liquid  cooling  wills 
into  profits:  "I  don't  think  they  can  rl 
money  on  it  matching  my  price." 

In  the  recent  past,  Cray  Reseaii! 
big  worry  was  competition  from  Ja| 
Today,  though,  as  with  so  many  es* 
lished  computer  makers  trying  to  <B 
with  the  microprocessor  revolution  t 
main  struggle  seems  to  be  with  its<H 
its  old  self,  the  one  that  was  so  secui 
could  look  down  on  upstart  technokv 

By  Russell  Mitchell  in  San  Francfy 
with  Gary  McWilliams  in  Boston 
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Our  ideas  are 
helping  power  an 
energy  plant 

When  Falcon  Seaboard 
Resources,  Inc.  needed  help 
financing  a  new  cogeneration 
plant  under  a  tight  credit 
environment,  we  provided  the 
financial  fuel.  Our  Transportation 
and  Industrial  Funding  Business  custo  m-tailored  a  unique  package,  when  others 
could  not,  which  met  their  needs  and  enabled  the  project  to  go  forward  quickly. 


At  GE  Capital,  we  re  23  diversified  businesses 
And  right  now  one  of  them  has  the , 
industry  knotvledge  it  takes  to  meet 
your  next  challenge.  If  youre 
looking  for  a  strong  financial 
partner,  call  1-800-243-2222. 
We'd  welcome  the  opportunity 
to  put  our  energy  to  work  for  you 
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Company 

15.  AT  &  T/NCR  Computer 
Systems 

16.  Bavarian  Ministry 

17.  Canon  FAXPHONE  B70 

18.  Con  Edison 

19.  Lufthansa  German 
Airlines 

20.  Marriott  Corporation 

21.  McDonnell  Douglas 
Aircraft  Company 

22.  NEC  USA 

23.  Pan  Pacific  Hotels 

24.  Residence  Inn  -  The 
next  best  thing  to  home 

25.  Sprint 

26.  Unisys 


L  TECHNOLOGY  I 


SURGEOH  WHOSE 
ANDS  NEVER  SHAKE 


ts  move  from  the  factory  floor  to  the  operating  room 


e  automatic  drill  attached  to  a 
lechanical  arm  bores  a  precise 
hannel  down  an  uneven  cylinder, 
mdard  industrial  technology,  corn- 
ice from  toy  factories  in  Taiwan  to 
tie  shops  in  Toledo.  But  on  this 
.  Sacramento,  this  robot  is  doing 
hing  new:  Surrounded  by  doctors 
;chnicians,  it's  burrowing  down  a 
,  the  thighbone  of  a  human  being. 
>ots  are  marching  from  factories 
>perating  rooms,  and  why  not? 
follow  orders  to  a  tee.  They  don't 
or  sneeze,  and  they're  unper- 
i  by  the  sight  of  blood.  Most  im- 
lt,  they're  masters  of  exactitude, 
man  can't  make  a  precise  adjust- 
of  2.8  mm,"  says  Russell  Taylor, 
*er  of  robotics  and  augmentation 
-eh  at  IBM.  "A  robot  can." 
;LS.  Machines  such  as  the  thigh- 
ng  Robodoc,  for  which  the  Food 
jg  Administration  is  about  to  okay 

I  round  of  tests,  will  provide  more 
a  steady  grip  on  a  scalpel.  In  labs 
Palo  Alto  to  Paris,  engineers  and 
ons  are  linking  robots  to  computer 
stations  and  imaging  equipment. 
;  these  technologies,  many  of  them 
me-downs  from  the  military,  re- 
fers can  see  inside  the  body  and 
i  computer  models  of  it.  This  lets  a 
;on,  working  with  a  computer 
e,  bore  holes  for  hip  replacements, 
i  brain  tumor  more  accurately 
radiation,  or  operate  on  fetus- 
sionaries  see  the  day  when 
rs  sitting  at  a  comput- 

II  do  robotic  surgery 
i  world  away. 


That's  the  kind  of  talk  that  brings 
startups  out  of  the  woodwork.  When 
the  Pentagon's  Advanced  Research  Pro- 
jects Agency  offered  grants  earlier  this 
year  under  the  Clinton  Adminis- 
tration's Technology  Reinvest 
ment  Program,  ARPA's  new 
health-care  technologies 
division  was  flooded 
with  proposals  for  sur 
gical  robots.  General 
Electric  Co.  and  ir.M 
are  in  the  chase,  too. 
And  many  surgeons, 
warming  to  the  idea 
of  robots  as  assistants, 
are  jostling  to  test  pro 
totypes. 

Before  robots  blaze  thi 
dazzling  trail,  doctors  wi 
have  to  calm  patients.  "We  have 
to  get  people  away  from  the  no- 
tion that  this  is  an  R2D2  machine 
that  goes  nuts,"  says  Bela  Musits, 
president  of  Integrated  Surgical 
Systems  Inc.  (ISS),  the  Sacramen- 
to maker  of  Robodoc.  Just  as  im- 
portant, Western  societies  have 
to  decide  how  many  such  machines  they 
can  afford.  "We'll  have  to  perform  real 
cost-benefit  analyses,"  says  Anthony  M. 
DiGioia,  director  of  orthopedic  research 
at  Shadyside  Hospital  in  Pittsburgh, 
which  has  bought  a  Robodoc. 


AT  WORK: 
ROBODOC, 
WHICH  WAS 
INVENTED 
BY  TWO 
SURGEONS, 
COSTS 
$500,000 


HERE 
OBOT 
OCTORS 
1ELD  THE 
NIFE 


Meantime,  it  makes  sense  that  robots 
start  at  the  hip.  That  surgery  is  among 
the  most  primitive,  with  the  doctor  saw- 
ing and  hammering  at  a  patient's  leg 
and  digging  a  tunnel  down  the  femur 
to  anchor  the  implant.  Surgeons  use  ce- 
ment, so  the  fit  isn't  crucial.  But  the 
cement  eventually  breaks  down,  forcing 
many  patients  to  get  replacements  in 
10  or  15  years.  If  the  operation  can  be 
done  without  cement,  the  bone  will  graft 
itself  onto  the  implant,  creating  a  strong- 
er bond.  That  approach,  though,  requires 
pinpoint  precision. 

early  success.  This  problem  vexed  Dr. 
William  Bargar,  a  Sacramento  orthope- 
dist, and  a  colleague,  the  late  Hap  Paul, 
an  orthopedic  veterinarian.  Bargar  and 
Paul  knew  that  automatic  milling 
machines  could  cut  precision 
holes.  But,  says  Bargar, 
robots  are  basically  stu- 
pid. We  were  talking 
about  a  complex  task." 
The  challenge  was  to 
customize  a  hole  for 
each  patient.  Luckily 
for  Bargar,  his  father, 
an  IBM  retiree,  helped 
get  the  computer  gi- 
ant behind  iss. 
Last  November,  the 
startup  unveiled  Robodoc, 
and  Bargar  used  it  on  10  pa- 
tients with  apparent  success:  It 
carved  tight  fits,  reducing  the 
chance  that  the  implants  would 
ever  jostle  loose.  Once  the  FDA 
gives  its  nod,  doctors  in  five  hos- 
pitals around  the  country  will 
start  the  last  stage  of  tests  on 
Robodoc.  Musits  hopes  to  sell 
"several  hundred"  of  the  $500,000  sys- 
tems by  190(1  to  a  large  world  market: 
Some  750,000  hip  replacements  are  done 
each  year,  one-third  in  the  U.  S. 

In  theory,  at  least,  hospitals  will  bite 
in  the  hope  that  Robodoc  will  bring 
them  more  patients.  Hip  re- 
placements now  cost  an  av- 
erage $7,4.'i2  in  the  U.S., 
says  Gail  Latimer,  an  ad- 
ministrator at  Shadyside 
Hospital,  and  most  hospi- 


WHAT  ROBOTS 
DO  NOW... 

HIP  REPLACEMENTS  They 
bore  the  thighbone  so  the  hip 
implant  can  be  attached 

PROSTATE  AND  BRAIN 
TUMOR  RADIATION  Robot 
arms  contour  radiation  to  the 
shape  of  tumors 


...AND  MAY  DO 
IN  THE  FUTURE 

MICROSURGERY  FOR  EYES 

Surgeons  will  look  through  a 
microscope  while  guiding 
machines  that  inject 
anticoagulant  chemicals  into 
blood  vessels,  beaking  up 
clots  from  veins  near  the  retina 


FETAL  SURGERY  Cameras 
will  create  three  dimensional 
images  of  the  inside  of  a 
fetus,  so  that  doctors  can 
perform  medical  procedures 
using  robotic  instruments 

REMOTE  SURGERY  3D  imaging 
will  let  doctors  miles  away  di- 
rect devices  that  do  procedures 
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INTERNATIONAL 
PERFORMER 


T.  Rowe  Price  International  Stock  Fund  —one  of  the  oldest  and 
largest  international  funds — could  be  an  ideal  way  to  diversify  your 
portfolio.  Adding  foreign  holdings  could  help  increase  your  return 
potential  hv  providing  exposure  to  potentially  stronger-performing 
foreign  markets.  And  it  should  help  reduce  your  portfolio's  overall 
volatility  because  foreign  economies  follow  different  cycles  than  the 
U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  a  4-star  rating  for  its  risk-adjusted  perfor- 

mance. $2,500  minimum  (S 1 ,000  for  IRAsl.  No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-8475 


With  Confide 


T.RoweRice 


em, 


International  investing  has  special  risks,  including  currency  fluctuations.  There  is  no  guarantee  that 
the  Fund  can  achieve  its  objectives.  Past  performance  cannot  guarantee  future  results.  Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  7/31/93.  These  ratings  may 
change  monthly.  Ratings  are  calculated  from  the  Fund's  3-.  5-.  and  10-year  average  annual  returns 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month 
Treasury  bill  monthly  returns.  10%  of  funds  in  an  investment  category  receive  5  stars  and  22.5% 
receive  4  stars.  Request  a  prospectus  with  more  complete  information,  including  management  fees 
and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price 
Investment  Services.  Inc..  Distributor. 


YES!  Start  my 
FREE  one-year 

subscription! 

If  you  like  public  radio,  you'll  lou-  the  W IR1IKSS 
catalog!  It's  filled  with  the  upbeat  and  unusual, 
including  vintage  and  contemporary  radio 
recordings  (like  Garrison  Keillor's  "News  From 
Lake  Wobegon"),  classic  American  memorabilia 
and  opinionated  sweatshirts  and  tees.  Get  \our 
cop\  FREE  —  mail  this  coupon  loday! 


WIRELESS 

lOOOVScMgate  Drive.  Dept.  9115.  St.  Paul  MS  55114 


tals  lose  money  on  them.  Even  if 
doc  is  a  success,  hospitals  won't  t 
to  charge  a  premium  because  he£ 
surers  won't  pay  the  difference 
a  Robodoc  might  lx)lster  a  hospita] 
utation  as  a  leader  in  bone  sur] 
and  attract  patients  for  other  orth 
procedures  that  do  make  money 
Of  course,  surgeons  have  us 
puters  and  imaging  equipment  for 
With  MRI,  CT  scans,  and  ultra: 
they've  looked  inside  the  body  ai 
tumors,  sprained  knees,  and  em 
But  to  date,  they've  used  these  j 
see,  not  act— which  is  why  Robo| 
such  a  giant  step.  First,  tech 
place  three  pins  in  a  patient's 
give  the  robot  bearings  for  dot 
work.  Then  they  take  CT  scans 
patient's  hips  and  deliver  them 
computer  workstation,  which  de 
three-dimensional  models  of  the 
and  body  structure.  Using  a  mou 
surgeon  selects  an  implant  of  the  { 
size  and  shape  and  maps  out  tht 
gery.  With  its  work  limited  to  i 
mur.  Robodoc  works  for  about  2" 
utes  of  each   150-minute  oper; 


Using  robotics,  doctors  c 
more  precisely  zap 
tumors  with  radiation  o 
operate  on  a  fetus 


Looking  like  a  wand  with  a  tiny 
ring  propeller  at  its  end,  the  ma 
slowly  tunnels  into  the  bone  as  th 
geon  monitors  its  progress— with 
finger  on  the  pause  button. 

Already,  doctors  and  scientists  at 
negie  Mellon  University  are  devel 
robots  that  can  do  the  other  half 
surgery,  preparing  the  hip  for  the 
cial  socket.  If  these  tests  are  a  sue 
predicts  DiGioia,  robots  will  soon  h 
any  kind  of  surgery  where  bone  mu 
whittled  or  shaped,  including  on  k 
ankles,  and  shoulders.  Bargar  also  s< 
place  for  robots  in  back  surgery,  w 
a  precision  machine  could  work  clo: 
the  spinal  cord  without  harming  it 

Not  every  robot  will  work  on  t 
In  Santa  Clara,  Calif.,  a  group  of 
neers  and  physicists,  many  of  them 
ugees  from  defense  industries,  are 
ing  robots  for  use  in  battling 
tumors  and  lesions.  Currently,  usil 
S4.5  million  machine  called  the  gar 
knife,  doctors  have  to  radiate  muc 
the  brain  to  battle  a  tumor.  By  cont 
the  new  machine,  the  Accuray  1000, 
a  CT  scan  to  develop  a  three-dimenj 
al  model  of  the  brain.  Once  it  kn 
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Join  the  chosen 
few  for  a  couple 
of  rounds. 

For  a  touring  pro,  the  hardest 
part  of  THE  TOUR  Championship 
is  getting  there.  To  be  invited,  a  pro 
must  be  one  of  the  top  30  money 
winners. 

Miller  Sharp's  is  a  proud  sponsor 
of  the  PGA  TOUR,®  THE  TOUR 
Championship  and  one  of  the  for- 
tunate few-1 993  U.S.  Open  champ 
Lee  Janzen. 

And  now,  Miller  Sharp's  invites 
you  to  kick  back  with  a  cold  one 
and  watch  the  best  golf  action  in 
the  world  on  ABC  Sports  on  Oct- 
ober 31st.  This  one  is  so  exclusive 
most  TOUR  pros  will  be  watching 
along  with  the  rest  of  us. 


GREAT  BEER  TASTE. 
ANYTIME. 


We  believe  travel  should  let  you 
experience  the  local  flavor. 


From  the  fresh  seafood  of  the  Pacific  Northwest  to  the  fiery  spices  or  Southeast 
Asia,  our  Pacific  Rim  cuisine  accents  our  philosophy.  To  celebrate  the  best  of  the 
local  culture.  And  offer  only  the  highest  standards.  Sample  our  local  flavor:  call 
your  travel  planner  or  SOO-327-8585  and  ask  for  our  Pacific  Business  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 


NORTH  AMERICA:  VANi  OUVER,  SAN  FRANK  ISC.l).  SAN  DIEOO.  ANAHLIM.  HAWAII  PACIFIC:  AUCKLAND.  GOLD  COAST, 
VANUATU.  PALAU   ASIA:  SINGAPORE,  KUALA  LUMPUR,  JOHOR  HAHRII.  PANGKOR,  JAKARTA.  DHAKA.  WUXI,  NAR1TA 


Add  Power  to  Your  Portfolio 


Benham  Utilities  Income  Fund: 
A  Good  Choice  For  Conservative  Investors. 


JVlany  people  look 
for  two  things  in  an 
income  investment: 
high  current  income 
and  the  ability  to  out- 
pace inflation  over 
time.  Utility  stocks  can 
help  you  achieve  both 
objectives.  That's  why 
Benham  introduced 
the  first  no-load 
utilities  fund  to  offer 
monthly  dividends. 


Growth  of  Utilit\  Stock 
Divini  nds  vs.  Inflation 
(1946-1992) 


i  S&P  Utilities  Index  t 
Dividends 


Low  Costs, 
No  Commissions. 
The  fund  is  true 
no-load,  so  you  pay 
no  commissions  or 
12b-l  fees.  And 
according  to 
Morningstar,  Inc., 
our  operating 
expenses  are  signi- 
ficantly lower  than 
the  average  for  all 
utility  hinds. 


Call  1-800-472-3389,  Dept.  518 


for  \/onr  free  investment  guide. 

□  The  Benham  Group  • 

Managing  $10  billion  in  true  no-load  mutual  funds 

The  free  investment  guide  includes  a  prospectus  with  more  complete  information  on  management  fees  and  expenses.  Please  read  il 
carefully  before  investing  or  sending  money.  The  Fund's  yield  and  share  price  will  vary;  you  may  have  a  gam  or  loss  when  you  sell 
your  shares.  The  chart  above  is  not  indicative  of  the  Fund's  future  performance.  Sources:  Standard  &  Poor's  Security  Price  Index 
Record  and  the  U.S.  Department  of  Labor.  Benham  Distributors,  Inc.,  1665  Charleston  Road,  Mountain  View,  CA  94043 


where  the  tumor  is,  the  maeh 
hit  it  with  just  the  right  doses  c 
tion  from  hundreds  of  angles.  Dr. 
S.  Zorub  at  Shadyside  in  Pitt 
calls  the  $2  million  Aceuray  "th| 
mate  precision  tool."  Zorub,  one  of 
al  surgeons  who  will  test  Accural 
the  FDA  approves,  next  sees  robot! 
ered  radiation  tor  pancreas,  breastf 
tate,  and  lung  cancers. 
exploring.  Still  other  ideas  ar<| 
ing  to  life  in  labs.  At  Northwester! 
versity,  researchers  are  developirJ 
robots  that  will  battle  blindness  I 
jecting  clot-dissolving  drugs  into! 
vessels  in  the  eye.  A  surgeon  I 
control  these  devices  remotely  I 
looking  through  a  microscope.  Scia 
in  Britain,  meanwhile,  are  workil 
camera-wielding  micromachines  thl 
be  inserted  through  the  navel  tq 
explore  a  body's  innards.  Muclj 
fighter  pilots,  who  steer  and  ai! 
moving  their  heads,  helmet-wearinj 
geons  could  turn  their  heads  left, 
up,  or  down  to  see  a  patient's  insi] 
Once  the  technology  advances 
far,  a  doctor  in  San  Francisco  coil 


The  promise  shown  by; 
mechanical  surgery 
is  bringing  startups 
out  of  the  woodwork 


theory  don  a  helmet  and  "walk  thl 
a  body  in  Germany  or  Saudi  Arab 
the  near  term,  this  would  allow  far- 
specialists  to  consult  with  colleagu 
difficult  cases.  Eventually,  scientists 
doctors  could  perform  robotic  sui 
this  way.  The  Pentagon  is  spons< 
research  in  the  area  to  develop  b 
battlefield  surgery.  Progress  hing< 
continued  advances  in  three-dimens 
imaging  and  on  learning  how  to 
age  time:  Even  with  images  and 
mands  traveling  at  the  speed  of 
there  can  be  disorienting  one-se 
lapses  between  a  doctor  and  a  fan 
robot.  Still,  that  problem  hasn't  sto 
boosters  from  giving  the  remote  p: 
dure  a  name:  Nintendo  surgery. 

Researchers  who  are  piecing  tog( 
these  new  systems  must  keep  one 
on  the  national  debate  over  health 
For  while  the  horizons  for  robotic 
gery  are  nearly  limitless,  America's 
ity  to  pay  for  them  isn't.  This  may 
research  toward  machines  that  car 
medical  costs.  The  challenge,  after  a 
to  satisfy  a  public  that  not  only  dem 
miracles,  but  cost-effective  ones. 

By  Stephen  Baker  in  Pittsb 
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irt  business  people  recognize  value  for  money.  1994 
nessWeek  planners,  at  30%  off  the  regular  price,  represent 
value  for  money.  Available  separately  or  in  matching  black 
id  leather  Sets.  The  design  is  sleek  yet  practical,  with 
onth  calendars,  week-to-view  appointment  spreads,  and 
prehensive  travel  &  business  information  sections, 
se  are  planners  with  a  plus. 

the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner. 
'  999  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
ish  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 

•ds,  and  silver-edged  pages.  Full   

e  stamping  is  complimentary. 

stalls  on  customization  options  and  special 
ity  discounts  call  Amanda  Kane  on  201-461-OO40 
its  and  workmanship  fully  guaranteed  or  your  money  back 


USA  Credit  card  holders  mav  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-362-2860 
Ask  Operator  18  for  Dept  BC4HP4 
We  honor  AmEx  Diners  Visa  MasterCard 


Desk  Planners: 

1072"  x  872" 
Pocket  Planner: 

678"  x  33/s" 
Wallet  Planner: 

774"  x  37V 


ime  (Mr/Mrs/Ms)_ 

impany  

ldress 


State/Country 


p/Postcode_ 
b  Title 


Tel 


J  Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
stomization  options. 

ill  name  for  blocking  

ip  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER. 

pt  BC4HP4  P  0  Boxl597.  Fort  Lee.  NJ07024.  USA  Fax:  201  461  9808  or 

3  Box  13.  Great  Missenden.  Bucks  HP16  OPZ  ENGLAND  Fax:  44  494  890757  or  Suite  C,  22nd 

Dor,  Ylko  Industrial  Building.  10  Ka  Yip  Street,  Chaiwan.  HONG  KONG  Fax  852  5589246 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Rlue  Presidential  Planner  Set 


Code 


RWliil 


Regular  Prio 


1-wrttmrr 


L'SSM  w 


US$24  95 


US$12.95 


L'SSOMKl 


Quantity 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner  Boxed  for  gift  presentation  with  complimentary  silver  blocking  of 
vour  name  on  both  itemsl 


Prices  include  deliver)  by  surfa-e  mail 
but  do  not  ini  lude  local  duties  of  tanes 
Delivery  commences  September  1993 


1  payable  to  'BusinessWeek  Planner' 


Personalization  US$4  75  per  item 


Handling  &  Packing  US$2.25  per  item 


□  Check 

D  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed} 

□  Charge to  □  AmEi    □Diners Club   □  Visa   □  MasterCard 


NJ  Residents  add  6%  Sales  Tax 
UK  Residents  add  VAT 


TOTAL  US$ 
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SUPERTOMATOES — THE 
OLD-FASHIONED  WAY 


Sun  World's  natural  methods  make  it  a  leader 


David  Marguleas  is  ticked  off.  His 
company  grows  and  ships  mil- 
lions of  boxes  of  what  he  claims 
are  America's  best  tomatoes,  a  variety 
called  DiVine  Ripe.  Trouble  is,  a  couple 
of  genetically  engineered  competitors 
still  not  on  the  market  are  hogging  pub- 
licity on  the  return  of  tasty  tomatoes 
to  supermarkets.  "It  took  12  years  to 
develop  this  tomato,  but  all  the  attention 
is  going  to  the  science  that's  supposed  to 
produce  the  same  characteristics,"  says 
Marguleas,  senior  vice-president  for  mar- 
keting for  Sun  World  International  Inc. 
in  Bakersfield,  Calif. 

Those  qualities  are  full  color  and  fla- 
vor, firmness,  and  a  shelf  life  that  lets 
the  tomato  be  shipped  cross-country 
without  rotting.  Calgene  Inc.  and  DNA 
Plant  Technology  Corp.  make  similar 
claims  for  their  gene-altered  tomatoes. 
But  they're  waiting  for  Food  &  Drug 
Administration  approval  before  launching 
them  into  the  $3.5  billion  American  mar- 
ket. Sun  World,  by  contrast,  has  sold 
its  tomatoes  since  1990— having  created 
them  with  100-year-old  cross-breeding 
and  selection  techniques. 
EDIBLE  FOODS.  Sun  World  is  the  brain- 
child of  Marguleas'  father.  Chairman  Ho- 
ward P.,  who  quit  as  president  of  Tenne- 
co  Inc.'s  farming  operations  in  1975.  His 
new  company's  mission,  he  says,  "was  to 
differentiate  ourselves  with  flavor,  at- 
tractiveness, and  seasonality"— and  thus 
sell  only  high-margin  produce.  His  weap- 
on would  be  patented  varieties  that 
were  bought,  licensed  exclusively,  or  de- 
veloped internally.  Now,  60%  of  what 
Sun  World  grows  are  exclusive  vari- 
eties. Most  growers,  by  contrast,  rely  on 
public-domain  products  developed  by 
universities  and  the  Agriculture  Dept. 

Marguleas'  strategy  has  produced  a 
fast-growing,  S-'3(M)  million  operation  that 
has  triggered  changes  in  the  $40  billion 
produce  industry  far  beyond  those  the 
company's,  size  should  warrant.  In  1983, 
Sun  World  introduced  Le  Rouge  Roy- 
ale,  the  first  mild,  elongated,  sweet  red 
pepper.  In  1988,  it  launched  the  coun- 
try's first  seedless  watermelon,  devel- 
oped more  than  50  years  earlier  but 
never  commercialized.  That  spawned  a 
host  of  imitators— right  down  to  the  la- 
bel, which  notes  that  the  melon's  white 
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seed  pods  are  edible. 

Privately  held  Sun 
World's  next  coup 
came  on  Sept.  20, 
when  it  started  ship- 
ping a  mango  that  ri- 
pens in  late  Septem- 
ber and  October,  just 
after  the  huge  Mexi- 
can crop  and  before 
South  America's  No- 
vember harvest.  The 
new  mango  is  already 
fetching  four  times 
the  price  of  mangoes 
in  season.  Next  year, 
a  baseball-size  apricot 
will  make  its  debut, 
and  Sun  World  will 
test  a  seedless  black 
grape.  In  all,  the  com- 
pany owns  45  patented  varieties  and 
has  introduced  more  new  fruits  and  veg- 
etables than  am  company  ever,  David 
Marguleas  claims. 

That  may  be  hard  to  substantiate. 
But  "they're  renowned  within  the  indus- 
try as  a  leader  in  developing  new  varie- 
ties to  fill  market  niches,"  says  Bryan 
Silbermann.  executive  vice-president  of 
'the  Produce  Marketing  Assn.  Adds  Ken- 
neth W.  Green,  corporate  vice-president 


v":f 


MARGULEAS 
WITH  MANCOE 
THAT  RIPEN  IN 
THE  FALL 


SUN  WORLD'S 
HOTTEST  PRODUCTS 

Ranked  in  order  of  estimated  1993  soles 


Le  Rouge  Royale  red  pepper 

Elongated  variety,  meaty  and  mild 


O 


* 


DiVine  Ripe  tomato 

Good  durability,  color,  and  flavor 


Superior  Seedless  green  grapes 

Sweet,  extra  crunchy,  very  large 

I  Sun  World  Seedless  watermelon 

Thin  rind,  crisp  red  flesh 


Star  Sweet  grap 

Extra-deep  red,  la 


efruit  \  ) 

rge  size  ^ 


Black  Diamond  plum 

Large,  round,  red-fleshed 

DATA:  COMPANY  REPORTS 


for  produce  at  the  1,200-store  Gream 
lantic  &  Pacific  Tea  Co.:  "TheB 
stepped  away  from  the  crowd,  sel 
things  others  just  don't  have." 

In  a  sense.  Sun  World  is  the  ml 
for  both  Calgene  and  DNA  Plant  TecM 
ogy  (dnap).  Both  have  contracted  m 
key  growers  and  will  market  their  pi 
ucts  directly  to  food  stores.  In  addil 
to  genetic  engineering,  dxap  usesl 
celerated  breeding  techniques  andl 
commercialized  18  products.  'WV  all  1 
the  same  strategy— to  bring  unique  p 
ucts  to  the  supermarket."  says  Rol 
Serenbetz,  DNAP's  president.  "But  ev 
one  forgets  that  Sun  World  was  the 
neer,  because  they  don't  use  the  s 
genetic-engineering  approach." 

That  may  be  just  as  well.  Envi 
mental  activists  who  oppose  using 
technology  on  food  have  whipped 
such  a  backlash  that  1,500  chefs  h 
publicly  swom  off  the  use  of  "unnatu 
genetically  engineered  foods.  Andl 
Aug.  4.  Chicago  passed  an  ordinance 
quiring  retail  establishments  to  p 
signs  identifying  any  genetically  ei 
neered  foods. 

Biotech,  ironically,  isn't  all  that 
natural.  Calgene  inserts  a  gene  th; 
the  mirror  image  of  one  that  produ 
the  enzyme  polygalacturonase,  or 
which  causes  tomatoes  to  soften.  1 
so-called  "antisense"  gene  turns  off 
production  of  PC  DXAP  inserts  a  gene 


SCIENCE  &  TECHNC 


The  McDonnell  Douglas  F/AT8  was 

built  for  the  fast 


There's  no  short 
cut  to  the  future 
but  there  is  a  fast  lane. 


lane.  Smart, 
flexible  and 
proven.  This 
is  the  only 


aircraft  to  be  called  "the  workhorse  of 
naval  aviation."  For  today  and  tomor- 
row. There's  more.  The  F/A-18  is  the 
only  aircraft  to  receive  the  multi-role 
designation  "fighter/attack."  And  since 
we've  delivered  over  a  thousand 
F/A-18s,  it  comes  with  a  worldwide, 
combat  proven  track  record.  The 
F/A-18.  It's  a  bold  testimonial  to  our 
financial  stability,  manage- 
ment strength  and  future 
success.  This  aircraft 
is  taking 

McDonnell  Douglas 
into  the  future.  In 
fact,  well  into  the  next  century,  the 
F/A-18  will  be  smart,  tough  and  effective. 
Just  like  its  creator. 


I 


MCDONNELL  DOUGLAS 

Performance  Above  and  Beyond. 


" 1  1993     Donne II  Douglas  (.nrpurjtmn 


rOK  AD  KAItb  ANU  IINHJKMA  I IUIN 
PHONE  (312)  337  3090 
FAX;  (312)  337-5633  OR  WRITE 


Marketplace 


BusiiNtas  wttK  MAKic.ti-r'LA', 
100  EAST  OHIO  STREET  SUITE  d 
CHICAGO,  ILLINOIS  6061 1 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 


WHOLESALE 


3M 

Bu)  A  rolls 
of  8103/4" 
v  12%"  ! 
tape  and  receive  a  free 
( Mi  black  dispenser. 

#70518  sy% 


eg  eidon 


Slaikable  l^tler  Trav 
# 16003 

990EA 


lull-Strip  Black  IH-.K 
Stapler 

$799 
#  747Bk  / 


I.  A 


PAPER  MATE 

White 
Correction 
Fluid 


56£ea 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9.6(X!  different  items,  same  day  shipping,  and  all  at  prices  you 
have  to  sec  to  believe.  We  guarantee  it!  Call  for  details  and  your  free  catalog. 


1-800-962-9162 


\d  (  (idellOSs 


Computer  Software 


*  300  diseases  *  700  medications 

*  family  &  doctor  info 

*  medical  history 

*  lead  poisoning 

*  immunizations 

*  identification 

*  medical  reports 

*  search  diagnosis 


BABYDOC™  IN  A  DISK 

A  must  for  every  home 
with  children 


$49.95 


'■  growth  &  dev 


Baby  doc  ™ 
P.O.  Box  26180 
Fresno,  CA  93729-6180 
(800)NICE>K1D  *  (800)-642-3543 


Presentation  Equipment 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


ARUTE 


LASER 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


INTER 


s72 

WHIIt 

$82 

SILVER 


•  1  Year  Warranty  •  <  5mW  Power 

•  Range  up  to  100  yds 

•  2  AAA  Batteries  Included 
DEALER  INQUIRIES  WELCOME. 

(>  RIPK 

55  Oak  Court  Danville.  CA  94526 
Tel  510-820-1763  •  Fa*  510-820-8738 


800-854-6686  DEPT.  H 


Investment  Services 


*92 

BLACK 

120 

24K  GOLD 


FOLLOW  A  LEADER 
SEVEN  LETTERS 
INVESTMENT  GUIDE© 

READ  THIS  BOOK'  U 
Chapters  on  Investing 
Fundamentals,  plus  a 
Dictionary  ol  Financial  Terms 
has  aided  in  achieving  lor  his  clients 
results  tar  beyond  expectations  Follow 
this  Registered  Investment  Advisor  (40 
years  with  a  NYSE  km)  and  achieve 
success  in  investing  lor  a  LOW-LOW 

(M  ftC^END  CHECK  OR  MONEY  ORDER 

M.yj)  4ddf )  95  Postage  <S  Handling 
T         (Beautilully  packaged  cassette 
also  available  @  $9  95) 


AMEX  S  VISA  accepted  - 
1 -800-345-5609 
Seven  Letters  Corp  ,#800, 
1101  Bricked  Ave .  . 
Miami,  FL  OyV 
33131 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 
BRONZE  COLLECTION 

BRONCO  $  4 
BUSTER   5,1 4U 

"Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
and  Associates 

r4305  S  Highway  17-92 
Casselberry,  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg  &  hdlg  additional 


Computer  Software 


SAVE  TIME  AND  MONEY  IN 
ENGINEERING  &  RESEARCH. 


Let  our  IBM  PC/Compatible 
Intelligent  software,  QUALITEK-4 
(list  $1,195),  automatically  design 
and  analyze  your  TAGUCHI 
experiments.  Call/Fax  for  our 
FREE  full  featured  working 
model:  NUTEK,  Inc.  Ph  313/642-4560 
Fax  313/642-4609. 


Audio  Books 


BOOKS 
ON  TAPE 


.-.i  Audio  B.  >■  <■■ 


Best  Sellers 
on  Cassette 

Full-length 
Readings 

Call  for  Free 
Brochure 


(800)  626-3333 


International  Opportunities 


Exercise  your: 
CHINA  MARKET  LINK 

Explore  investment  opportunities 
in  the  rapidly  expanding  China 
market  through  direct  meetings 
with  the  right  Chinese  government 
and  industry  officials.  CHINA 
MARKET  LINKvjiti  organize  every 
detail  of  your  visit.  Our  professionals 
will  custom  design  an  itinerary  to 
meet  your  specific  needs.  Call  for 
details.  1-800-WLD-LINK 

TnGlobal  International  Market  Services,  Inc. 


Business  Opportunities 


START  YOUR  OWN 


PRIVATE  POSTAL  CENTER 


MAILBOX  MANUFACTURER  has  tree 
mailbox  catalog  and  information  on 
Private  Postal  Centers  and  related  busi- 
ness services.  HIGH  PROFIT  I 


(800)323-3003 

inCA  (213)232-6181 
1010E.62ndSt  LA.,  CA  90001 
People  Committed  tc  Ouoliti  Since  193d 


Financial  Services 


WILL  YOU  HAVE  ENOUGH  MONEY 
TO  RETIRE  COMFORTABLY? 

ANNOUNCING 

RETIREMENT  PLANNING 
YOU  CAN  AFFORD! 


FOR  ONLY  S39.95  RECEIVE 
A  PERSONALIZED  COMPREHENSIVE  ANALYSIS.  DETAILING 
HOW  YOU  CAN  FULFILL  YOUR  FINANCIAL  DREAMS 

YOUR  20  PAGE  REPORT.  COMPLETE  WITH 
CHARTS  AND  GRAPHS  WILL  HELP  YOU  DETERMINE 

•  THE  FUTURE  VALUE  OF  TOUR  RETIREMENT  PUNS 
'  THE  BEST  INVESTMENT  MIX  FOR  YOU 

•  YEARLY  INCOME  YOU  LL  NEED  TO  REACH  YOUR  RETIREMENT  GOALS 


FOR  FREE  DETAILS  WRITE  TO: 


nTWIuTmWWA 


5494  PERKI0MEN  AVE.  #310,  READING,  PA  19606 
A  CLEARER  VISION  OF  TOMORROW 


Office  Supplies/Equipment 


WARNING: 


Electricity  May 
Cause  Cancer! 

A  Swedish  study 
revealed  that  th 


me  ^> 
Cancer  risk  to  \ 
children  continuously \ 


exposed  to  2  mG 
of  EMFs  -  Electro 
Magnetic  Fields  - 
was  3  times  higher  $39.9J 

than  normal.      Money  Back  c 


Why  Take  a  Chance? 


Measure  the 
EMFs  from  your: 
-Office  Equipment 
-Computer 
-Cellular  Phone 
-Power  Lines 
-Electric  Blanket 
-Appliances 

T  AX  Requests  for  t 
Orders  to  619-67 


Dr.  Gauss™ 
is  an  easy  to 
use  Gauss 
meter  which 
accurately 
measure  EMFs 
in  your  office 

and  home, 
rtore  into,  and 
3-7170  FAX 


Education/instructi 


SB 


COLLEGE  DEGI 

BACHELORS  •  MASTERS  •  DOC 

For  Work.  Lile  and 
Experience  •  No  CI; 
Attendance  Req 

Call  (800)  423 

or  send  detailed  r  i 
lor  Free  Evalua 

Pacific  Western  Unive 

600  N  Sepulveda  Blvd  Dept 
Los  Angeles,  CA  90049  US 


University  Degre 

Home  study  Associate,  Bac 
Masters,  and  Doctoral  degrees.  Pi 
Law,  Psychology,  Business  Admint 
Technology  Management,  Heal 
Administration,  International  Bu 
Human  Resources. 

Call  800/477-2254 
Southern  California  Univer 
202  Fashion-BW,  Tustin  CA 


EXTERNAL  DEGREt! 

BA/BS  MS/MBA  PhD/ij 
|  Credit  for  work. /lite  exp.  •  Acer : 
(800)  444-8569  (24  hrs* 

LaSalle  Universe 

I  Dept.  569  Mandevitle,  LA  7047(1 


RESEARCH  REP0H 

19.850  academic  topics  avail; 

Send  $2.00  for  the  290-page  cat 

Custom-written  reportsalso  avail; 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF 
Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0: 
(California:  310-477-8226 


Cable  TV 


Special  prices1  •  Compare  Our  Lowl 
Prices'  •  Orders  From  Slock  Shipped  Immel 
•  Guaranteed  Warranties  &  Prices1^ 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO.,  INC.  i\ 
73257;  Reseda,  Dept  871  Reseda,  CAl 
For  catalog,  orders  &  into    1-800 -345 1 


CABLE  BOX  WHOLESALES 

1-800-841-7835 


Best  Prices  •  Best  Servicf 
All  Major  Brands  Carried 

CALL  FOR  FRFF  CA  TALC 


Cable  Box  Wholesalers,  Incl 
460  West  Roger  Road  #1065 
Tucson.  Arizona  85705  I 


CABLE  TV  DESCRAMBLII 

CONVERTERS,  ACCESSOFi 

Name  Brands.  Lowest  Prices.  Best  Set 
For  FREE  16-page  color  catalog  c 

CABLE  READY (SOO)  234-1C 

COMPANY    *  ' 


,D  RATES  AND  INFORMATION 
PHONE  (312)  337  3090 
:  (312)  337-5633  OR  WRITE 


-  —  BUSINESS  ^WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


istment  Services 


s  and  Entrepreneurs 


I  roduces  investors  and 
I  neurs  based  on  mutual 
nterests  in  a  confidential, 
id  selective  manner. 

794-  9398  ext.  245 

irgest  non-profit  economic  develop- 
e  Capital  Network  m  the  U.S. 


less  Opportunities 


ective-Funded-$50,000 
ide  Stock  2  years  old. 

Sell  or  Merge 
ailable  Immediately 
Will  do  custom  blind  pools 
jd  90  days  lead  time. 
Very  Economical 

U  1-800/285-1271 


aZED  CHILDREN'S  ROOKS 


ailment  into  that  profitable  business  you  have 
d  obMtl  \n  fxceUent  homp  operated 
ks  »ell  fast  in  .tores!  At  fairs!  Malls'  Or 
.  anywhere  ihere  are  people  It's  easy  to 
selling  our  exciting  line  of  personalized 
ther  exciting  products  avadable. 
•  Call  today!  214-248-91011 
*     D  «  K  Enterprises.  Inc. 

3216  Commander.  Suite  101.  Depl  21 

Canollton,  Texas  75006 


oriey  With  Y.our  PC 


R*1 


Ar^T.  Start  your  own  busi- 
S&f  ness  •  Personalize 
W^^ff  books  at  home  • 
•js^iSprt  Disney,  Warner 
Bros.,   Mattel  & 
NFL*  Financing 
Available  «$1495. 


FREE  Book  and  Kit 
214/385-3800 


isonalized  Children's  Books) 
ma  Ste  435  Dallas,  TX  75244j 


Public  Opinion 


AS  HELL!  About... 

YOUR  LETTER  FAXED 

OR  HAND  DELIVERED 

TO  ALL  535 

1 

CONGRESSPEOPLE 

3  •  THE  CONGRESSIONAL  CONNECTION,  INC. 

inancial  Services 


.  -.-.•."*>*'  ,  CASH 
WITHIN  24  HOURS 
•  BANK  TO  BANK  TRANSFERS 
•WE  ASSUME  THE  CREDIT  RISK 
1L  JEFF  FARKAS.Toll  Free 

)-241-CASH 

NTAGE  FUNDING  CORP 

jr  Business  the  ADVANTAGE  lo  Succeed 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellent  variety,  styling 
and  quality.  Send  for 
FREE  CATALOG 


HITCHCOCK  SHOES,  INC 

Dept.  55  K  Hingham,  MA  02043 


Travel 


TRAVEL  tor LE$$? 

When  you  already  know  Ihe  destination  resort,  or 


i  you 
cruise  you  wan 


dy  I 

nf,  why  pay  a  lull 
commission  travel  agent?  Call  us  - 
with  the  details  ot  your  trip  and  ' 
save  up  lo  80%  ol  the 
agency's  commission  I 
NCVER  PAY  FULL  PRICE  FOR  TRAVEL  AGAIN! 


AVIKriWEL^ 

501  FIFTH  AVE  , NYC  oOD"Z7Z«54bU 


Par  is  Guaraot.e* 

Years  of  business  travel  to  and  through  Pans, 
has  led  Richard  Hutner  to  compile  a  truly  unique 
inventory  of  special  places  in  the  City  of  lighfl 
Whether  you  have  a  few  days,  or  only  hours, 
Pams  CuAWVvriE    is  full  of  "con't  miss"  bistrots, 
brasseries,  bars,  and  boutiques.  Sena  $3.00, 
check  or  money  order,  for  newsletter  to: 
Hutner  Consulting,  Inc. 
P.O.  Box  581 
Highland  Park,  IL  60035 


Books/Periodicals 


Gifts  and  Personal  Enrichment 
TOUCH  THE  ORIGINAL 
Great  Books 
SUN  TZU  "The  Art  of  War"  . . .  $29.95 

PLATO  "The  Republic"  $29.95 

MACHIAVELLI  "The  Prince". .  $29.95 

No  shipping  charge,  $10  to  be  on  mailing 
list  100%  refundable  on  first  order. 

SPARTAN  BOOKS  OF  MAINE 
P.O.  Box  1645 
Presque  Isle,  ME  04769 


Business  Services 


DIRECT  RESPONSE  TELEVISION 

*  1  or  2  minute  commercials 

*  Infomercials 

Complete  turnkey  services,  commercial 
production,  air  time,  800#  order  taking. 
VISA/Mastercard  processing,  reputable, 
affordable,  several  options  available. 

1-800/569-7326 


Manufact 
and  Sourc 
the  Orien 


Our 
Chinese 
and  Hong  Kong 
offices  have  sources, 
monitor  production 
import,  finance  and 
provide  office  space  and 
secretarial  service  in  Hong  Kong 
and  trip  coordination  to  China 
Our  commercial  and  technical  staff 
is  experienced  in  Hardware,  Tex- 
tiles. Electronics,  Raw  Materials 
and  Manufacturing  In  Hong  Kong, 
China.  Taiwan  and  other  Far  East  countries 
Flat  Fees!  No  Commission!  No  Mark  Up! 
Contact  MARCO  INTERNATIONAL  CORP 
Empire  State  Bldg.  43rd  Floor  New  York,  NY  10118 
Phone  212-967-6500  Fax  212-967-6529 
Or  MARCO  INTERNATIONAL  (HK)  Ltd. 
Kowloon,  Hong  Kong  Phone  852-385-4122 
Fax  852-780-8747  Telex  30473  Marco  Hx 


Corporate  Gifts 


CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 

/   

/ 

cusyom4u.de 
TIES 
SCARVES 
ESTS 

nn 

NECKWEAR 
Stamford,  CT 

(800)  252-5966 
3)322-4142,  FAX: (203) 329-7849 


.Corporate 
Ties 

Wm  (150  pc.  minimum) 
Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

$ 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-9179 

S00-962!526  FAX:  207-326-9080 


CHRISTM  AS  GIFTS 

FOR  EMPLOYEES  &  CUSTOMERS 


COLORFUL  3.5  GAL.  CAN 
>OF  GOURMET 
POPCORN 

(Carmei,  Cheese,  &  Buttery) 

Featuring  a  Colorful 
Holiday  Scene 


or  GOURMET 

WICKER 
GIFT  BASKET 

Filed  with  Non- Alcoholic. 
Champagne,  Cheese. 
Crackers,  Jelly,  Pear 
Beefstcks,  Candy,  etc. 
Gift-wrapped  with  Soft, 
Fuzzy.  Stufed  Animal 

$23  50  each,  includes  FREE 
shipping  &  handling 
Minimum  order,  1  dozen 

(Mix  &  Match,  OK) 
10%  discount  on  orders  of 
4  dozen  or  more 
To  select  items  4  discuss  order. 
Call 

MCE  PROMOTIONS 
1-800-804-GIFT 


MsCOTLANDS 
^    FINEST  FOODS 
WORLD  RENOWNED 

Gifts  of  Distinction 

PRE-SLICED 
SMOKED  SCOTTISH 
SALMON 

1  LB  SIDE  $34.50 

2  LB  SIDE  $64.50 
6-4oz.  Handy  Freezer 
Packs      lbs.)  $54.50 

Inquire  about  additional 
gourmet  products  and 
Corporate  Discounts. 

1-800-858-7100 

FAX  410-644-0635 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


 EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


IMPRINTED 
SOLAR 
CALCULATORS  t  op. 
AS  LOW  AS  1 

$2.69 


Free  48-page  catalog  with  hundreds  ot 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  704 

FAX  1-510-786-1111 


The  Corporate  Choice' 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337  3090 
FAX  (312)  337  5633  OR  WRITE 


•  o  u  j  i  is  t  o  o  i  _w  Week 

Marketplace 


BUSINESS  WEEK  MARKET  PLA| 
1 00  EAST  OHIO  STREET  SUITE  i 
CHICAGO,  ILLINOIS  6061 1 


Computer  Software 


Business  Know-How 

On  Diskette  (DOS,  Windows  or  Macintosh) 


T «  Text  /  Financials  —  Orsani/e  &  Finance!     S 1 29 

EmployeeManualA/aAer1  M  1 40  plain-English  policies    $  1 39 

Publicity  Bllilderm    -  Get  FREE  advertising'  -  $  1 29 

SafetvPlan/i////^/*1  M  Comply  with  OSHA:  avoid  lawsuits   SI  39 

1  nc  1  b> 

Comprehensive,  flexible,  proven.  Complete  vital  husiness  projects 
in  a  frm  lion  ot  the  time  (and  cost)  that  it  takes  to  create  them  from 
scratch'  Do  it  right  and  enjoy  more  time  for  other  priorities. 

FREE  CATALOG  (800)  346-5426 


[IAN 


Education/Instruction 


/^Earn  MBA  At  Home 

■:•  B  S  /M  S  Programs  Also  Available 
»>  Business.  Environmental  Studies.  Computer  Science 
v  Join  students  from  Fortune  500  companies 

CHADWICK 

UNIVERSITY 

"Learning  not  limited  by  c/ossroom  wo//s  " 
_  For  free  catalogue  call:  I  -800-767-2423 


Contact  Lenses 


Saveupto75% 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

BAUSCH    LOMB    Q  \/ls>On 

FREE  BROCHURE 

■  ■■■■■■■    407  998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Telecommunications 


Callers  On  Hold? 


Tell  them  about  your  products  or  services 
with  RTI's  Inforrnation-On-Hold  system! 
^fc  'DigilaJ  -mi  continuous  tapes  to  wear  or  break 
^^M^^F  •Prulewiunally  recorded  messages 

111 


CaJI  fromlbe phone 
<i*bn  your  fax  machine  lo  rcceive*^- 
m2i  prafcid  brochures  instantl)  j< 

1-800-860-5701  4i:-9*t-f,7.M 


Corporate  Gifts 


Ambassador  Lapel  Flags': 
Your  Logo  with  any  2-f lag  mix 

•  24K  Gold  finished    •  Full  colors 

•  100%  U.S.A. -made 
We'll  custom-make  any  emblem  for  you1 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
New  Milford,  CT  06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


Telecommunications 


Save  up  to  50%  \ 

International  Calling 
...for  less 

JL        Call 800-530-3300 

Thrifty  Tel,  Inc.  v 

Long  Distance  Quality  Communication 


Newsletters/Periodicais 


Technologies  Tomorrouy 

P.O.  Boh  21897 
Fjjbt^uerojjeJ^^   


The  newsletter  about  the  technc 
of  tomorrow  —  today.  To  get  th< 
business,  technical  and  investme 
information  you  need  to  keep  uf 
advances  in  technology,  call  or  fa 
237-1070  for  a  sample  issue.  Aot 
subscription  is  $450  in  the  USA. 


Menswear/Fashion 


d  POOLE 


Great  Skirts. 

AMAZING  PRICES. 

Hie  Finest  All-Cotton  Dress  Shirts 
Call  For  Our  Free  Catalog 
with  FABRIC  SWATCHES 

1-800-54-BYRON 


Health/Fitness 


SILL 


m 


The  only  try 
orthopedic  cli 
for  executive 
5'2"  to  6'6" 

Free  Catalog! 


BackSaver  1800-251 

<   fax24hrs.l-»00- 

53  Jeflrey  Ave,  BW93,  Hollfston,  m) 


ADVERTISE  IN  THE  BUSINESS  WEEK  MARKETPLACE... 
AND  REACH  6.5  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  September  24. 
NAME:  

COMPANY:  

ADDRESS:  


CITY: 


PHONE: 


STATE: 
FAX: 


ZIP: 


Mail  or  fax  to: 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 
Phone  312/337-3090  •  Fax  312/337-5633 


Rise  above  the  averagfe. 


Twentieth  Century  Growth  Investors 
Average  Annual  Total  Returns  as  of  6/30/93 
20  Years  21.19% 
10  Years  12.55% 

5  Years   1  5.66% 

1  Year  7.40% 


A  $10,000  investment 
on  6/30/73 


$467,438 

Value  on  6/30/93 


If  you're  looking  for  a  mutual  fund  with  a  history  of  long-term  performance 
that  rose  above  the  Standard  &  Poor's  500  Index*  average,  take  a  look  at 
Twentieth  Century's  Growth  Investors.  For  more  complete  information 
about  our  family  of  hardworking  no-load  mutual  funds, 
including  charges  and  expenses,  call  for  your  free  infor- 
mation kit  and  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  Missouri  64141-6200 


"j  1993  Twentieth  Century  Services  Inr 
BSW/PKT 


hwestments  That  Work 


'The  Standard  and  Poor's  500  Index  is  an  unmanaged  group  of  stocks  considered  to  be  representative  of  the  stock 
market  in  general.  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions. 
Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


"I'm  a  iricc  president  because  I  sold  22.000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


7  made  a  j^reat  deal  on  the  200.000 
gizmos  you  didn't  sell  last  year. " 


Excess  inventory  today... student  opportunity  tomorrow 
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There's  just  one  choice:  Insist  upon  a  printer  with 

genuine  Adobe™  PostScript"  software  inside.  It's 
the  industry  standard — the  only  way  to  guarantee 
that  your  printer  will  work  with  virtually  every  soft- 
ware application  and  hardware  environment  today 
and  tomorrow.  With  Adobe  PostScript,  you're 

assured  the  highest  quality  output  whether  you're 
printing  from  DOS,  Windows'",  OS/2!1,  Macintosh® 

or  UNIX®,  from  a  PC  or  a  mainframe.  And  since 

almost  every  major  printer  manufacturer  offers 

The  most  important  choice  you'll  make 
when  choosing  a  printer,  isn't  just  the  printer. 

Adobe  PostScript  printers,  it's  easy  to  choose  the 
brand  of  printer  that's  right  for  your  company. 
Remember,  the  best  choice  is  the  clear  choice. 
Make  sure  your  next  printer  has  genuine  Adobe 
PostScript.  Accept  no  substitutes.  For  a  free  guide 
on  how  to  choose  a  printer,  call  1-800-962-3623, 
Dept.  K,  Ext.  4306. 


Adobe  PostScript  j 


Outside  the  U.S.A.  and  Canada  call  your  local  distributor 
or  408-986-6555.  Adobe,  the  Adobe  logo,  PostScript 
and  the  PostScript  logo  arc  trademarks  of  Adobe 
Systems  Incorporated  whieli  may  he  registered  in 
Certain  jurisdictions.  Windows  is  a  trai.lem.irk  i  >f 
Microsoft  Corporation.  OS/2  is  a  registered  t 
mark  of  International  Business  Machines 
Corporation.  Macintosh  is  .i  registered  trade- 
mark of  Apple  Computer,  Inc.  UNIX  is  a 
registered  trademark  of  UNIX  Syste 
Laboratories.  ©1993  Adobe  Systems 
Incorporated.  All  rights  reserved. 


ot  just  printing, 
it's  Adobe  PostScript  printing. 


Adobe 


I 


elopments  to  Watc 


H  '  RUTH  COXETER 

f  :ETY  CUSHION 
I  STAINED  GLASS 


Part  of  the  beauty  of 
stained  glass  is  its 
fragility.  But  stress 
tends  to  build  up  at  cer- 
tain points  in  the  win- 
dow, where  the  thin 
glass  bends  inward  or 
outward.  It's  no  surprise, 
then,  that  earthquakes 
produce  plenty  of  busi- 
ness for  stained-glass  ar- 
tisans, who  put  the  piec- 
es back  together. 

Stained-glass  windows 
may  last  longer  with 
absorbers  devised  by  a  73-year-old  company  in  Mount 
1,  N.Y.  Rohlfs  Studio  Inc.  recently  completed  work  on 
ts  lor  the  Roman  Catholic  Cathedral  of  the  Madeleine  in 
ike  City.  Set  between  the  windows'  steel  frames  and  the 
walls  are  rubberlike  neoprene  blocks  and  cushioning 
ubes.  Rohlfs  has  designed  a  similar  system  for  a  6,000- 
>foot  stained-glass  wall  in  the  Kasugai  Seibu  shopping 
in  Nagoya,  Japan.  It  has  survived  three  modest  earth- 
?  since  it  was  built  16  months  ago. 


5ER BANGS 

HE  HEAT  OF  THE  NITROGEN 


it  years  of  tinkering  with  exotic  carbon-60  molecules, 
bbed  fullerenes  for  their  resemblance  to  Buckminster 
's  geodesic  domes,  hasn't  yet  produced  the  commer- 
useful  catalysts,  superconductors,  and  superstrong  plas- 
lat  scientists  initially  predicted.  So  researchers  at  Japan's 
lal  Institute  of  Materials  &  Chemical  Research  in  Tsuku- 
y  and  Nissan  Motor  Co.  in  Tokyo  kept  the  structure  but 
3d  to  build  it  using  different  atoms, 
jy  recently  ran  supercomputer  simulations  that  conclud- 
at  a  fullerene  with  60  nitrogen  atoms  is  plausible.  The 
are  models  suggest  that  N60  would  resemble  C60's 
ure  without  its  stability.  Nitrogen  gas  would  probably 
to  be  frozen  and  compressed,  then  blasted  with  a  power- 
ser.  The  resulting  clusters— assuming  any  appeared— 
be  highly  volatile.  Exposed  to  heat,  they'd  revert  in- 
y  to  gas,  releasing  enormous  energy  in  the  process, 
night  lead  to  commercially  useful  explosives  or  rocket  fu- 
lys  Takehiro  Matsunaga,  the  institute's  chief  researcher, 
mulations  show  that  N60  could  pack  10%  greater  lift  than 
mid  oxygen  used  to  launch  today's  rockets. 


AY  FILM  THAT 

DS  LIGHT  ON  BABY  BONES 


ult  X-ray  imaging  systems  don't  do  justice  to  young 
iatients,  whose  body  structures  are  smaller  and  softer, 
better  X-rays,  doctors  could  detect  much  earlier  such 
;ions  in  premature  infants  as  respiratory  distress  syn- 
i,  the  inability  of  the  lungs  to  transmit  oxygen  to  the 
,  To  help  radiologists  take  clear  pictures  of  those  tiny 
i  and  lungs,  Eastman  Kodak  Co.  has  invented  a  new  film 
n  called  the  InSight  Pediatric  Imaging  System. 


The  key  is  using  a  layer  of  high-absorption  phosphors  that 
convert  80%  of  incoming  X-rays  to  visible  light,  compared 
with  40%  conversion  for  conventional  X-ray  film.  With  more 
light  reaching  the  film,  it  becomes  possible  to  use  a  low- 
speed,  fine-grain  film  that  provides  high  contrast  between 
light  and  dark  areas.  For  example,  radiologists  can  detect 
the  edge  of  an  infant  lung  pulling  away  from  the  rib  cage,  a 
warning  sign  of  lung  collapse.  Forensic  radiologists  are  also  us- 
ing the  system  to  detect  the  tiny  fractures  characteristic  of 
"shaken  baby  syndrome,"  a  symptom  of  child  abuse.  Dr.  David 
Merten,  the  chief  of  pediatric  radiology  at  the  University  of 
North  Carolina  Child  Medical  Evaluation  Center,  says  Ko- 
dak's imaging  system  provides  twice  the  detail  without  increas- 
ing the  radiation  dose.  The  system  has  been  on  the  market  for 
just  two  months  and  is  now  being  used  in  16  pediatric  radiol- 
ogy departments. 


BETTER  BONDING  THROUGH 

A  UKRAINIAN  MICROWAVE  MAKER 


Makers  of  advanced  materials,  Energy  Dept.  weapons 
labs,  and  former  Soviet  scientists  all  could  get  a  boost 
from  a  new  kind  of  gyrotron,  a  magnetic  device  tor  generating 
microwaves.  The  gyrotron  was  spotted  at  a  Ukrainian  institute 
by  usp  Holdings,  an  Ann  Arbor  (Mich. I  company  that  search- 
es for  useful  Russian  and  Ukrainian  technology.  Unlike  gyro- 
trons  built  by  U.  S.  companies,  the  Soviet  one  produces  a  fo- 
cused, laserlike  beam,  usp  executives  think  the  beams  could 
bond  ceramics  or  diamonds  onto  metal  surfaces.  That's  because 
they  can  heat  just  the  "glue,"  not  surrounding  materials, 
which  might  be  damaged  by  the  high  temperatures. 

To  get  the  gyrotron  ready  for  commercialization,  one  of 
USP's  joint  ventures  signed  a  research  agreement  with  Los 
Alamos  National  Laboratory,  which  brought  the  device  up 
to  Western  safety  standards.  With  that  success  in  mind,  staff- 
ers for  Senator  Pete  V.  Domenici  (R-N.  M.)  are  hammering  out 
a  plan  to  encourage  the  U.S.  national  laboratories  to  help  com- 
mercialize technologies  from  the  former  Soviet  Union. 


FURNITURE  MAKERS 
GET  CLARK  KENT  EYES 


Scientists  at  Virginia 
Polytechnic  Institute 
are  using  computer  vi- 
sion to  save  trees.  A 
system  developed  by 
Earl  Kline  and  Richard 
Conners  scans  raw 
boards  for  defects  so  fur- 
niture makers  can  work 
around  them— wasting 
less  wood.  Human  in- 
spectors do  that  now, 
but  not  as  effectively. 

A  high-resolution  color 
camera  scans  passing 
boards  and  sends  an  image  to  a  computer,  where  color  and 
grain  are  compared  with  preprogrammed  grading  data.  A 
separate  laser  camera  sees  surface  cracks  down  to  Moo  inch. 
Within  a  year,  researchers  hope  to  add  an  X-ray  scanner  to 
look  inside  the  board  for  knots,  holes,  and  decay.  A  computer 
also  tells  the  saw  where  to  cut.  Conners  says  the  machine  will 
cost  $75,000  to  $150,000,  depending  on  how  many  cameras  are 
incorporated.  The  U.  S.  Forest  Service  has  helped  fund  and  de- 
velop the  machine  in  the  interest  of  forest  management. 
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Electronics 


'SMART' 
ASSISTANTS? 


Anyone  who  follows  the 
computer  industry 
even  remotely  has 
heard  the  buzz  about  personal 
digital  assistants,  or  PDAs. 
Few  new  electronic  gadgets 
have  enjoyed  as  much  buildup 
as  Apple  Computer's  Newton 
MessagePad  and  its  competi- 
tors. But  much  of  the  atten- 
tion hasn't  been  flattering. 


Apple's  Newton  MessagePad 

Street  price:  About  $700 
PROS:  Recognizes  cursive 
and  block  letters 
CONS:  May  misidentify 
handwritten  words  if  they 
aren't  on  its  built-in  list 

Most  of  it  has  focused  criti- 
cism on  one  of  the  unusual 
features  of  the  new  devices— 
their  ability  to  read  handwrit- 
ing. That  debate  has  over- 
shadowed other  feature's  that 
arc  more  refined— and  poten- 
tially more  useful. 

What,  exactly,  is  a  PDA? 
Basically,  it's  a  handheld  com- 
puter that  acts  as  a  pocket 
organizer  and  notepad.  But 
unlike  such  organizers  as 
Sharp's  Wizard,  it  doesn't 
have  a  keyboard.  Instead,  you 
enter  information  by  writing 
directly  on  the  screen  with  a 
special  pen.  Built-in  software 
turns  your  handwriting  into 
typed  text,  and  in  some  mod- 
els, such  as  the  Newton  and 
the  virtually  identical  Sharp 
Expert  Bad.  it  even  interprets 
what  you've  written.  Say  you 
jot  down  "dinner  Tuesday 
with  Ann."  Newton  converts 
your  writing  into  text,  then 
enters  into  its  built-in  calen- 
dar a  7  p.m.  dinner  appoint- 
ment the  following  Tuesday 
with  your  friend,  lit  figures 
that's  the  hour  you  dine  un- 
less you  tell  it  otherwise). 

But  that  assumes  the  gad- 
get understands  what  you've 


scribbled.  That's  a  big  if. 
Handwriting  recognition  in 
such  a  tiny  device  is  an  im- 
pressive technological  achieve- 
ment—a few  years  ago,  only 
big,  expensive  computers 
could  do  it.  But  it's  far  from 
perfect.  With  Newton  and  the 
Expert  Pad,  both  designed  by 
Apple  and  manufactured  by 
Sharp,  you  may  end  up  with 
the  wrong  word  entirely.  The 
two  other  PDAs  sampled,  the 
Casio  Z-7000  and  AT&T's  EO 
440  make  even  worse  mis- 
takes, though  the  errors  usu- 
ally come  up  as  wrong  letters 
within  a  word. 

Despite  the  iffy  handwrit- 
ing recognition,  PDAs  may  ap- 
peal to  salespeople,  freelanc- 
ers, and  others  with  busy 
lives  often  spent  on  the  road. 
These  people  may  appreciate 
their  sophisticated  address 
books,  to-do  lists,  and  calen- 
dars. For  those  now  relying 
on  paper-based  organizers, 
such  as  Filofaxes.  PDAs  can 
provide  new  functions,  such 
as  allowing  users  to  search 
instantly  for  every  reference 
to  a  George  Smith  they've 
ever  jotted  down  or  to  locate 
quickly  a  long-lost  appoint- 
ment deep  inside  the  calen- 
dar. But  a  laptop  computer 
with  the  right  software  can 
do  the  same  thing,  and  it  of- 
fers a  keyboard  to  boot  for 
more  reliable  text  entry. 
FINGERTIP  FAX.  One  of  the 
PDAs,  the  EO,  tries  to  do  more 
than  the  others.  The  E<>  is 
much  larger— about  the  length 
and  width  of  a  legal  pad,  com- 
pared with  the  videocassette 
size  of  the  three  others.  That 
means  its  screen  is  bigger, 
making  it  more  practical  for 
composing  letters.  It's  also  the 
only  PDA  that  offers  a  cellular- 
phone  option.  Not  only  can 
you  make  and  receive  phone 
calls  on  the  road,  you  can 
send  and  receive  faxes  from 


the  screen  wirelessly.  You  can 
jot  a  quick  message  and  fax 
it  to  someone  without  bother- 
ing to  convert  it  into  typed 
text.  And  when  you  receive  a 
fax,  you  can  mark  it  up  with 
the  pen  and  fax  it  back  to 
the  sender.  That  could  be 
useful  for  editing  or  review- 
ing documents  while  travel- 
ing. In  a  test,  the  EO  sent  a 

At&t's  Eo  440 

Street  price:  About  $2,700 
with  cellular  phone 
PROS:  Can  fax 
CONS:  Bigger,  heavier,  and 
more  battery-guzzling;  may 
misread  written  characters 

fax  from  a  speeding  train. 

These  capabilities  have 
prompted  AT&T  to  dull  its 
product  a  personal  communi- 
cator instead  of  a  PDA.  The 


other  models  have  more  I 
ed  communications  abilitjj 

The  Newton/Sharp  anl 
sio  models  promise  the  I 
bility  to  receive— butl 
send— short  text  mesa 
wirelessly  via  paging  I 
works.  But  first,  you  J 
buy  an  extra-cost  elect! 
card,  available  soon,  thai 
insert  into  a  slot  in  the  | 
side.  The  three  also  ha 
built-in  infrared  commu 
tion  system  that  lets 
w  irelessly  "beam"  a  mes 
or  other  information  td 
other  PDA  by  holding  thi| 
vices  near  each  other. 
PDAs  must  be  of  the  a 
type,  though:  A  Casio 
send  to  a  Newton. 

All  the  PDAs  can  be  ho| 
up  to  a  telephone  wall  j 
as  well,  via  an  optional 
dem.  That  allows  you  to 
and  receive  electronic- 
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iges.  The  EO  also  can 
and  receive  faxes  over 
ne  line,  while  Newton 
nly  send  them.  (Casio 
ses  a  fax-sending  fea- 
iarly  next  year.)  All  of 
)As  can  be  connected  to 
ktop  PC  via  a  cable  to 
er  information. 
-  there  are  some  major 
?nces  between  the  three 
t-size  PDAs.  The  Casio 
3  equipped  with  much 
applications  software, 
as  a  special  version  of 
luicken  personal-finance 
am.  After  keeping  tabs 
ur  expenditures  while 
ling,  you  can  download 
ita  into  Quicken  on  your 
n  addition,  the  Casio 
h  also  will  be  sold  by 
'  and  AST  Research)  con- 
software  for  America 
e.  So  you  can  connect 
that  information  and 


messaging  service  while  on 
the  road,  provided  you  carry 
a  pocket  modem.  Still,  New- 
ton and  the  Expert  Pad  have 
some  advantages  over  the  Ca- 

Sharp's  Expert  Pad 

Street  price:  About  $700 
A  virtual  twin  of  the  Newton 
(both  are  designed  by 
Apple  and  manufactured 
by  Sharp),  except  for 
slight  cosmetic  differences 

sio.  They're  the  only  PDAs 
that  recognize  cursive  as  well 
as  block  letters,  and  they  also 
have  impressive  sound  effects. 
When  you  nil)  out  a  mistake, 
for  example,  you  get  a  "poof" 
sound,  and  a  puff  of  smoke 
appears  on  the  screen. 

The  EO  is  the  only  true 
communications  device  among 
the  four.  But  its  extra  fea- 


tures come  at  a  price,  in  dol- 
lars, battery  life,  and  portabil- 
ity. While  the  Newton/Expert 
Pad  and  Casio  weigh  about  a 
pound,  the  EO,  with  its  cellu- 
lar-phone attachment,  checks 
in  at  about  three.  The  New- 
ton and  Expert  Pad  can  oper- 
ate up  to  two  weeks  on  four 
AAA  batteries,  and  Casio 
claims  its  PDA  can  last  months 
on  its  three  A  A  cells.  But  if 
you  use  the  EO's  cellular 
phone  often,  you  can  drain 
the  juice  from  its  recharge- 
able power  pack  in  a  matter 
of  hours.  (All  of  the  models 
can  lie  plugged  into  a  wall 
outlet  with  an  adapter.  I 
NOT  FOOLPROOF.  All  EO,  with 
cellular  phone,  sells  for  about 
$2,700.  The  Newton  and 
Sharp  run  about  $700  with- 
out options  such  as  a  modem. 
That's  about  the  same  price 
the  Casio  is  expected  to  fetch; 


that  model  is  just  arriving  in 
stores. 

While  prices  and  features 
vary,  one  thing  all  of  the  PDAs 
share  is  the  handwriting-rec- 
ognition problem.  Of  course, 
you  can  correct  the  errors,  ei- 
ther by  scratching  them  out 
and  writing  the  words  again 
or  by  pulling  up  a  tiny  repre- 
sentation of  a  keyboard  on 
the  screen  and  tapping  on  the 
keys  with  the  pen.  But  even 
erasing  an  error  isn't  fool- 
proof. Annoyingly,  the  ma- 
chine often  mistakes  your 
scratch-out  mark  for  a  letter 
or  word,  giving  you  one  more 
thing  to  fix. 

With   practice,   you  can 


Casio's  Z-7000 

Street  price:  About  $700 
PROS:  More  built-in  soft- 
ware, including  Quicken  and 
access  to  America  Online 
CONS:  May  misread 
handwritten  characters 

learn  to  modify  your  writing 
so  the  machine  can  better 
understand  it.  And  the  New- 
ton/Expert Pad  twins  even 
supposedly  "learn"  from  their 
errors.  But  even  after  weeks 
of  using  a  Newton,  it  still 
made  too  many  mistakes  for 
comfortable  use.  There  is  an 
option:  With  all  the  PDAs,  you 
can  turn  off  the  recognition 
software  and  the  device  will 
store  your  notes  in  your  own 
handwriting.  But  if  you  do 
that,  you  can't  use  the  elec- 
tronic search  features. 

So,  should  you  succumb  to 
the  hype  and  buy  a  PDA?  The 
answer  may  lie  in  your  feel- 
ings about  new  technology 
and  your  temperament.  In 
many  ways,  PDAs  aren't  ready 
for  prime  time.  Like  AT&T's 
VideoPhone,  which  is  a  techni- 
cal marvel  even  though  it  pro- 
duces a  fuzzy,  jerky  picture, 
PDAs  are  more  harbingers  of 
the  future  than  perfected 
products.  If  you  get  a  kick 
out  of  owning  the  latest  gad- 
get, a  PDA  makes  a  great,  al- 
beit costly,  conversation  piece. 
It  could  also  do  some  useful 
things,  provided  you  have  the 
patience  to  wrestle  with  it. 
But  for  most  people,  it  would 
be  best  to  wait  for  the  next 
generation.         Bart  Ziegler 
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Insurance 


CAN  MANAGED 
CARE  CUT  YOUR 
CAR  POLICY? 


Consumers  are  getting 
used  to  the  idea  that  by 
seeing  doctors  in  man- 
aged-care networks,  they  can 
cut  health-insurance  costs. 
Now,  health-maintenance  and 
preferred-provider  organiza- 
tions may  help  them  save  on 
auto  insurance,  too. 

Following  the  lead  of  health 
insurers,  some  property-casu- 
alty companies  are  lowering 
car  premiums  for  drivers  who 
select  an  HMo  or  FFo  to  pro- 
vide medical  care  if  they  are 
injured  in  an  accident.  Pro- 
gressive and  GEICO  are  in  the 
forefront,  but  State  Farm,  All- 
state, and  Prudential  are  right 
behind  them. 

TRAVELING.  The  arrangement 
is  already  prevalent  in  Colora- 
do and  Florida,  where  laws 
passed  in  1!»!)1  allow  insurers 
to  designate  doctor  networks 


to  treat  auto  injuries.  Pro- 
gressive is  unveiling  an  auto 
PPo  policy  in  Delaware  and 
considers  Minnesota,  Utah, 
and  Washington  prime  tar- 
gets. GEICO  is  examining  Con- 
necticut, Georgia,  California, 
Maryland,  and  Virginia. 

Here's  how  it  works  in 
Florida:  Progressive  custom- 
ers who  agree  to  use  the  phy- 
sician network  save  about 
10%  of  their  auto  premium 
when  they  purchase  a  policy 
with  a  $250  personal  injury 
deductible.  To  ensure  compli- 


ance, Progressive  waives  the 
deductible  if  customers  are  in- 
jured and  go  to  a  network 
provider.  It  also  reimburses 
90%  of  their  medical  expenses 
rather  than  the  80%  required 
by  law.  If  you  belong  to  an 
HMO  or  PPO  through  your 
health  plan  at  work,  you 
would  still  have  to  use  the  in- 
surer's network  to  treat  auto 
injuries  in  order  to  get  the 
premium  discount. 

In  an  emergency,  insurers 
waive  the  managed-care  re- 
quirements until  the  patient 


is  well  enough  to  transf'4 
network  provider.  State! 
says  more  than  35%  I 
700,000  Colorado  driver! 
picked  the  managed-carcl 
In  July,  it  upped  its  pre! 
discount  there  to  23%.  II 
sumers  use  an  out-of-nej 
doctor  or  hospital  in  al 
emergency,  a  $1,000  dJ 
ible  kicks  in. 
CRITICAL  mass.  The  dowl 
is  the  same  as  in  heali 
surance.  HMOs  and  PPOs  I 
likely  to  be  offered  in  j 
areas,  because  the  pro] 
network  isn't  there.  And] 
cyholders  sacrifice  freedd 
choice  in  picking  a  doctq 

Even  in  states  where 
aged  care  isn't  yet  usi 
auto  coverage,  consu 
might  get  a  break.  New 
sey  lets  drivers  use  theii 
ployer  health  plan  inste; 
the  auto  policy's  covei 
shaving  drivers'  person 
jury  premiums  by  about 

So  if  you  want  to  cut 
insurance  costs,  ask  abou 
medical  side  of  your  polii 
may  offer  a  way  to  save 
out  raising  your  deductil; 
skimping  on  your  coll 
coverage.  Chris  h 


ore  highly  paid  employ- 
ees may  lose  pension 
benefits  next  year,  when  the 
new  tax  law  further  limits 
how  much  money  employers 
may  contribute  to  qualified 
retirement  plans.  Now,  the 
percent  of  salary  an  employ- 
er kicks  in  will  be  based  on  a 
maximum  of  $150,000,  down 
from  a  $235,000  cap.  So  if 
you're  making  $200,000  and 
your  company  was  giving  4% 
a  year  to  your  plan,  you 
were  getting  $8,000.  Now,  4% 
will  be  taken  from  $150,000 
instead,  for  a  maximum  con- 
tribution of  $0,000.  Your-  com- 
pany can't  increase  the  per- 
centage for  you  without 
raising  it  for  all  employees. 

If  you  make  more  than 
$150,000,  see  if  your  company 
offers  a  supplemental  execu- 
tive retirement  plan  (SERF), 
which  employers  adopt  to 
make  up  for  lost  pension 
funds.  Labor  law  limits  eli- 
gibility to  a  "select  group  of 
management  or  highly  com- 
pensated employees,"  but  em- 


Smart  Money 

HOW  TAX  CHANGES  MAY 
CHANGE  YOUR  PENSION  PLANS 


ployers  interpret  this  loosely. 

SERPs  can  hold  unlimited 
funds  but  lack  the  security 
and  tax  deferral  of  qualified 
plans  such  as  401(k)s.  They 
are  simply  agreements  that 
the  company  will  pay  the  ex- 
tra money  when  you  retire. 
If  the  employer  ails,  fails,  or 
reneges,  you  can  lose. 


SERP  PROTECTIONS 
AT  A  GLANCE 

Bankruptcy  Reneging  Current 


taxes 

ANNUITY 

YES 

YES 

NO 

RABBI  TRUST 

NO 

YES 

YES 

SECULAR 
TRUST 

YES 

YES 

NO 

SPtIT  DOLLAR 
INSURANCE 

YES 

YES 

YES 

DATA-  WYAT7  CO 


Several  options  make 
SERPs  more  secure— but  all 
have  drawbacks.  You  can 
fund  a  SERF  using  a  "rabbi 
trust,"  which  protects  you 
against  reneging  and  current 
taxes  but  not  bankruptcy.  A 
secular  trust  guards  against 
reneging  and  bankruptcy  but 
not  current  taxes.  SERPs 
funded  with  annuities  are  the 
"best  combination  of  tax  ad- 
vantage and  security,"  says 
Steven  Vernon,  a  Wyatt  Co. 
consultant.  An  annuity  grows 
tax-free,  but  you'll  pay  now 
on  the  initial  sum.  Compa- 
nies often  cover  this  tax. 

Another'  choice  is  "split-dol- 
lar" life  insurance,  where  you 
split  the  premiums  with  the 
company.  You  may  have  to 
repay  the  company's  portion 


when  you  retire,  but 
keep  any  tax-deferred  e 
ings.  Beware:  The  cash 
ue,  often  stashed  in  bo 
may  yield  less  than  an  ai 
ity  in  mutual  funds.  For 
tra  protection,  buy  indem 
insurance,  which  costs  ( 
to  1%  of  the  SERP.  But 
won't  get  it  if  insurers  "ti 
there's  any  likelihood  th 
have  to  pay  it,"  says 
Klein,  a  Tower  &  Perrins 
tirement  planning  lawyer 
PUT  IT  IN  WRITING.  If  J 
employer  offers  you  a  S3 
"the  first  step  to  security 
well-drafted  contract  of 
actly  what  the  company  c 
you,"  says  Klein.  Compa 
may  agree  to  pay  your  L 
fees  if  you  must  sue  for  i 
SERP.  "It's  another  p£ 
promise,"  says  Robert 
wen,  a  principal  at  bent 
consultant  William  Mer 
but  it  reduces  the  compa 
incentive  to  renege. 

In  the  end,  SERPs  are 
employees'  benefit,  and  t 
usually  pay  off.     Pam  B 
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jdex  to  Companies 

Index  gives  the  starting  page  for  a  story  or  fea- 
Ivith  a  significant  reference  to  a  company.  Most 
Idiaries  are  indexed  under  their  own  names, 
lies  listed  only  in  tables  are  not  included. 


When  the  best 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 


Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country,  • 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 
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Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 


MoneyTalk 

Monday  f  Friday  7:30PM  (ET) 

<§NBC 

Money  All  Day.  talk  All  Night. 

BusinessWeek 


For  cable  channel  call  1-800-SM ART-TV 
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WE'RE  ALL  iN  THiS  THiNG 
TOGETHER... 


...SOLeTS  WORK 

To<aeTHeR  ok 

WORLD  HONGeRl*. 


ZIGGY® 
©1993  Ziggy  &  Friends,  Inc. 


WORLD  FOOD  DAY 

OCTOBER  16,  1993 

World  Food  Day,  now  in  its  13th  year,  is  observed  worldwide.  In  the  U.S.,  the  450  voluntary  organizations 
which  make  up  the  National  Committee  work  together  with  20,000  community  organizers  to  increase 
awareness,  understanding  and  year-around  action  in  the  struggle  to  overcome  hunger  and  build  world  food 
security  for  all.  To  find  out  how  you  or  your  organization  can  become  involved  contact: 


U.S..  National  Committee  for  World  Food  Day 

1001  22nd  Street  •  Washington,  D.C.  20437  •  202-653-2404 
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ES  INDUSTRIALS 

3547.0 

-2.4 

8  2 

90-DAY  TREASURY  BILL  YIELD 

2.98% 

3.03% 

2  98% 
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0  4 
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6.09% 
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MPANIES  (Russell  2000) 
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HEALTH  REFORM:  LET 
THE  BARGAINING  BEGIN 

flation  rate  of  4%,  in  large  part  stemming  from  unifi<  J 
But  today  the  bank  has  economic  and  political  n  l 
sibilities  far  beyond  Germany's  borders.  Its  tight  mor 
policies  are  exacerbating  the  growth  crisis  in  Euro 
survey  by  Drake  Beam  Morin  Inc.,  international  manag  . 
consultants,  found  that  52%  of  400  of  the  biggest  Eur 
companies  plan  to  lay  off  workers  by  yearend  1995. 

The  same  high-interest-rate  policy  is  reducing  Gem 
own  competitiveness.  The  mark  has  skyrocketed,  pushi 
vestment— and  jobs— abroad.  Daimler  Benz  recentl 
nounced  layoffs  of  43,000  employees  by  the  end  of  199 

The  global  economic  engine  currently  is  firing  only  m 
U.  S.  cylinders.  Japan  is  making  halting  efforts  to  ma 
gear.  Only  the  Bundesbank  is  jammed  in  reverse.  GerrrH 
central  bankers  must  be  more  willing  to  look— and  act— n 
prove  economic  growth  beyond  their  nation's  own  borMf 

B9B^  resident  Clinton's  speech  on  health-care  reform  has  set 
W/D  the  stage  for  one  of  the  most  complex  debates  in  the 

Wk      nation's  history.  That  major  reform  is  needed  is  un- 
questionable. Unless  it  is  checked,  health-care  spending  will 
consume  20%  of  gross  national  product  in  a  few  years.  That 
the  action  is  popular  is  unquestionable.  Polls  show  that  an 
overwhelming  majority  of  Americans  support  change.  That 
the  effort  is  courageous  is  also  unquestionable.  No  policy  is- 
sue is  as  rife  with  pitfalls. 

But  the  plan  as  presented  to  Congress  is  flawed.  The 
Administration  is  simply  asserting  that  it  can  save  enough 
money  from  squeezing  Medicare  and  Medicaid  to  pay  for  in- 
suring the  one-seventh  of  the  population  that  lacks  coverage 
at  any  one  time.  It  assumes  that  there  is  a  huge  amount  of 
bureaucratic  fat  that  can  be  isolated,  "monetized,"  and  trans- 
ferred. As  New  York's  Democratic  Senator  Daniel  P.  Moyni- 
han  has  said,  this  is  sheer  "fantasy." 

Big  questions  also  remain  about  retaining  individual  choice 
of  doctors,  government  controls,  and  employer  mandates. 
All  will  be  loudly  discussed  in  the  halls  of  Congress.  In- 
deed, the  debate  is  itself  a  social  good.  Americans  have 
been  in  denial  on  the  issue.  For  the  first  time,  they  are  being 
confronted  with  the  true  costs  of  their  own  health  care. 

Fortunately,  the  reform  package  presented  by  the  Presi- 
dent is  the  beginning,  not  the  end,  of  a  political  process 
that  can  produce  a  better  health-care  system.  If  the  final  plan 
emphasizes  competition  and  choice  rather  than  controls,  if  it 
phases  in  universal  coverage  over  time,  and  if  it  sticks  to  a 
basic  benefits  package,  it  can  succeed  in  ensuring  decent 
health  care  for  all  Americans.  They  deserve  a  serious,  bipar- 
tisan effort  to  make  this  happen. 

HOW  TO  FIRE  UP 
THE  EXPORT  MACHINE 

^0RW  n  Sept.  29,  Commerce  Secretary  Ronald  H.  B 
M    B  will  submit  to  Congress  a  report  on  how  the 
^NJB^  can  streamline  the  maze  of  rules  and  regula 
that  passes  for  government  export  policy.  Brown's  i 
agency  Trade  Promotion  Coordinating  Committee  wi 
tempt  to  distill  a  coherent  set  of  principles  from  an  ama 
of  cold  war  and  post-cold  war  export  controls  that  no  k 
make  sense  in  terms  of  either  economics  or  U.  S.  secur 

Brown's  timing  couldn't  be  better.  U.  S.  merchandis< 
ports  are  growing  twice  as  fast  as  exports,  and  the  $13! 
lion  trade  deficit  in  goods  is  at  a  554-year  high.  Weak  e< 
mies  in  Europe,  Japan,  and  Mexico  account  for  a  good  cl 
but  not  all,  of  that  deficit.  Washington's  own  policies  ar 
sponsible  for  losses  up  to  $40  billion  in  exports  every  3 
according  to  Sizing  Up  U.  S.  Export  Disincentives,  a 
book  by  J.  David  Richardson,  published  by  the  Institut< 
International  Economics.  Richardson  argues  that  the  1 
currently  enforces  export  controls  on  computers  and  tele 
munications  equipment  even  when  they  are  freely  avail 
on  the  international  market.  Its  controls  are  more  swee 
than  those  of  Europe  or  Japan.  The  result?  The  U.  S.  1 
export  sales  without  gaining  a  scintilla  of  extra  security 

Even  when  the  government  tries  to  promote  export 
fails.  There  are  19  federal  organizations  charged  with  he! 
exporters,  and  they  mostly  protect  their  individual  tl 
Even  the  relatively  clear  task  of  export  finance  is  twis 
Some  80%  of  federal  export-finance  aid  goes  to  agriculti 
which  accounts  for  a  mere  10%  of  the  value  of  all  expor. 

What  must  be  done?  First,  create  one-stop  shoppings 
export  licensing  at  the  Commerce  Dept.,  and  streamline  i 
bureaucracy.  Second,  control  only  those  technologies  ts 
are  the  most  sensitive  militarily,  not  "dual-use"  technoloj: 
that  are  easily  available  in  commercial  markets.  Third,  din 
government  financial  support  to  a  wider  array  of  expo: 
particularly  those  from  small  and  midsize  companies.  A  bil 
dollars  in  exports  generates  about  20,000  good-paying  jobs- 
$40  billion  can  create  800,000  very  happy  families.  W< 
rooting  for  you,  Ron. 

THE  BUNDESBANK  MUST 
BROADEN  ITS  HORIZONS 

Bl  !><■  end  of  the  cold  war  has  had  many  unintended  conse- 
[quences.  One  of  the  most  important  has  been  the  shift 
Bl  of  Western  Europe's  geopolitical  center  away  from 
Brussels,  home  to  the  European  Community,  to  Frankfurt. 
There,  16  men  meet  every  second  Thursday  at  the  Bundes- 
bank to  dictate  Europe's  economic  agenda. 

So  far  this  year,  that  agenda  has  been  antigrowth.  The 
Buba  has  pursued  a  policy  of  fighting  inflation  through  high 
interest  rates  and  a  strong  mark,  and  economic  expansion 
and  job  growth  have  suffered.  Even  as  the  Japanese  central 
bank  cuts  its  discount  rate  a  surprisingly  large  0.75%,  to 
1.75%,  the  Bundesbank  stubbornly  holds  to  6.25%.  This  has 
burdened  the  rest  of  Europe  with  high  real  interest  rates— 
nearly  6%  in  France. 

The  irony  is  that  the  Bundesbank  wants  none  of  this 
power  over  the  fate  of  Germany's  neighbors.  It  would  prefer 
to  be  left  alone  to  deal  with  Germany's  own  problem:  an  in- 
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tkay,  so  you're  not  the  kind  of  person 
)ia  it  from  the  rooftops.  Maybe  a  global 
j  more  your  style.  An  international 
'conference,  even  better, 
it  Sprint,  we  grasp  the  concept.  And 
zlieve  in  great  ideas.  After  all,  we  had 
gh  faith  in  a  little  thing  called  fiber 
s  to  launch  a  global  network  back  in 
.  And  today  we're  the  only  communica- 
company  to  offer  local,  global  and 


cellular  capability.  Not  to  mention  the  power 
to  communicate  with  over  290  countries 
and  locations  around  the  world  and  a  con- 
nection so  clear  you  could  hear  a...  well, 
you  know. 

But  alas,  man  does  not  live  by  tech- 
nology alone.  So  it's  nice  to  know  there's  a 
communications  company  you  can  actually 
communicate  with.  At  Sprint,  we  place 
more  value  on  helping  people  move  forward. 


than  getting  them  back.  That  means 
delivering  the  future,  rather  than  just 
promising  it. 

So  the  next  time  you  have  a  great  idea, 
don't  be  shy.  And  don't  wait  for  someone 
else  to  bring  you  the  technology  that  lets 
you  spread  the  word. 

Because  with  Sprint  you  have  the  world 
now.  And  the  power  to  share  it  with  anyone, 
anywhere,  anytime. 


tprinl  Cot 


ations  Company  L  P 


Be  there  now. 

1-800-PIN-DROP 


Sprint 


As  Relationships  Strengthen 
They  Turn  Into  Alliances. 

Clients  Like  That." 


Re-engineering.  Restive  boards.  Ravenous  competitors. 
Revenue-seeking  governments.  CEOs  and  CFOs  need  strong  finan- 
cial allies  now  more  than  ever. 

Now  more  than  ever,  Chemical  is  committed  to  building  strong 
and  mutually  valuable  relationships  with  our  clients — operating  as 
banker,  advisor,  and  trading  and  investment  partner. 


We  forge  relationships  that  last  by  serving  clients  better  till 
our  competitors,  by  providing  more  of  the  products  and  service) 
clients  need  than  our  competitors,  by  solving  more  problems  ar 
finding  more  opportunities. 

Our  broad-based  approach  produces  results.  For  example, 
rank  first  in  the  world  in  loan  syndications,  thanks  to  structurinf 
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VV  HAT  IF  your  employees  work  together  but  your  office  furii: 


PLACES 
work  stations 


How  do  you  design  a  functional  office  with- 


out furniture  getting  in  the  way?  Haworth  has  the 


answer:  PLACES®  A  flexible  furniture  system  that  en- 


courages teamwork  without  sacrificing  privacy. 


PLACES  lets  you  integrate  shared  and  indi- 


vidual spaces,  allowing  for  a  free  flow  of  information 


and  communication.  Acoustic  panels  in  a  variety  of 


shapes  keep  one  team's  brainstorming  from  becoming 
another  team's  headache.  And  an  array  of  work  sur- 
faces and  storage  options  create  an  environment  that 
caters  to  individuals  without  isolating  them. 

The  PLACES  system  offers  you  a  world  of 
choices  for  the  workplace.  Because  today,  if  you  can't 
work  together,  you  can't  work. 

 <>  


Make  sure  nothing  stands  between  your  employees 


and  the  job  at  hand.  For  Haworth 's  "Productivity 


I— H/WA/ni^~l~l"~r       Through  Teamwork"  booklet,  call 


1-800-344-2600. 
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The  production  index  was  unchanged  during  the  week  ended  Sept  18  On  a 
seasonally  adjusted  bosis,  increased  output  levels  of  trucks  and  rail-freight  traffic 
offset  production  declines  in  steel,  autos,  electric-power,  coal,  paper,  poperboard,  and 
lumber  Crude-oil  refining  output  was  unchanged  from  the  previous  week.  Before 
calculation  of  the  four-week  moving  average,  the  index  dropped  to  190.2  from  a 
reading  of  191  in  the  week  before 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc 


The  leading  index  increased  modestly  during  the  week  ended  Sept.  18  Stoc 
prices  rebounded  a  bit  after  toking  a  tumble  in  the  previous  week,  while  fewe 
business  failures  and  stronger  growth  of  M2  lifted  the  index.  Higher  bond  yields  an* 
deteriorating  growth  rates  for  materials  prices  and  real  estate  loans  offset  some  < 
the  other  indicators'  strength  Before  calculation  of  the  four-week  moving  average,  ItS 
index  was  unchanged  ot  234.6. 

Leading  index  copyright  1 993  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/25)  thous.  of  net  tons 

1,798 

1,833# 

7.0 

AUTOS  (9/25)  units 

1  1  1,493 

I08,337r« 

-10.3 

TRUCKS  (9/25)  units 

105,385 

104,457ri; 

19  8 

ELECTRIC  POWER  (9/25)  millions  of  kilowatt-hours 

58,496 

59,090# 

0.3 

CRUDE-OIL  REFINING  (9/25)  thous  ofbbl/day 

13,884 

13,852# 

1.1 

COAL  (9/18)  thous.  of  net  tons 

19,405# 

17,528 

-1.0 

PAPERB0ARD  (9/1 8)  thous.  of  tons 

796.2# 

798  8r 

-0.1 

PAPER  (9/18)  thous  of  tons 

798.0# 

805  Or 

-0.5 

LUMBER  (9/18)  millions  of  ft. 

482  6# 

389  2 

-0.3 

RAIL  FREIGHT  (9/1 8)  billions  of  ton-miles 

22  }# 

19  4 

3.3 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA?,  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/29) 

105 

106 

121 

GERMAN  MARK  (9/29) 

1.61 

1.63 

1.49 

BRITISH  POUND  (9/29) 

1.51 

1.52 

1.70 

FRENCH  FRANC  (9/29) 

5.63 

5.68 

5.04 

CANADIAN  DOLLAR  (9/29) 

1.32 

1  32 

1.24 

SWISS  FRANC  (9/29) 

1.41 

1.42 

1.30 

MEXICAN  PESO  (9/29)' 

3  118 

3.106 

3.103 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
pound  expressed  in  dollars 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/29)  $/troyoz. 

353  200 

354.400 

1.2 

STEEL  SCRAP  (9/28)  #1  heavy,  $/ton 

112.50 

112.50 

29.3 

FOODSTUFFS  (9/28)  index,  1967=100 

2116 

210  8 

6.3 

COPPER  (9/25)  C/lb. 

87  0 

89.1 

-22.4 

ALUMINUM  (9/25)  c/lb. 

52  3 

52  8 

10  1 

WHEAT  (S  25)  #2  hard,  $/bu. 

3.25 

3.35 

-8.7 

COTTON  (9/25)  strict  low  middling  1-1/16  in.,  C/lb. 

56.03 

54  23 

6.1 

LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Chan 
year  o 

STOCK  PRICES  (9/24)  S&P  500 

455  91 

460.36 

E 

CORPORATE  BOND  YIELD,  Aaa  (9/24) 

6.79% 

6.66% 

-14 

INDUSTRIAL  MATERIALS  PRICES  (9/24) 

94.4 

94.7 

BUSINESS  FAILURES  (9/17) 

331 

336 

-u 

REAL  ESTATE  LOANS  (9/15)  billions 

$403.9 

$404.2r 

c 

MONEY  SUPPLY,  M2  (9/13)  billions 

$3,504.7 

$3,498.2r 

1 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/1 1)  thous. 

324 

322 

-21 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  {index:  1  980=  1 00),  Dun  &  Br< 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adju 
data  on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Chan 
year  a 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Aug)  billions  $1312 

$128.6r 

9 

BUDGET  SURPLUS  OR  DEFICIT  (-(  [Aug]  millions 

-$23,230 

-$39,577 

-i 

CONSUMER  PRICE  INDEX  (Aug) 

144.8 

144.4 

2 

RETAIL  SALES  (Aug)  billions 

$173.5 

$173.1 

( 

Sources:  Commerce  Dept.,  Treasury  Dept ,  BLS,  Census  Bureau 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chan 
year  o 

MONEY  SUPPLY,  Ml  (9/i3| 

$1,103.7 

$1,102.9 

12 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 


BANKS'  BUSINESS  LOANS  (9/15) 

271.2 

267  7 

-2 

FREE  RESERVES  (9/15) 

325r 

823r 

-31 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/15) 

162.8 

158.0 

11 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free 

reserves. 

which  are  expressed  fo 

two-week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 

Week 

Yi 

week 

ago 

0 

FEDERAL  FUNDS  (9/28) 

3.08% 

3.23% 

3.41 

PRIME  (9/291 

6  00 

6.00 

6.0C 

COMMERCIAL  PAPER  3-MONTH  (9/28) 

3.18 

3.16 

3.39 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/29) 

3.09 

3.12 

3.1C 

EURODOLLAR  3-MONTH  (9/24) 

3.06 

3.08 

3.1C 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmei 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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"Our  bank  helps  us  grow 
more  than  plants.  They  help  us 
grow  our  people." 

Doug  Allen.  President, 
Hincs  Nurseries,  Inc., 
a  Macluan  Capital  Co. 


"We  hire  the  best  professionals 
available,  then  entrust  each  of  them  with 
a  great  deal  of  responsibility.  In  a  company 
spread  out  over  several  states  and  hundreds 
of  acres,  we  have  to. 

Three  years  ago,  when  we  were  in  the 
process  of  buying  Hines  from  its  parent 
company,  I  discovered  another  group  of 
professionals  I  could  rely  on:  the  people 
at  Bank  of  America.  Our  relationship 
officer,  Art,  was  instrumental  in  restruc- 
turing the  financing  for  our  leveraged 
buyout.  And  he's  helped  us  access  cash 


management  and  other  financial  tools 
that  keep  us  growing.  Art  also  brings  in 
professionals  like  BofA  capital  markets 
consultants,  economists  and  agri-business 
specialists  to  work  with  our  team. 

Our  managers  often  learn  new  things 
from  the  people  at  BofA.  And  that's  impor- 
tant. Because  for  our  business  to  flourish, 
I've  found  that  we  have  to  do  more  than 
grow  plants.  We  have  to  grow  our  people."' 


Banking  on  America™ 


Bank  of  America 


Bank  of  America  NT&SA  Member  FDIC 


6  A 


figures  don't  look  right,  you 
it  to  have  your  claims  examined 


Is  your  company  paying  too  much 
for  health  care?  Find  out  with  our  free 
Claims  Key  program.  Send  200  claims 
from  your  PPO  insurance  plan,  and  we'll 
show  you,  line  hy  line,  how  we  can  process 
them  for  less.  So  far,  every  company  that's 
participated  has  saved  money— as  much 
as  57%.  If  your  company  has  250  or  more 
people,  look  into  a  checkup  with  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
The  results  could  be  a  real  eye-opener. 
We  make  the  system  work  for  you." 


Calif orniaCare  Health  Plans 
#  Blue  Cross  of  California 


WhatYcxiDo 

'oday  Helps  Shape 

Your  Tomorrow 


A  Prudent  Choice  When 
Contemplating  Yogr 
Investment  Horizons 


The  Legg  Mason  Special  Investment  Trust 

is  an  exceptional  common  stock  fund  that  seeks 
capital  appreciation  through  investment  in 
carefully  chosen  smaller  companies.  And  that's 
exactly  what  it's  achieved  too-with  no  front  end 
sales  charges  or  redemption  fees* 

In  fact,  it's  the  only  small  company  growth 
fund  to  beat  the  S&P  500  in  each  of  the  past 
five  years.**  That's  five  years  in  a  row! 

For  a  prospectus  containing  complete  infor- 
mation, including  charges  and  expenses,  call 

1-800-822-5544 

toll-free  or  contact  your  Legg 
Mason  Investment  Executive.  We 
think  you'll  like  what  you  see. 

Special  Investment  Trust 

ADDING  VALUE  J 
TO  YOUR  FUTURE  ~~ 

LEGG  MASON  WOOD  WALKER  INC 
Member  New  York  Stock  Exchange 
Member  SIPC 
An  investment  Tradition  Since  1899 


One  Year 

Five  Year 

Life  of  Fund 

35.57% 

19.78% 

14.50% 

8/31/92-8/31/93 

8/31/88-8/31/93 

12/31/85-8/31/93 

The  returns  shown  are  based  on  historical  results  and  are 
not  intended  to  indicate  future  performance  Calculations 
include  reinvestment  ol  all  capital  gains  and  dividends.  The 
investment  return  and  principal  value  of  the  fund  will  fluctu- 
ate so  that  an  investor's  shares,  when  redeemed,  may  be 
worth  more  or  less  than  their  onginal  cost  Please  read  the 
prospectus  carefully  before  investing  or  sending  any 
money.  'The  Fund  pays  an  asset-based  distribution  fee 
"The  Standard  and  Poors  500  Stock  Price  Index  (S&P  500) 
is  an  unmanaged  group  of  securities  often  taken  as  repre- 
sentative of  the  stock  market  as  a  whole.  Performance 
results  of  the  S&P  500  reflect  a  reinvestment  of  dividends 
Advisor  absorbed  a  portion  of  fund  expenses  in  fiscal  years 
1986  to  1989. 


Communism  Crumbles 


Canadians  Win 
World  Series, 

Superman  Dies, 

Connecticut  Cuts  Taxes, 
Adds  Incentives, 


fiSI    taxes  and  workers'  compensation.  Plus  we're  offering  CONNECTICUT 


■     Some  very  juicy  incentives.  Call  US  at  1-800-392-2122.      The  State  That  Thinks  Like  A  Business. 


6E-CA 


What  information  targeting  has  cc 


elcome  to  the  age  of  Bob.  The  age  of  targeting  the 


right  information  to  individuals  who  are  most  likely  to  respond  to  it. 


That's  w  here  Metromail.  R.R.  Donnellev's  consumer  database 


subsidiary,  can  help.  By  giving  you  more  individual  data,  better  access,  easy 


analysis  of  customer  response  and  statistical  modeling,  you  can  get  a  compl 


picture  of  your  target  audience.  And  we  can  locate  more  of  them  for  you 


This  also  allows  us  to  customize  the  content  of  vour  communic 


6F-CA 





ltroducing  the  segment  of  Bob. 


to  fit  the  interests  of  different  individuals.  And  we  can  help  you  package  that  information 


in  print  or  electronic  media.  CD-ROM.  Floppy  disks.  Even  demand  fax. 


At  R.R.  Donnelley,  we  do  a  lot  more  than  print  words  on  paper  these  days.  We  can 


take  your  information  and  target  it,  translate  it,  move  it  around  the  world,  customize  it, 


personalize  it,  give  it  more  impact,  make  it  interactive,  print  it,  compact  it,  CD-ROM  it,  computer 


disk  it,  on-line  it,  multimedia  it  and  turn  it  around  on  a  dime.  Just  call  for 


this  detailed  brochure  in  print  or  CD-ROM  form.  Or  both.  1-800-438-0223 


RR  Donnelley  &  Sons  Company 


The  power  to  transform  information  into  opportunities 

6G-CA 


The  most  helpful, 
dependable  drivers. 


Resources  of  the  nation's 
most  stable  LTL  carrier. ' 


Night  driving 
/  schedules. 


Si 


High  performance  | 
-  regional  next  day  f 
service  nationwide.  I 


Over  3000  lanes- — 
nationwide  and  growing. 


EDGE@electronic 
f  data  services. 


Designed  for 
future  expansion. 


Freight  moves  fastest  through 
Intr  America M  hubs. 


How  We  Built  The  Best  Next  Da} 
LTL  Service  On  The  RoadToday 

At  Overnite,  we've  built  the  perfect  vehicle  for  all  your  next  day  LTL  shipments>x<T>\ 
Niteliner.  It  takes  shipments  more  places  and  greater  distances  next  day.  It  has  more  COVERHITE) 
next  day  lanes  nationwide,  so  you  can  use  the  same  next  day  carrier  regardless    N  f  rp^j^v e R8 
of  region.  Niteliner.  It's  the  best  next  day  service  on  wheels.  Next  Day.  lob  Done."' 

1  For  a  free  map  of  our  Niteliner® next  day  routes  in  California,  call  1  -800-273-78 1 0. 
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HEALTH-CARE  REFORM: 
SECOHD  AHD  THIRD  OPINIONS 

Regarding  "Business  can't  hide  its 
doubts"  (Top  of  the  News,  Sept.  20), 
we  need  universal  health  coverage  with 
access  to  care  for  the  unemployed,  for 
people  with  preexisting  conditions,  and 
for  the  pooi-. 

Personally,  there  are  areas  that  con- 
cern me.  President  Clinton's  plan  is  pre- 
sented as  one  that  encourages  "managed 
competition"  and  diversity,  giving  free- 
dom of  choice  to  Americans  and  lower 
costs  with  quality  care.  However,  his 
plan  encourages  the  opposite  by  incorpo- 
rating the  following  elements: 

■  Allowing  a  state  to  adopt  a  one-payer 
system. 

■  Allowing  a  state  to  mandate  that  all 
companies  must  join  the  government  al- 
liance instead  of  allowing  large  compa- 
nies to  continue  high-quality,  low-cost 
self-insurance  programs. 

■  Cutting  Medicare  and  Medicaid,  which 
are  already  contained  at  a  level  below 
actual  cost  on  some  services. 

In  an  era  when  the  global  direction  is 
toward  free  enterprise,  are  we  to  inad- 
vertently opt  otherwise? 

Ilene  Sokoloff 
Los  Altos,  Calif. 

As  you  have  described  it,  the  Ad- 
ministration's health  plan  is  a  kind 
of  crazy-quilt,  stitched  together  from 
contradictory  and  unwarranted  assump- 
tions and  half-truths.  It  will  no  doubt 
improve  the  lot  of  the  currently  unin- 
sured. The  rest  of  us,  I  fear,  will  re- 
ceive less  of  the  same.  We  will  be  at 
the  mercy  of  second-rate  doctors  and 
inferior  providers. 

If  we  really  want  a  level  playing  field, 
we  will  stop  putting  out  these  idiotic 
proposals  and  go  to  a  single-payer  sys- 
tem on  the  lines  of  the  Canadian  system. 

James  C.  Daugherty 
Bradenton,  Fla. 

The  health-care  debate  illustrates  the 
difficulty  this  nation  has  with  fixing 
any  problem  we  have.  The  problem  is 
our  conflicting  demands.  We  want  a 
Mercedes  but  can  only  afford  a  Yugo. 
We  also  distrust  our  government,  but 


plead  with  it  to  do  something  to  help  us. 
Everyone  agrees  American  health  care 
is  broken  but  is  unwilling  to  make  one 
compromise  to  fix  it. 

Of  course  the  Administration  has  to 
say  the  "three  fibs"  about  health-care 
reform  ("Three  fibs  that  won't  help 
health  reform,"  Top  of  the  News,  Sept. 
20).  Who  can  forget  Walter  Mondale  tell- 
ing the  American  public  flat  out  that 
he  was  going  to  have  to  raise  taxes  to 
cut  the  deficit?  At  least  the  Presidents 
who  followed  had  the  common  sense  to 
lie  about  raising  taxes  before  they  were 
in  a  position  to  do  so. 

I'm  willing  to  try  a  plan  that  has  the 
care  President  Clinton  seems  to  have 
invested  in  it.  If  it  doesn't  work,  or 
needs  improvement,  then  I'm  sure  he 
will  be  willing  to  make  changes.  I  hon- 
estly don't  know  if  his  plan  is  the  best, 
but  I  do  know  he  is  at  least  trying.  I'm 
a  hard-nosed  realist  who  does  not  want 
to  be  an  armchair  critic  any  longer  and 
who  knows  that  success  in  this  battle 
will  equal  pain. 

Bruce  N.  Hoglund 
Redstone  Arsenal,  Ala. 

'BANKS  ARE  CHOKING 

SMALL  BUSINESS'  

■  n  regard  to  "Greenspan  should  lean 

■  on  the  banks"  (Editorials,  Sept.  20), 
other  than  Small  Business  Administra- 
tion loans,  there  is  no  bank  lending  to 
small  business.  A  typical  banker's  re- 
sponse to  any  small  business,  no  matter 
how  well-collateralized  and  how  good  its 
project  is,  will  be,  "What  is  the  secon- 
dary source  of  payment?"  Quick  inter- 
pretation: "We'll  lend  you  a  million  dol- 
lars, if  you  have  a  million  dollars  in 
additional  liquid  security  apart  from  your 
business." 

The  banks  are  choking  the  engine  of 
entrepreneurial  small  business  of  this 
country— and  therefore  of  job  growth. 
A  great  service  would  be  done  if  we 
had  an  accurate  public  disclosure  of  all 
the  commercial  banks'  lending  on  a  quar- 
terly basis. 

This  public  reporting  should  include 
loans  as  percent  of  capital  by  bank  and 
by  region  broken  down  as  to  business  or 
consumer  and  categorized  as  to  busi- 
nesses with  sales  less  than  $5  million,  $5 
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Newton"  is  digital. 

Newton  is  personal. 

Newton  is  as  powerful  as  a  computer. 

Newton  is  as  simple  as  a  piece  of  paper. 

Newton  is  a  new  kind  of  technology. 

Newton  will  help  you  communicate. 
Newton  can  send  faxes  for  you. 
Newton  can  send  electronic  mail  for  you. 
Newton  can  send  messages  to  another 
Newton  through  thin  air. 

Newton  will  help  you  get  organized. 
Newton  can  help  you  make  phone  calls. 
Newton  can  help  manage  your  schedule. 
Newton  can  help  you  plan  your  day. 
Newton  is  always  looking  for  ways  to  help  you  out. 


Newton 


Introducing  The  MessagePadl  The  First  Newton, 


Newton  can  learn  your  best  friend's  phone  number. 
Newton  can  learn  the  names  of  your  clients. 
Newton  learns  about  you  to  help  you  more. 


Newton  is  here  today. 

Newton  will  be  everywhere  tomorrow. 


Where  is  Newton?  Call  800-365-  \6$0,  ext  100,  to  find  out  tcber 


LEAVING  YOUR  JOB? 

DON  T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  an  IRS  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision, 
the  IRS  could  withhold  20%  of  your  retirement  money 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  decide 
what's  best  for  you. 

Call  for  more  information  and  a  free  kit 
1-800-541-6428 


Invest  With  Confidenct 

T.RoweRice 


•lit 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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CORRECTIONS  &  CLARIFICATION! 


Because  of  a  computational  error 
Morningstar  Inc.,  the  estimated  tax 
ability  for  the  Pioneer  Fund  was  inc 
rectly  reported  ("How  much  are  y 
really  earning  on  your  mutual  fund: 
Finance,  Sept.  27).  The  correct  figijOi 


is  37%. 


In  "A  Smithsonian  for  stinkers"  (Co\ 
Story,  Aug.  16),  a  photo  showed  pr< 
ucts  collected  by  The  New  Prodi 
Showcase  &  Learning  Center  of  Itha 
N.Y.  The  caption  should  have  point  • 
out  that  some  of  the  products  are  si ' 
cessful,  including  the  Original  Flav 
Cheese  Straws  made  by  Old  C'hisho 
Trail  Inc.  of  Fredericksburg,  Tex 


to  $50  million,  $50  to  $500  million, 
$500  million  and  above.  With  that  d; 
I  think  you  would  clearly  see  the  i  jj 
story  and  the  real  problem. 

J.  William  Sharman 
Presid 
Lancaster  Group  1 
Hous  •„ 

MORE  ADVICE  FOR 
BRAZIL'S  TECHNOCRATS 


Thank  you,  Rudi  Dornbusch,  for 
free  advice  in  a  four-step  progr  r 
for  economic  reform  in  Brazil  ("Econ<  „ 
ic  reform:  Just  do  it,  Brazil,"  Econof 
Viewpoint,  Sept.  13).  Additionally, 
country  will  not  get  out  of  the  slump 
til  the  technocrats: 

■  Cut  the  red  tape  and  requiremet 
for  people  to  open  new  small  busines 
(it  takes  a  minimum  of  six  months 

■  Decrease  the  bureaucracy  inheri 
from  the  Portuguese  during  coloi 
times. 

■  Institute  education  reform  to  decre 
the  perpetually  high  illiteracy  rate 
the  population. 

I  regretfully  say  that  the  politician; 
Brazil  historically  have  never  paid  h 
to  sound  advice  like  yours.  They 
too  busy  being  crooked. 

Jose  C.  Nt 
Sao  Pa 

WHAT'S  REALLY  BEHIND 
THE  McKINSEY  MYSTIQUE? 


Quiz  time.  What  do  corporate  1 
offs,  massive  debt,  and  senior  ej 
utives  from  IBM,  Eastman  Kodak,  Sei 
General  Electric,  Phillips  Petroleum, 
and  Frito-Lay  have  in  common?  Answ 
McKinsey  &  Co.  Now  I  ask,  how  do  ; 
define  success  ("The  McKinsey  m 
tique,"  The  Corporation,  Sept.  20)? 
fining  and  opening  new  markets  and 


vely  maintaining  a  confident,  fo- 
staff?  Or  is  it  corporate  downsiz- 
ld  dysfunctional  borrowing? 
jre  is  at  least  one  market  that 
asey  has  opened  and  expanded: 
-ate  outplacement. 

Robert  Vamvas 
Seabrook,  Tex. 

HICAGO  BOARD  OF  TRADE 

PS  BEHIND  OLOBEX  

yarding  the  Commentary  "Short- 
ghtedness  is  short-circuiting  Chica- 
LOBEX"  (Finance,  Sept.  13),  I  would 
a  update  you  on  the  progress  the 
go  Board  of  Trade  has  made  on 
LOBEX  trading  system, 
derscoring  our  commitment  to  the 
erm  success  of  GLOBEX,  our  board 
ectors  voted  on  Sept.  21  to  relin- 

to  the  London  International  Fi- 
al  Futures  Exchange  (LIFFE)  our 
sive  right  to  list  and  trade  Ger- 

bund  futures  and  options  on 
CX. 

)BEX  projects  a  vision  for  the  fu- 
a  strategic,  global  solution  to  the 
nds  of  the  24-hour  trading  day. 
is  why  the  Chicago  Board  of  Trade 
termined  to  throw  its  resources 
leveloping  the  system,  and  that  is 
we  will  continue  to  support  it. 
I  we  will  not  shortchange  our  mem- 
by  ignoring  other  viable  market 
oris,  including  such  opportunities 
r  own  local-area  electronic  trading 
m,  our  evening  trading  session,  or 
itial  mutual  offset  arrangements 
foreign  exchanges  such  as  LIFFE. 
r  strategy  is  to  extend  the  reach  of 
larkets,  to  create  additional  trading 
-tunities  for  our  members,  and  to 
our  premier  risk  management  prod- 
to  market  participants  around  the 
•.  While  we  have  many  arrows  in 
quiver,  our  goal  is  not  to  create 
arrows,  but  to  hit  the  bull's-eye. 
Patrick  H.  Arbor,  Chairman 
Chicago  Board  of  Trade 
Chicago 

rA:  LOOKS  LIKE  EVERYONE'S 
AND  LOOSE  WITH  THE  FACTS 

the  article  "Is  Pat  Choate  playing 
;t  and  loose  with  NAFTA?,"  (Top  of 
"Jews,  Sept.  20)  you  chastise  Choate 
is  use  of  facts  against  NAFTA.  Here 
some  of  the  misstatements  spread 
is  critics: 

\FTA  will  slow  down  immigration 
Mexico. 

Mexico  does  not  abide  by  the  side 
ements  on  the  environment  and 
ler  safety,  the  revised  treaty  pro- 
s  for  effective  countermeasures. 
>b  loss  to  Mexico  will  be  limited  and 
lort  duration. 

he  treaty  will  make  limited  differ- 


BREITLING 

1884 

Instruments  for  Professionals 


5>  BREITLING  WORLD  CUP  OF  AEROBATICS  1993 


BREITLING  MASTERS  OF  FRANCE,  Pans  Air  Show,  June  11-13 
EUROPEAN  AEROBATICS  CHAMPIONSHIPS,  ( Irosseto,  Italy,  lune  16-27 
EAA  FLY-IN  CONVENTION,  Oshkosh  USA,  August  2-3 
BREITLING  MASTERS  OF  SWITZERLAND,  Bex,  August 26-29 
BREITLING  MASTERS  OF  GERMANY,  Berlin,  September  2-5 
BREITLING  MASTERS  OF  USA,  Pompano  Beach,  November  18-21 


AUTHORIZED  BREITLING  AGENT: 


RK.ISTERI  [)  Jl  Wl  I  I  K 
AMERICAN  GEM  SOCIETY 

22N  BLVD  of  PRESIDENTS  also  al  SOUTH  DAI  FASHION 

SI  ArmanUsM8-37ll  C  I  N  1 1  K-OSPRE  V  NcM  lo 

JACOUSONSYM' -5K7H 
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"Ibdafs  globed  investment 
opportunities  look  attractive  to  me — 
especially  with  this  Fund  " 


If  you  share  the  belief  that  overseas  markets  hold  promise 
for  attractive  long-term  growth  opportiinities,  then  con- 
sider Scudder  Global  Fund.  This  pure  no- 
load""  Fund  ranked  #1  among  the  23  global 
funds  for  the  five-year  period  ended  6/30/93. 
It  invests  in  stocks  the  world  over  so  that 
you  can  increase  your  long-term 
return  potential,  while  reducing  the 
risks  of  just  investing  abroad*  Call 
today  for  a  free  fact  kit. 


Scudder  Global  Fund 
1-800-225-2470  ex,  6318 

SCUDDER 


America  s  first 

family  of  No-Load  Funds  ^ 


'International  investing  involves  special  nsks,  such  as  currency  exchange  fluctuations.  Share  price  fluctuates. 
Vie  Fund's  perionnance  was  ranked  by  Upper  Analytical  Services,  Inc.,  an  independent  fund-ranking  service. 
The  Fund's  1-year  performance  ninked  #9  of  5.5  global  funds.  Past  performance  is  no  guarantee  of  future  results. 
Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  the  Fund's  prospectus,  which  contains  more  complete 
information  about  n  wiasement  fees  and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 


Because  Business  Issues  Are 
Never  Strictly  Black  &  White 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  aU  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  am 
only  on  CNBC 

And  slay  tuned 

Saturday  and  Sunday  evening  for: 


Business  Weekly 
6:30  pm  <et> 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 
7:30  pm  (ET) 


eh 


ence  because  American  industries 
moving  south,  anyhow. 

Wait  and  see  who  has  the  facts. 

Amitai  Etzk 
Found 

International  Society  for  t 
Advancement  of  Socio-Economi 
George  Washington  Universi 
Washingt 

You  give  the  impression  that  Unit 
We  Stand  America  membership 
universally  against  NAFTA  ("The  nt 
kids  in  Congress  who  could  block  N/ 
TA,"  Washington  Outlook,  Sept.  20).  T 
1992  Presidential  race  was  probably 
special  one-time  event  in  which  Rc 
Perot  made  significant  contributions 
changing  the  terms  and  substance 
the  debate.  However,  it  does  not  nec« 
sarily  follow  that  the  20%  who  vot 
for  him  will  stick  as  a  bloc  for  the  19 
races  for  Congress  or  even  for  Ross  Pi 
ot  in  1996,  should  he  run. 

Within  the  so-called  ranks  of  Peroti 
tas  there  exist  a  significant  number 
individuals,  including  me,  who  are  d 
mayed  at  Perot's  tendency  to  resort 
simplistic  but  catchy  one-liners,  distx 
tions,  and  outright  liberties  with  t 
truth  on  NAFTA  and  other  issues. 

Perot  and  Pat  Choate  appear  to 
unable  to  draw  conclusions  from  G» 
many's  BMW  and  several  Japanese  c 
companies  who  have  not  hesitated  to 
cate  their  auto-production  facilities 
the  U.  S.  rather  than  in  low-wage  Me 
co.  Who  is  right:  Perot  with  his  sucki 
noise  or  the  companies  who  have  inve; 
ed  billions  of  their  own  money  in  the 
ventures? 

Brahm  D.  Prash 
Springfield,  M 

FOR  LOW  BANK  FEES— 
YOU  GOTTA  SHOP  AROUND 

Choice  is  an  idea  given  too  little  attc 
tion  in  your  story  "Getting  soak 
by  soaring  bank  fees?"  (Personal  Bu 
nesss,  Sept.  20).  The  financial-servic- 
marketplace  is  crowded  with  compe 
tors,  bank  and  nonbank. 

Bank  fees,  like  the  cost  of  milk,  caiL 
and  your  magazine,  are  set  by  a  mark' 
place  where  millions  of  individual  com1 
mer  choices  are  made  every  day.  Pj 
consumers  who  look  around,  the  de;; 
will  be  there. 

Donald  G.  Ogilv 
Executive  Vice-Preside^ 
American  Bankers  Asi. 

Washingt 


Letters  to  the  Editor  should  be  sent  lo  Readers  Rep 
Business  Week,  1221  Avenue  of  the  Americas,  N 
York,  N  Y.  10020.  Fax  (212)  512-4721  All  left: 
must  include  an  address  and  daytime  and  evening  t 
phone  numbers  We  reserve  the  right  to  edit  letters, 
clarity  and  space. 
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What 

American  Business 


The  Business  Week  Symposium  of  Chief  Executive  Officers 

The  Willard  Hotel,  Washington,  D.C.,  October  20th  -  22nd,  1993 

For  the  sixth  consecutive  year,  Business  Week  is  proud  to  present  the  most  prestigious  executive  gathering  in  corporate 
America.  The  Business  Week  Symposium  of  Chief  Executive  Officers,  an  invitation-only  gathering  of  this  country's 
leadership  elite.  Each  year,  a  select  group  of  CEOs  meet  to  confront  new  challenges  of  industry  and  state. 

As  in  past  years,  this  conference  presents  a  rare  sponsorship  opportunity  -  a  chance  to  be  a  participant  in  corporate  history  as 
it's  being  made.  The  CEOs  will  trade  their  insights  on  a  dramatic  agenda  of  critical  issues,  including  The  Transformation  of 
Coiporate  Structures,  Managing  the  Creative  Corporate  Culture  and  The  Education  Deficit. 

The  Business  Week  Symposium  of  Chief  Executive  Officers.  This  is  what  American  Business  is  coming  to. 
Speakers  ivUl  include: 


George  B.  Bennett 
Chairman  and  CEO 
Symmetrix,  Inc. 


Paul  Fireman 

Chairman  and  CEO 
Reebok 


Robert  D.  Kennedy 

Chairman  and  CEO 
Vnion  Carbide 
Corporation 


Dona  Mend 

President 
Tenneco 


Eckhard  Pfeiffer  Bert  C.  Roberts,  Jr. 

President  and  CEO  Chairman  and  CEO 

Compaq  Computer  MCI  Communications 

Corporation  Corporation 


Presented  in  association  with: 
BMW*  Compaq  Computer  Corporation  •  MCI  Conmimiications  Corporation  •  Synunetrix,  Inc. 

A  limited  number  of  additional  sponsorship  positions  are  available. 
Call:  William  H.  DeGraff,  Director  of  Sales,  Business  Week  Strategic  Programs,  212.512.6012. 


BusinessWeek 


Beyond  news.  Intelligence. 


m 
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Financial  Structure 

We  provide  the  security  of  life  insurance  to 
millions  of  individuals  and  families.  We  help 
people  live  better  lives  with  home  equity 
loans,  and  help  them  plan  for  the  future  with 
annuities,  mutual  funds 
and  retirement  products. 
We're  Transamerica,  the 
^AN  SAM  ERICA    people  in  the  Pyramid. 
We  concentrate  on  the  financial  services  we 
know  best,  so  that  you  can  count  on  getting 
the  right  product  for  your  needs,  at  the  right 
price.  To  us,  being  different  is  more  than 
a  matter  of  appearance. 


COLLISION:  GM,  TOYOTA,  VOLKSWAGEN  AND  THE  RACE  TO  OWN  THE  21st  CENTURY 

By  Maryann  Keller 
Doubleday  •  287pp  •  $25 

ON  A  COLLISION  COURSE 
WITH  THE  FUTURE 


Contrary  to  its  hyped-up  title, 
Maryann  Keller's  Collision:  GM, 
Toyota,  Volkswagen  arid  the  Race 
to  Own  the  21st  Century  isn't  really  about 
the  rivalry  among  three  car  companies. 
Rather,  it  is  an  anecdote-packed  analysis 
of  the  crises  simultaneously  confronting 
the  largest  auto  maker  in  each  of  three 
economies— the  U.  S.,  Japan,  and  Ger- 
many. The  book  examines  the  faulty 
judgments  that  got  these  companies  into 
such  messes  and  sizes  up  the  men  who, 
for  better  or  worse,  are  now  fated  to 
steer  them  out.  Each  corporation  "is 
standing  at  a  critical  moment— a  cross- 
roads between  the  past  and  future 
where  daring  actions  will  be  required," 
Keller  writes.  The  collision,  then,  is  not~ 
so  much  with  one  another  as  with  the 
future. 

Keller,  automotive  analyst  for  the 


New  York  brokerage  firm  Furman  Selz 
Inc.,  breaks  with  conventional,  nation- 
alistic thinking  to  define  a  new  Global 
Big  Three:  GM,  Toyota,  and  Volkswa- 
gen. Each  dominates  its  home  market 
yet  suffers  problems  born  of  size  and 
complexity.  Each  has  served  as  an  inno- 
vator for  the  industry:  GM  created  cars 
for  every  income,  taste,  and  need;  VW's 
Beetle  rattled  American  complacency 
and  proved  small  cars  can  sell;  and  Toy- 
ota's lean  production  system  created  a 
new  global  standard.  Yet  each  now  must 
remake  itself  to  survive  and  prosper  in 
an  unfamiliar  world  of  saturated  mar- 
kets and  borderless  competition,  where 
sheer  growth  can  no  longer  mask 
inefficiencies. 

The  bulk  of  Collision  briskly  details 
how  corporate  culture  and  nationality 
have  shaped  each  company's  woes.  Toy- 


ota felt  so  invincible  with  its  flexi; 
production  system,  which  allowed  h 
dreds  of  options  per  car,  that  it  die 
notice  until  the  market  tanked  just  h 
costly  that  system  had  grown.  GM  ex 
utives,  isolated  as  they  were  on  the  c 
porate  headquarters'  14th  floor,  blarr 
the  Japanese  and  the  soft  economy  i 
hemorrhaging  cash  flows  until  the  bo;j 
of  directors  mutinied  in  1992.  Volksv" 
gen,  strapped  by  soaring  German  lal 
costs  and  trapped  in  the  mentality 
volume  production  throughout  the  '8 
tilted  so  sharply  toward  financial  chi 
that  it  became  the  scene  of  another  r 
utation-shattering  boardroom  brawl, 
suiting  in  the  ouster  of  CEO  Carl  . 
Hahn  in  early  1993. 

While  you  might  be  tempted  to  si 
ahead,  it's  worth  wading  through  t 
lengthy  description  of  the  1991  Tok 
Motor  Show  that  opens  the  book,  I 
well  as  the  accounts  of  other  auto  sho 
later  on.  At  first,  they  seem  to  be  obs- 
vations  that  could  have  been  record! 
by  any  of  the  thousands  present,  ftr 
they  quickly  shift  into  the  insider's  ar;-: 
ysis  that  Keller  weaves  through  a 
book  with  clear  prose  and  biting,  son- 
times  brutal,  honesty. 

She  reports  the  rumors  that  tht- 


President  Ferdinand 
was  absent  from 

okyo  show  because 
Hahn  wanted  the 

ght  to  himself  and 

udi  division  was  out- 

rming  the  rest  of 

describing  the  De- 
Auto  Show  of  Janu- 

1993,  she  shows  us 

[  Chairman  Robert 

empel,  ashen-faced, 
at  a  display  booth 

!ie  still  ran  the  corn- 
apparently  unable 

cept  the  loss  of  his 

r. 

fact,    the  book's 

strength  is  Keller's 
tion  of  the  players, 
she  calls  it  like  she  sees  it.  While 
las  only  praise  for  GM  President 

Smith,  the  first  industry  source 
ted  in  the  book's  acknowledge- 
s,  she  slams  ex-Chairman  Roger 
l  for  botching  his  restructuring  of 
ompany.  Stempel  she  depicts  as  a 
it  man  but  a  wimpy  leader  in  a 
ant  state  of  denial  and  fingerpoint- 
Piech,  though  perhaps  the  best 
e  to  lead  VW  out  of  its  financial  cri- 
omes  across  as  a  conniving  power- 
oer  with  no  social  graces.  And  Kel- 


ler barely  sugarcoats  the  consensus  in 
Japan  about  Toyota  President  Tatsuro 
Toyoda:  that  he  simply  inherited  the 
post  and  lacks  both  the  charisma  and 
the  brainpower  of  his  predecessors. 

Keller  clearly  has  command  of  the  in- 
tricate goings  on  at  GM,  and  the  sec- 
tions dealing  with  the  American  giant 
are  imbued  with  the  same  fly-on-the- 
wall  perspective  that  marked  her  first 
book,  Rude  Awakening:  The  Rise,  Fall 
and  Recovery  of  General  Motors.  GM's 
boardroom  coup  and  the  agonized  flip- 


flop  of  purchasing  whiz 
.lose  lgn:iri<»  Lopez  de  Ar- 
riortua  between  GM  and 
VW  make  for  a  gripping 
tale.  While  Keller  has 
boned  up  on  the  histories 
of  Toyota  and  VW  and 
conveys  them  authorita- 
tively, she  is  less  pene- 
trating in  detailing  the 
views  of  the  key  partici- 
pants. Her  misspelling  of 
several  Japanese  words 
reinforces  the  impression 
that  she's  a  relative  neo- 
phyte in  this  area. 

Which  auto  maker  will 
win  "the  race  to  own  the 
21st  century"?  Keller  out- 
lines four  criteria  to  judge 
how  well  her  Global  Big  Three  are  pre- 
paring: awareness  of  problems,  strong 
company  vision,  adaptability,  and  under- 
standing of  the  product  and  consumer. 
Her  conclusion:  GM  is  best  poised  to 
prosper  because  "it  experienced  a  near- 
fatal  crisis  that  shocked  every  fiber  of 
its  corporate  being,  and  it  is  using  that 
crisis  to  transform  itself."  All  GM  has  to 
do  now,  she  posits,  is  use  its  resources 
to  create  cars  and  trucks  that  people 
want  to  buy.  No  small  matter. 

It's  hard  to  tell  how  much  Keller's 
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WE'VE  GOT  98  BILLION  BRANCHES 
AND  YOU'VE  NEVER  HEARD  OF  US 


\s  one  of  the  largest  producers  ol  timber  m  the  United 
States,  Cavenham  Forest  Industries  is  well  known  in  the  world 
oi  forest  products. 

Ia'ss  well  known  is  the  company  that  owns  it:  Hanson. 

Frankly,  as  .1  diversified  industrial  management  company, 
we're  used  to  the  fact  that  many  of  our  businesses  are  better 
known  tli, m  we  are.  Several  of  them,  111  fact,  are  quite  familiar 
like  Jacuzzi  Uhirl]H>ol  Maths.  Tomim  \rmour  golf  equipment, 
Farberware,  and  Peabody  Coal. 

But  we  prefer  to  impress  our  shareholders  with  some- 
thing far  more  important  than  ,1  list  oi  household  names  — 
our  track  record.  Which  is  considered  one  of  the  most  enviable 
in  modern  financial  history. 

For  example,  over  the  last  JcS  years  our  earnings  jht  slum- 


have  grown  at  an  annualized  rate  of  19%.  While  our  gross  dr 
(lend  yield  at  year-end  \992  was  6.3%. 

And  since  Ix'ing  listed  on  die  New  \  ork  Suxk  llxehange  in  19f 
sales  have  soared  to  $15  billion  and  net  income  has  nearly  tripled. 

Obviously,  there's  a  reason  for  our  success:  A  manag 
ment  philosophy  steeped  111  common  sense.  Namely,  to  ov 
businesses  that  prov  ide  basic  goods  and  essential  services  li 
timber,  coal,  and  building  materials.  And  then  to  keep  a  fir 
eye  on  the  bottom  line. 

In  short,  we  are  .1  company  run  first  and  foremost  for  t 
benefit  of  our  shareholders. 

It's  a  v  iew,  we  believe,  that's  as  breathtaking  as  any  voull  s 
111  one  of  our  forests. 

For  a  copy  oi  Hanson  s  Annual  Report  call  I-800-8-HANS(f 


HANSON 


\(>G  R  KG  ATKS     ( .  1 1  I.  M  1  (,  \  I  s     ( .( )  \  I ,     <  .<  1  \  s  1  p,  1  CT  ION  &  HI  I  1 .  1 1 1  \  ( .  PRODI  CTS      I  OR  KS'l    PRODI  CTS      I  OB  ACS 


II 


usion— that  GM  will  triumph— de- 
i  on  her  intimate  knowledge  of  that 
any.  While  she  does  make  a  con- 
ig  argument  that  vw  lacks  flexibil- 
he's  relatively  superficial  in  her 
>n  on  understanding  the  product 
onsumer,  an  area  where  the  Japa- 
have  long  excelled.  Her  discussion 
yota,  also  embroiled  in  a  shocking 

as  it  girds  for  an  operating  loss 
/ear,  doesn't  mention  the  compa- 
radical  realignment  of  product 
i  to  eliminate  duplication.  Nor  does 
int  out  what  has  happened  at  its 
st  factory,  in  Kyushu:  There,  Toyo- 
•ognized  that  it  was  wasting  money 
inecessary  automation  and  scaled 
to  be  more  cost-effective, 
s  Keller  correctly  picked  the  win- 
It  will  be  another  decade  or  so  be- 
ve  know.  What  counts  is  that  she  is 
g  the  right  questions  and  has  ana- 

what  the  world's  top  auto  mak- 
lust  do  to  compete  in  the  coming 
iry.  Collision  is  an  eye-opener  for 
le  who  cares  about  the  fate  of  car 
anies. 

BY  KAREN  LOWRY  MILLER 

Her  covered  the  Japanese  auto  in- 
•y  from  1990  to  1993  and  is  now 
I  in  Bonn. 
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THE  WHIZ  KIDS: 

TEN  FOUNDING  FATHERS  OF  AMERICAN 
BUSINESS— AND  THE  LEGACY  THEY  LEFT  US 

By  John  A.  Byrne 

Doubleday  •  581  pp  •  $27.50 

THE  NUMBERS  GOSPEL 


They  started  as  a  team,  young  offi- 
cers in  World  War  II.  Their 
achievement  was  to  impose  on  a 
chaotic  Army  Air  Force  a  sys- 
tem of  rational  management 
based  on  statistical  analysis. 
When  the  war  ended,  their 
brash  leader.  Colonel  Charles 
"Tex"  Thornton,  telegraphed 
Henry  Ford  II  to  offer  the 
group's  services.  With  the 
same  skills  they  had  used  in 
the  war,  Thornton  claimed, 
these  men  could  rescue  Ford 
Motor  Co.  from  its  profound 
slump.  Ford  bought  the  package. 

As  the  numbers-oriented  bunch  trans- 
formed the  auto  maker,  they  were 
dubbed  the  Whiz  Kids.  The  best-known, 
Robert  S.  McNamara,  rose  to  be  presi- 
dent of  Ford  before  leaving  to  become 


Defense  Secretary  and  preside  over  the 
tragedy  of  Vietnam.  He  then  went  on  to 
head  the  World  Bank.  Another  Whiz 
Kid,  Arjay  Miller,  also  became  Ford 
president.  Others  fared  less  well.  Among 
the  first  to  leave  the  company  was 
Thornton,  who  found  eventual,  although 
not  lasting,  success  in  shaping  Litton 
Industries  Inc.  into  the  model  of  the 
modern  conglomerate. 

At  Ford  and  elsewhere,  the  Whiz 
Kids  spread  the  gospel  of  management 
by  the  numbers— often  at  the  expense  of 
emotion,  intuition,  even  prod- 
uct knowledge.  BUSINESS  WEEK 
Senior  Writer  John  A.  Byrne 
probes  the  consequences  of 
this  "revolution,"  counting 
among  them  the  very  loss  of 
U.  S.  competitiveness. 

But  this  is  more  than  a 
management  critique.  Delving 
deeply  into  the  men's  private 
lives,  Byrne  explores  how  the 
personal  shaped  the  profes- 
sional—the dreams  the  men  dreamed, 
the  risks  they  might,  or  might  not,  dare 
to  take.  The  Whiz  Kids  is  a  tale  of  am- 
bition and  disappointment,  loyalty  and  ri- 
valry, success  and  failure,  second 
chances  and  suicide. 
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conomic  Viewpoint 


HOW  >yROPE 

CAE  MAKE  GROWTH  HAPPEN 


BY  Rl'JI  DORNBUSCH 


Progress  in  cutting 
massive 

unemployment  can 
come  from  achieving 
much  lower  interest 
rates  and  ending 
mulish  adherence  to 
the  remnants  of  a 
European  Monetary 
System 
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nemploymenl  in  Europe  has  been  rising 
for  20  years.  There  was  a  brief  inter- 
ruption of  that  pattern  in  1987-90,  but 
that's  history.  Unemployment  is  projected  to 
rise  this  year,  next  year,  and  for  who  knows 
how  long  thereafter.  Mass  unemployment  has 
I  n  i  l  nne  the  overwhelming  problem  of  the 
decade. 

Two  decades  ago,  European  unemployment 
was  a  comfortable  2%  to  3%.  There  was  work 
for  just  about  everybody,  and  the  thought  of 
25  million  people  out  of  work  was  a  story  out 
of  the  1930s,  not  a  peek  into  the  foreseeable 
future.  Today,  unemployment  is  expected  to 
reach  25%  of  the  labor  force  in  Spain.  In 
France,  it  is  in  the  low  teens. 

Explanations  for  high  joblessness  abound. 
One  school  of  thought  sees  a  lack  of  flexibility: 
Europe  has  become  stifled  by  rules  and  regu- 
lations. Shops  can't  open  when  people  want  to 
buy,  bars  can't  open  when  people  want  to 
drink.  Workers  must  rest  when  businesses 
want  to  produce,  and  being  green  is  far  more 
important  than  growth  and  jobs. 
A  PERVASIVE  STATE.  Another  school  incuses  on 

labor  costs:  On  top  of  already  high  wages  are 
piled  a  myriad  of  overheads  that  double  the 
cost  of  labor.  Prominent  among  these  burdens 
are  social  security  contributions  by  employ- 
ers of  up  to  40%  of  earnings  and  all  the  other 
costs  of  an  overly  pervasive,  expensive,  and  in- 
efficient state.  A  third  school  concentrates  on 
unemployment  compensation.  Workers  are  ra- 
tional, and  generous  extended  unemployment 
benefits  make  unemployment  an  attractive 
profession. 

Finally,  there  is  the  Keynesian  school:  Un- 
employment is  rising  because  there  is  no 
growth.  To  create  jobs  on  a  scale  that  avoids 
rising  unemployment,  demand  must  grow 
enough  to  outpace  productivity  growth  and 
growth  of  the  labor  force.  That  hasn't  hap- 
pened. As  is  usual  in  a  heated  debate,  every 
protagonist  holds  a  piece  of  the  puzzle.  But 
some  arc  more  right  than  others. 

European  policymakers  watch  the  U.  S. 
economy  with  envy.  It  may  not  always  seem 
that  way  in  the  U.S.,  but  in  general  most 
people  can  find  jobs,  even  if  they  aren't  great 
jobs.  Unemployment  in  the  U.  S.  is  moderate, 
and  jobs  are  being  created  month  after 
month— 2  million  new  jobs  since  the  trough 
of  recession  in  1991.  Part  of  the  reason  is 
great  flexibility,  both  in  terms  of  employment 
(hire  today,  lay  off  tomorrow,  if  you  must) 
and  in  pay.  Europeans  can't  bring  themselves 
to  endorse  a  low-wage  strategy,  but  they  find 
flexibility  an  attractive  concept. 

France  is  trying  to  move  maximum  working 
hours  from  a  weekly  to  an  annual  ceiling.  Ger- 
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many  is  flirting  with  privatization  of  telec< 
munications,  and  there  are  rumors  that  sh 
may  be  allowed  to  open  on  weekends 
cheers  for  such  flexibility.  But  by  itself,  it  wi 
solve  the  problem  of  mass  unemployment. 

Unemployment  will  come  down  only  wl 
spending  and  output  grow  enough.  Out 
growth  must  exceed  2.5%  to  3%  per  y< 
Every  percentage  point  of  shortfall  in  groi 
translates  into  an  extra  one-half  percent;  || 
point  in  the  unemployment  rate.  The  impl 
tions  are  clear:  The  consensus  forecast 
about  1%  growth  in  Europe  in  1994  me 
another  percentage  point  added  to  the  undfil 
ployment  rate. 

A  lot  is  at  stake  in  Europe.  High  un< 
ployment  fosters  a  political  climate  of  natio  j 
ism  and  nasty  politics.  Internationalism  fac 
and  provincial  protectionism  comes  to  the  f< 
High  unemployment  also  stands  in  the  | 
of  reintegrating  Eastern  Europe.  Without  < 
ly  market  access,  the  East  won't  take  off  t 
nomically.  More  and  more  people  from 
East  will  migrate  to  the  West,  causing  e 
greater  unemployment  and  nastier  polit 
High  European  unemployment  surely  hobl 
world  trade.  When  people  don't  have  j( 
the  blame  soon  falls  on  imports.  Before  lo 
the  world-trade  system  is  seriously  challeng 

How  to  spur  more  growth?  Supply-side 
icies  are  good,  but  they  take  a  decade 
work,  not  a  year.  Real  progress  can  co 
from  achieving  much  lower  interest  rates, 
insisting  less  on  immediate  fiscal  correction 
return  to  lower  interest  rates  is  stymied 
mulish  adherence  to  the  remnants  of  a  Eurc 
an  Monetary  System.  France,  for  exam] 
could  join  Italy  and  Britain  in  severing 
exchange-rate  tie  with  Germany,  cut  inter 
rates,  and  enjoy  growth.  But— shades  of 
1930s— the  status  quo  is  given  priority  o 
plain  common  sense. 

DANGEROUS  THINKING.  Should  countries  whl 
deficits  are  inflated  by  high  unemploym| 
raise  taxes  to  make  unemployment  even  h 
er?  Every  finance  ministry  espouses  the  c 
ma  that  flexibility  of  markets  and  stability 
rules  are  the  only  way  to  remedy  unempl 
ment.  Stimulating  growth  would  set  back 
clock.  That  is  dangerous  thinking  today,  just  2 
it  was  in  the  interwar  period.  Unemploym 
will  only  yield  to  growth:  Tight  money 
premature  fiscal  restraint  are  sure  ways 
choke  growth. 

So  three  cheers  for  making  growth  hapr 
Now  is  the  time  to  shift  to  a  new  ager 
Lower  interest  rates  and  less  insistence 
immediate  fiscal  correction  can  create 
growth  that  is  needed  to  bring  down  urn 
ployment  in  Europe. 
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Any  ordinary  ink  jet  printer  can 
give  you  laser-like  printing  for  less  than 
the  cost  of  a  laser.  But  now  there's 
something  new  in  ink  jets.  Something 
much  better  than  ordinary.  Now  you 
can  have  the  finest  ink  jet  printing 
technology  ever  offered,  with  the 
Epson  Stylus  800.  The  Stylus  800 
prints  360  dots  per  inch,  with  the 
sharpest,  clearest  images  ever 
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Economic  Trends 


BY  MICHAEL  J  MANDEL 


THE  NEXT  ECONOMICS 
NOBELIST:  MODEL  MAKER 
OR  STORYTELLER? 


Few  economists  are  willing  to  specu- 
late in  public  about  who  will  win  the 
Nobel  Memorial  Prize  in  Economic  Sci- 
ence, to  be  announced  on  Oct.  12.  But 
each  year,  Da\id  Romer,  an  economist  at 
the  University  of  California  at  Berke- 
ley, collects  Nobel  predictions  from  100 
faculty  and  graduate  students.  This 
year's  votes  are  not  in  yet,  but  the  top 
choices  in  last  year's  survey  were  Gary 
Becker,  the  1992  winner  and  a  BUSINESS 
WEEK  columnist;  Edmond  Malinvaud  of 
France;  and  Amartya  K.  Sen,  now  at 
Harvard  University. 

The  prize  will  mean  prestige  and 
S850.000  for  the  winner,  whether  it  is 
Malinvaud.  Sen.  or  another  economist 


THE  RACE  FOR 
THE  1993  NOBEL 


■■r-TMi 

WILLIAM  J.  BAUMOL/U.S. 

Microeconomics 

ROBERT  E.  LUCAS/U.S.           Rational  expectations 

EDMOND  MALINVAUD/FRANCE 

Econometrics 

AMARTYA  K.  SEN/BRITAIN 

Social  welfare 

LONG  SHOTS 

ROBERT  AUMANN/ISRAEL 

Game  theory 

CHARLES  KINDLEBERGER/U.S. 

Economic  history 

JANOS  KORNAI/HUNGARY 

Socialist  economics 

ALBERT  0.  HIRSCHMAN/U.S.  Development  economics 

ROBERT  MUNDELL/U  S. 


International  economics 
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(table).  But  more  important,  the  Nobel 
committee's  choice  may  indicate  wheth- 
er economists  will  continue  to  rely  on 
mathematical  models  or  shift  their  focus 
to  economic  history  and  institutions. 

When  the  economics  Nobel  was  start- 
ed in  1969,  the  intention  was  to  empha- 
size that  "economic  science"  had  reached 
the  status  of  physics  and  chemistry. 
Most  of  the  winners  for  the  award's  first 
15  years  were  mathematical  and  statisti- 
cal model  makers  who  were  looking  for 
laws  that  could  reliably  predict  econom- 
ic beha\ior,  just  as  physical  laws  predict 
the  behavior  of  atoms. 

But  in  recent  years,  people  have  be- 
come more  skeptical  of  macroeconomic 
theory  and  econometric  models.  Econo- 
mists continue  to  wrangle  over  such  sim- 
ple questions  as  whether  raising  taxes  to 
cut  budget  deficits  is  a  terrible  mistake 
or  an  absolute  essential. 


Instead,  the  last  two  Nobels  have 
gone  to  Ronald  Coase  and  Becker,  both 
of  the  University  of  Chicago,  for  their 
penetrating  insights  into  institutions 
such  as  the  company  and  the  family.  Ac- 
cording to  Arjo  Klamer  of  George  Wash- 
ington University,  an  expert  in  the  histo- 
ry of  economics,  Coase  and  Becker  are 
examples  of  the  economist  as  storyteller, 
not  as  physicist.  "We  can  think  of  the 
Nobel  more  as  a  literary  prize  than  a 
scientific  prize,"  says  Klamer. 

Will  the  Nobel  committee  lean  toward 
the  model  builders  or  the  storytellers?  A 
Nobel  prize  for  Sen,  mainly  known  for 
his  work  on  social  welfare  and  poverty, 
would  clearly  signal  the  importance  of 
economic  institutions.  Other  institutional 
economists  mentioned  as  potential  win- 
ners include  Albert  Hirschman  of  the 
Institute  for  Advanced  Study  at  Prince- 
ton and  Charles  R  Kindleberger  of  Mas- 
sachusetts Institute  of  Technology. 

But  don't  count  the  model  makers  out 
yet.  Besides  Malinvaud.  most  economists 
expect  Chicago's  Robert  E.  Lucas  to  win 
in  the  near  future.  Lucas  led  the  ration- 
al expectations  movement,  which  uses 
sophisticated  mathematics  to  argue  that 
macroeconomic  policy  is  ineffective  be- 
cause people  anticipate  the  government's 
actions.  Other  possibilities  include  Rob- 
ert Aumann  of  Israel,  who  studied  for- 
mal models  of  bargaining,  and  Robert 
Mundell  of  Columbia  University,  who 
created  the  basic  models  of  internation- 
al economics.  But  no  matter  who  gets 
this  year's  prize,  it  will  mean  less  and 
less  to  everyone  else  if  economists  can't 
help  solve  real  economic  problems. 


QUICK!  NAME 

THE  FIVE  TOP  NATIONS 

OF  THE  FUTURE 


Looking  for  the  future  leading-edge 
economies?  In  a  recent  report.  Union 
Bank  of  Switzerland  economists  came 
up  with  a  new  measure  of  future  eco- 
nomic competitiveness  based  on  such 
key  variables  as  investment  in  physical 
capital,  education,  and  research  and  de- 
velopment. Then  they  applied  their  new 
index  to  a  wide  range  of  developing  and 
developed  countries. 

The  results  were  surprising.  The  top 
five  countries,  according  to  the  lbs 
index,  were  China,  Israel,  Japan.  Korea, 
and  Singapore.  The  U.  S.  checked  in  at 
No.  19,  tied  with  Germany,  while  Mexico 
was  No.  35  of  38.  Korea  was  the  clear 
leader  in  future  competitiveness  because 
it  invested  heavily  in  physical  and 
human  capital  while  maintaining  high 
growth.  Israel  ranks  high  because  of  its 
investment  in  education. 


Calculations  done  by  the  UBS  ecor 
mists  suggest  that  if  current  trends  cc{ 
tinue,  income  per  capita  in  Korea  cot 
catch  up  with  that  of  the  U.  S.  by  abc 
2008,  that  of  Japan  just  a  few  yea 
later.  But  don't  worry:  The  U.  S.  growj 
rate  should  pick  up,  says  the  report, ' 
it  adopts  the  innovations  that  give  t 
other  countries  their  advantage." 


AMERICA'S  NEWEST 
IMMIGRANTS  ARE 
POOLER—BUT  SMART!! 


Anew  report  from  the  Census  3 
reau  shows  more  clearly  than  evf 
the  two-headed  nature  of  the  late 
surge  of  immigration.  According  to  lSi 
Census  data,  new  immigrants  are  m 
poorer  than  previous  newcomers.  f|f 
families  headed  by  a  post-1980  imi$ 
grant,  the  poverty  rate  was  some  23% I 
1990.  By  contrast,  the  poverty  rate  upi 
arrival  for  pre- 1980  immigrants  was  111 
But  new  immigrants  carry  far  m<J 
credentials  than  earlier  ones.  About  2m 
of  post-1980  immigrants  have  a  bacn 
lor's  degree  or  higher,  compared  wi 
19%  of  pre- 1980  immigrants  and  20%  I 
U.  S.-bom  adults.  That  suggests  that  h 
during  immigration,  while  it  might  esi 
the  burden  of  poverty  on  the  econonj 
might  cut  the  U.  S.  off  from  a  key  souijt 
of  human  capital  and  future  growth.  1 


U.S.  BABY  BOOMERS 
ARE  BETTER  OFF 
THAN  THEY  THINK 


B 


between  1946  and  1964— are  haunt 
by  the  notion  that  they  will  fare  i 
worse  in  retirement  than  their  parer 
have.  But  a  new  study  from  the  Ck 
gressional  Budget  Office  (CBO)  sugge,' 
that  the  baby  boomers  are  much  b 
ter  off  financially  than  their  parer 
were  at  the  same  age.  Incomes  ha 
risen,  for  one  thing:  Today,  the  medi 
household  income,  adjusted  for  inflatic 
for  the  age  group  25-34  is  35%  higtf 
than  for  the  comparable  group  30  ye?  I 
ago,  while  the  median  income  for  35- 
44-year-olds  has  increased  by  53 
Household  wealth,  too,  has  gone  up  si 
stantially  for  both  age  groups. 

The  CBO  concludes  that  "baby  boom< 
in  general  will  have  higher  real  reti: 
ment  incomes  than  older  people  toda 
There's  one  catch:  The  CBO  assumes  tl 
real  wages  will  rise  steadily  over  t 
next  30  years— but  judging  by  the  ai 
mic  growth  of  the  past  10  years,  tha 
no  sure  thing. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


1AT  OOMPH  YOU  HEAR 
INTEREST  RATES  KICKING  IN 


s  hard  to  be  optimistic  about  an  economy  that  has 
isappointed  so  many  for  so  long.  Even  two  years 
lto  the  recovery,  growth  in  the  first  half  of  1993 
id  back  into  the  doldrums,  and  layoff  announcements 
mrelenting.  But  if  there's  any  reason  to  be  upbeat 
I  the  next  few  quarters,  it  has  to  be  the  recent 
that  lower  interest  rates  are  finally  working  their 
i  across  a  broad  swath  of  the  U.  S.  economy. 

It  shouldn't  be  too  surprising 
that  much  of  the  good  news  of 
late  is  coming  from  the  econo- 
my's interest-sensitive  sectors, 
including  homebuilding,  autos, 
and  durable-goods  manufactur- 
ing. The  rate  declines  in  recent 
weeks  will  continue  to  lift  de- 
mand well  into  next  year  and 
will  allow  further  reparation  of 
the  balance  sheets  of  business- 
es, consumers,  and  even  the  fed- 
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HONS  OF  DOLLARS 
DAK:  FEDERAL  RESERVE 


Government  (page  30). 

e  big  downshift  in  long-term  rates  is  the  key.  Despite 
federal  Reserve's  massive  cut  in  short-term  rates 
the  past  four  years,  from  10%  to  3%,  stubbornly 
long  rates  largely  thwarted  the  stimulative  power  of 
^ed's  actions  because  most  borrowing  is  long-term. 

a  lot  of  that  liquidity  is  finally  working  its  way 
the  economy. 

e  powerful  bond-market  rally  that  took  the  rate  on 
;ar  Treasury  issues  below  6%  still  seems  to  be  going 
ig.  After  backing  up  a  bit,  to  above  6%  in  mid- 
amber,  the  rate  fell  through  that  mark  once  again  on 
.  27  on  news  that  the  Fed  had  voted  on  Aug.  17  to 
nd  its  policy  bias  toward  tightening.  The  new  neutral 
implies  that  the  Fed  no  longer  is  worried  about  an 
nent  flare-up  in  inflation. 

SH  IS  The  best  sign  that  lower  long  rates  are  fi- 
)WING  nally  having  an  impact:  Bank  lending  is 
picking  up.  After  two  years  of  no  growth, 
ESE  DAYS  loans  at  commercial  banks  have  jumped 
50  billion  since  April  (chart).  Personal  borrowing  and 
estate  loans  account  for  much  of  that  rise, 
isiness  borrowing  remains  down,  but  many  companies 
apping  the  equity  market  for  funds  as  they  continue 
yap  debt  for  equity.  Corporations  raised  $8  billion 
igh  new  stock  issues  in  the  second  quarter,  up  from 
billion  in  the  first  quarter,  which  was  up  substantially 
the  quarter  before  that. 


Lower  rates  also  are  lifting  corporate  cash  flow  and 
profits.  Through  the  second  quarter,  corporate  interest 
costs  already  were  down  by  $16  billion  over  the  past 
three  years,  and  the  decline  will  continue  in  the  second 
half.  Two  years  ago,  interest  soaked  up  nearly  32%  of  cor- 
porate cash  flow.  That's  now  down  to  under  24%— the 
lowest  in  seven  years. 

Moreover,  the  Commerce  Dept.  said  second-quarter 
profits  were  stronger  than  originally  reported.  Commerce 
revised  the  quarter's  growth  in  real  gross  domestic  prod- 
uct up  slightly,  to  1.9%  from  1.8%,  and  it  also  said  the 
quarterly  gain  in  corporate  operating  profits  was  more 
than  twice  as  large  as  first  reported,  up  6%  instead  of 
2.6%.  Operating  earnings  were  up  11.3%  from  a  year  ago. 

I AUTO  Lower  debt,  new  equity  capital,  and  bet- 

DEALERS  ter  cash  flow  are  the  reasons  why  Corpo- 
NEED  rate  America  has  been  able  to  increase  its 

INVENTORY  investment  in  new  equipment  at  such  a 
rapid  pace— fast  enough  to  account  for  one-third  of  the 
economy's  growth  during  the  past  year.  And  that  thrust 
seems  likely  to  continue  right  into  1994. 

New  orders  for  capital  goods,  excluding  military  hard- 
ware, jumped  6.3%  in  August,  to  $32  billion.  Such  book- 
ings have  been  volatile  in  recent  months  because  of  large 
swings  in  new  orders  for  aircraft,  but  the  three-month  av- 
erage remains  in  a  solid  uptrend  (chart). 

Capital  goods  have  been  a 
mainstay  of  manufacturing  out- 
put in  recent  months,  even  as 
demand  elsewhere  provided  little 
support.  But  because  of  lower 
rates,  that  may  be  changing. 
Overall  orders  for  durable  goods 
rose  a  healthy  2%  in  August. 
Again,  aircraft  have  muddied  the 
trend,  but  excluding  the  trans- 
portation sector,  bookings  for 
durable  goods  through  August 
are  well  above  their  level  in  the  second  quarter. 

The  growing  suggestion  of  an  autumn  pickup  in  manu- 
facturing is  echoed  in  a  new  index.  The  Business  Outlook 
Index,  compiled  by  the  American  Production  &  Inventory 
Control  Society  and  Evans  Economics  Inc.,  says  conditions 
in  the  factory  sector  improved  in  September  after  dete- 
riorating in  July  and  August. 

The  APICS  survey,  which  reports  actual  inventory  levels, 
concluded  that  September  stockpiles  had  fallen  below  the 
desired  level.  That  suggests  production  increases  in  the 
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months  ahead  in  order  to  replenish  inventories.  Indeed, 
auto  inventories  heading  into  the  fourth  quarter  are  so 
low  that  auto  makers  this  quarter  plan  the  largest  quar- 
terly production  boost  in  five  years. 


A  ROBUST 

YEAR 

FOR 

REALTORS 


CONSUMERS:  STILL 
BLUE,  BUT  LESS  SO 


Lower  long-term  interest  rates  also  will 
continue  to  buoy  consumer  spending.  In 
particular,  while  households  still  have  es- 
pecially heavy  outstanding  debts,  lower 
rates  are  easing  the  burden. 

Several  measures  of  consumer  financial  stress  show 
greatly  improved  readings.  Consumer  and  business 
bankruptcies— about  90%  are  consumer— dropped  5.5%  in 
the  second  quarter,  says  the  American  Bankruptcy  Insti- 
tute, and  the  abi  expects  1993  to  show  the  first  annual  de- 
cline in  nine  years.  In  the  same  quarter,  consumer-loan 
delinquencies  were  the  fewest  since  1984. 

Lower  rates  also  may  be  help- 
ing to  thaw  consumers'  cold  atti- 
tudes about  the  economy.  The 
Conference  Board  says  its  con- 
sumer-confidence index  edged 
higher  in  September,  to  62.6  from 
59.3  in  August.  That  was  the  third 
consecutive  small  increase,  lifting 
confidence  to  the  highest  level 
since  April  (chart). 

The  split  between  consumers' 
increasingly  upbeat  assessment 
of  present  conditions  and  their  downbeat  view  of  the  fu- 
ture continued  in  September.  The  expectations  compo- 
nent of  the  confidence  index  rose  but  remained  at  a  de- 
pressed level,  while  the  present-situation  index  continued 
to  edge  up,  reaching  the  highest  level  in  2!4  years. 

That  split  partly  explains  the  dichotomy  between  low 
overall  confidence  and  consumers'  recent  buoyant  spend- 
ing patterns.  The  Johnson  Redbook  Report's  latest  sur- 
vey of  retailers  shows  strong  September  sales. 
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SEPT  93 


THE  WEEK  AHEAD 


WHY  THE  DEFICll 
IS  SHRINKING 


Recent  renewed  signs  of  life  in  housing— the  ecc 
my's  most  interest-sensitive  sector— are  bound  to  s 
growth  as  well,  both  directly  through  new  construe! 
and  indirectly  via  purchases  of  home-related  goods, 
though  sales  of  existing  homes  dipped  1.3%  in  August 
a  3.81  million  annual  rate,  sales  had  increased  in  eacl 
the  four  previous  months. 

The  strength  apparently  resumed  in  September.  M< 
gage  applications  for  home  purchases  rose  in  the  w 
ended  Sept.  17  to  a  new  high,  says  the  Mortgage  Bank 
Assn.  The  MBA's  index  of  refinancings  also  hit  a  peak, 
gesting  that  many  households  are  cutting  their  mortg 
debt  and  boosting  their  monthly  cash  flow. 

Even  the  federal  government 
is  benefiting  from  lower  rates. 
Interest  on  the  national  debt, 
some  14%  of  government  outlays, 
has  not  grown  in  more  than  VA 
years,  after  rising  by  some  $60 
billion  during  the  previous  five 
years.  That's  one  factor  holding 
the  deficit  clown  to  about  $260 
billion  in  fiscal  1993,  well  below 
$290  billion  in  1992. 

Other  factors:  Annual  growth 
of  overall  outlays  has  slowed  to  only  1%  in  1993,  partly! 
cause  fewer  than  expected  funds  for  the  bailout  of  th| 
institutions  were  spent,  and  partly  because  the  1990 
get  accord  turned  out  to  have  some  real  teeth  in  it.  A 
the  improving  economy  has  been  generating  revenues 
an  increasingly  rapid  rate  (chart). 

To  be  sure,  the  economy  still  faces  a  burdensome  se 
financial  woes  left  over  from  the  1980s  that  will  ti 
years  to  eliminate.  Until  this  year,  lower  long-term  ra 
were  the  missing  elixir  necessary  to  get  rid  of  the  p. 
Now,  the  U.  S.  will  be  able  to  make  further  progress 
ward  repairing  some  of  its  toughest  structural  proble 
that  have  been  holding  back  its  ability  to  grow. 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
USING  12-MONTH  MOVING  SUMS 
DATA:  TREASURY  DEPT,  BUSINESS  WEE 


CONSTRUCTION  SPENDING  

Monday,  (Jet.  h,  10  a,  in. 
Outlays  for  building  projects  probably 
rose  a  healthy  0.9%  in  August,  forecast 
economists  surveyed  by  MMS  Interna- 
tional, a  unit  of  McGraw-Hill  Inc.  That's 
suggested  by  the  strong  gain  in  housing 
.-.tails  for  the  month.  Construction  had 
fallen  by  0.5%  in  July  because  of  a  3.9% 
drop  in  commercial  construction.  Home- 
building, plus  increased  spending  on  gov- 
ernment projects,  has  lifted  overall  con- 
struction by  6%  from  a  year  ago. 

CAR  SALES  

Tuesday,  Oct.  5 

New  domestically  made  cars  and  light 
trucks  probably  sold  at  a  strong  annual 


rate  of  12.1  million  in  late  September,  as 
buyers  respond  favorably  to  the  new  of- 
ferings at  the  start  of  the  1994  model 
year.  The  end-of-month  pace  would  lift 
vehicle  sales  to  an  11.6  million  clip  for  all 
of  September,  up  from  11.5  million  in 
August. 

INSTALLMENT  CREDIT 


Thursday,  (Jet.  7 

Consumers  probably  added  about  $3.5 
billion  to  their  credit  loads  in  August. 
Thai's  indicated  by  t he  gains  in  person- 
al bank  loans  and  retail  sales.  Credit 
growth  has  increased  rapidly  in  the  past 
few  months,  including  an  increase  of 
$5.1  billion  in  July.  Better  household  fi- 
nances and  stronger  consumer  spending 
are  the  reasons  why. 


EMPLOYMENT 


Friday,  Oct.  8,  8:30  oum. 
Nonfarm  payrolls  probably  increased 
about  175,000  in  September,  say  the 
forecasters.  However,  manufactur 
jobs  likely  continued  to  decline, 
probably  at  a  smaller  rate  than 
42,000  lost  in  August.  Altogether,  fa 
ries  have  shed  almost  li(  10,000  so  far 
year.  Those  losses  are  being  offset 
gains  in  service  employment,  which 
risen  by  1.3  million  since  January.  I 
rolls  shrank  by  39,000  in  August, 
some  economists  believe  that  num 
may  be  revised  to  show  that  jobs  a< 
ally  rose  in  August.  The  unemploym 
rate  in  September  probably  remaii 
unchanged  at  August's  6.7%  rate. 
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L^F.ARS 


Something  quite  wonderful  is  happening.  II  ere  all 
getting  older.  And  living  longer.  Consul,  r  that,  for  the  first 
time  ever,  the  fastest  growing  segment  oj  the  U.S  population 
is  over  ninety  years  old.  Or  that  by  I  he  year  20  20,  one-in-three 
of  us  will  be  over  the  age  oj  fifty. 

Consider  also  that  wmetinu  in  the  not-too-distant  future 
you  i  ouldfind  yourself  being  t  all,;!  upon  to  provide  for  your 
parents, just  ai  they  once  provided  for  you. 

Nou  consider  a  company  universally  looked  to  as  the  leader 
in  disability  insurance  A  company  thai  has  taken  the  next 
logical  step  by  pioneering  n,  w  appi  oat  hes 
in  long  term  1  are  coverage  to  help  protect  a 
lifetime  0/  savings  And  wht  n  yon  stop  and 
think  about  it,  it  could  be  quite  a.  lifetime 
lin  k,  we're  145 years  old  ourselves. 
I  tree's  to  a  long  life. 


I  MM 

We  see  farthe) 


II V  invite  you  in  <  onln 


it  your  broker  fo 


yS  QUITE  POSSIBLE 

HIS  SCENARIO 

ILL  BE  REVERSED. 


THE  BUDGET  I 


OCTOBER  11,  19 


NO  SMOKE, 
NO  MIRRORS 

IT'S  HARDLY  CLINTON'S  DOING,  BUT  FEDERAL  SPENDING  IS  SLOWING 


F 


lor  12  years,  Ronald  Reagan  and 
George  Bush  railed  against  big- 
spending  Democrats,  but  neither 
seemed  able  to  curb  Congress'  profligate 
ways.  Now,  with  a  Democrat  in  the 
White  House,  the  GOP  has  been  predict- 
ing a  new  spending  binge.  Instead,  it 
looks  as  if  the  federal  government  has 
become  downright  tightfisted. 

When  the  final  tabulations  are  in  for 
the  fiscal  year  ended  Sept.  30,  they're 
expected  to  show  that  outlays  rose  a 
mere  1.7''.  the  smallest  increase  in  six 
years  (chart).  More  impressive,  federal 
spending  has  increased  just  12$  over  the 
past  three  fiscal  years,  the  slowest  rate 
for  any  three-year  period  since  the 
1950s.  "There's  no  question  that  we  are 
seeing  a  substantial  slowdown  in  spend- 
ing," says  Congressional  Budget  Office 
analyst  Paul  Van  de  Water.  Adds  Brook- 
ings Institution  economist  Barry  P.  Bos- 
worth:  "When  vou  remove  health  care, 


federal  programs  are  shrinking  back  to 
a  share  of  the  economy  we  haven't  seen 
in  30  years." 

Have  President  Clinton  and  his  Demo- 
cratic colleagues  in  Congress  suddenly 
gotten  budget-cutting  religion?  Not 
quite.  Rather,  they  are  largely  the  bene- 
ficiaries of  trends,  some  years  in  the 
making,  that  may  finally  help  tame  the 
deficit  monster.  The  thrift  cleanup  is 
largely  complete.  Defense  spending  is 
still  sliding.  Low  inflation  is  trimming 
cost-of-living  adjustments  in  Social  Secu- 
rity and  other  indexed  benefits.  Falling 
interest  rates  are  saving  the  Treasury 
billions  of  dollars  in  debt  service.  And 
the  much-maligned  1990  deficit-reduction 
deal  between  President  Bush  and  Con- 
gress is  restraining  growth  in  domestic 
discretionary  spending. 

As  a  result,  the  near-term  budget  pic- 
ture is  surprisingly  bright.  The  CBO  pro- 
jects that  total  spending  will  rise  4.37<  a 


year  through  1998,  just  about  one  p< 
centage  point  faster  than  expected  inf 
tion.  That  would  allow  federal  spendi 
to  fall  from  23fA  of  gross  domestic  pre 
uct  now  to  just  under  22%,  the  low( 
level  since  1979.  Combined  with  tax 
creases  and  normal  growth  in  revenuf 
spending  restraint  should  trim  the  de 
cit  from  a  record  $290  billion  in  1992 
$200  billion  by  1998  (chart). 
rosier  picture.  The  deficit  outlook 
remarkably  improved  from  Clintor 
forecast  in  February,  when  he  unveil 
his  budget  plan.  At  the  time,  the  Pre 
dent  predicted  a  record  $332  billion  de 
cit  for  1993.  Now,  it  looks  like  the  r 
ink  will  come  in  at  about  $260  billic 
Smaller  deficits  should  help  keep  intx 
est  rates  low  and  free  funds  for  prodi 
tivity-enhancing  private  investment. 

Of  course,  not  all  the  trends  a 
cheery — or  necessarily  permaner 
Growth  in  health-care  expenditure 


ANNUAL  PERCENT 
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OUTLAYS 
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FALLING  INTEREST  RATES 

The  Federal  Reserve's  easing  has 


II 


rh  slowing,  remains  at  10%.  If  cur- 
trends  continue,  Medicare  and  Med- 

will  eat  up  22$  of  every  federal 
-  in  1998  vs.  15$  today.  Clinton's 
h-reform  plan  is  designed  to  check 
•ise,  but  even  experts  can't  say  how 
tive  it  will  be.  Medical  costs  are 
ited  to  go  on  rising  considerably 
r  than  overall  spending.  Still,  says 

M.  Rivlin,  deputy  director  of  the 
e  of  Management  &  Budget:  "The 
t  of  the  increases  in  Medicare  and 
caid  may  be  behind  us." 
any  event,  health  costs  are  about 
>nly  item  going  up  very  much.  In 
ast,  both  congressional  and  Admin- 
Jon  budget  mavens  have  consistent- 
iderestimated  spending  and  the  re- 
lg  deficits.  This  time  both  the  CBO 
;he  OMB  say  that  if  anything,  their 
ctions  could  be  too  pessimistic.  A 
ago,  the  CBO  predicted  that  spend- 
br  1993  would  top  $1.5  trillion;  the 
forecast  outlays  at  $1.48  trillion. 

it  looks  like  spending  will  come  in 
st  over  $1.4  trillion, 
ere's  no  reason  the  favorable  bud- 
rends  shouldn't  continue.  Inflation 
ible  at  about  3%,  and  long-term  in- 
t  rates,  down  a  full  percentage 

since  last  spring,  are  expected  to 
low.  That,  in  turn,  is  lowering  the 
of  the  savings  and  loan  association 
up  by  returning  some  thrifts  to  sol- 
/  and  helping  to  firm  up  prices  of 
*eal  estate  assets  the  government 
from  portfolio  of  failed  S&Ls. 
e  government  now  figures  its  total 
or  the  thrift  debacle  will  come  in  at 


around  $150  billion,  down  from  the  $200 
billion  estimated  only  12  to  18  months 
ago.  Bert  Ely,  a  financial  consultant  in 
Alexandria,  Va.,  says  that  with  thrifts 
continuing  to  get  healthier  in  the  current 
economic  climate,  the  federal  govern- 
ment's remaining  costs  for  cleaning  up 
the  crisis  are  no  more  than  $15  billion  to 
$20  billion.  At  the  same  time,  defense 
spending  should  ease  to  $290  billion 
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from  the  1989  peak  of  $304  billion. 

The  Clintonites,  for  their  part,  vow  to 
enforce  spending  caps  on  the  discretion- 
ary programs  that  account  for  nearly 
40%  of  outlays.  First  imposed  under  the 
1990  budget  accord,  the  caps  have  been 
toughened  to  require  a  flat  ceiling  of 
$547  billion  a  year  through  1998.  "Those 
caps  will  hold,"  insists  Assistant  Trea- 
sury Secretary  Alicia  H.  Munnell. 

Such  assertions  mark  a  philosophical 


turnaround  for  Democrats,  who  never 
liked  the  spending  caps  that  Republicans 
were  continually  urging  on  them.  Man- 
datory ceilings  were  attacked  as  bad 
budget  policy  on  the  grounds  that  arbi- 
trary limits  reduced  Congress'  discretion 
to  fund  programs  based  on  public  needs. 
In  fact,  Congress  hates  caps  because 
they  restrain  members  from  distributing 
election-year  pork.  The  new  attitude  of 
budgetary  discipline  also  marks  a  recog- 
nition by  Democrats  that  tax  increases 
alone  won't  cut  it;  spending  also  has  to 
be  brought  under  control. 
new  agenda?  This  newfound  determina- 
tion to  hold  the  line  has  Republicans 
worried  that  the  spending  numbers, 
while  sweet,  come  a  year  too  late.  "Our 
biggest  fear,"  says  G.  William  Hoag- 
land,  Republican  staff  director  of  the 
Senate  Budget  Committee,  "is  that  Clin- 
ton will  try  to  take  credit  this  fall  for 
good  results  that  stem  from  1990,  not 
his  policies." 

The  larger  concern,  though,  should  be 
whether  Clinton  and  Congress  consider 
their  budgetary  diet  a  temporary  fad  or 
a  permanent  lifestyle  change.  "I'm  skep- 
tical," says  Frederick  Khedouri,  a  senior 
OMB  official  in  the  Reagan  White  House. 
"They  have  a  spending  agenda,  and 
when  the  deficit  picture  starts  getting 
better  the  pressure  is  off  the  system  and 
people  say,  'Let's  go  with  this  new  pro- 
gram.' "  If  Clinton  proves  critics  such  as 
Khedouri  wrong,  then  maybe  he  really  is 
the  same  man  who  campaigned  as  a 
"new  kind"  of  Democrat. 

By  Owen  Ullmann  in  Washington 
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THE  ADMINISTRATION  I 


A  DILEMMA 
CALLED  RON  BROWN 


How  long  can  Clinton  afford  to  back  his  embattled  Commerce  chief? 


Sept.  29  should  have 
been  Commerce  Sec- 
retary Ronald  H. 
Brown's  day  in  the  sun.  Af- 
ter spending  months  put- 
ting his  policy  team  togeth- 
er, Brown  finally  rolled  out 
a  high-visibility  policy  to 
promote  U.  S.  exports  (page 
51).  But  instead  of  basking 
in  the  accomplishment,  the 
Commerce  chief  found  him- 
self dogged  by  reports  that 
a  federal  grand  jury  in  Mi- 
ami is  probing  allegations 
that  he  agreed  to  accept 
$700,000  to  help  lift  the 
trade  embargo  against 
Vietnam. 

Brown's  troubles  are  hardly  good 
news  for  President  Clinton.  At  the  ex- 
port-policy announcement,  Clinton  pub- 
licly defended  the  Commerce  Secretary 
in  the  careful  legalese  that  Presidents 
use  to  distance  themselves  from  trouble: 
"I  have  no  reason  not  to  believe  him." 
revised  account.  Top  White  House 
aides  worry  about  the  political  fallout 
from  the  affair.  And  they  are  riled  by 
Brown's  handling  of  the  episode.  Back  in 
August,  a  Brown  spokesman  flatly  de- 
nied reports  that  the  Secretary  had  ever 
met  with  Nguyen  Van  Hao  or  any  other 


BROWN  MAY  HAVE  TO 
FACE  A  GRAND  JURY 


Vietnamese  businessman. 
But  on  Sept.  27,  Brown's  at- 
torney confirmed  three 
meetings:  one  before 
Brown  was  named  to  the 
Commerce  job,  one  while  he 
was  awaiting  confirmation, 
and  a  third  in  February.  "It 
wasn't  the  most  skillful  PR 
on  the  part  of  the  Com- 
merce Dept.,"  says  a  top 
Clinton  aide.  Chief  of  Staff 
Thomas  F.  "Mack" 
McLarty  III  and  Brown 
have  discussed  the  matter 
regularly  in  recent  weeks. 
The  White  House  counsel's 
office  is  monitoring  the 
grand  jury  probe. 
Although  Brown  may  weather  the 
storm  and  ultimately  be  vindicated,  the 
controversy  couldn't  come  at  a  worse 
time  for  Clinton.  Aides  worry  that  it 
could  hurt  the  President  just  when  his 
approval  ratings  are  up  and  his  agenda 
is  taking  off.  Clinton  had  promised  a 
squeaky-clean  government,  free  of  the 
stain  of  Washington  influence  peddlers. 
The  White  House  thought  it  had  escaped 
the  sort  of  scandals  that  tarnished  previ- 
ous Administrations  and  continue  to 
plague  Capitol  Hill.  Republican  lawmak- 
ers already  are  making  hay  of  the 


Brown  investigation  by  calling  for  her- 
ings  and  a  special  prosecutor. 

The  White  House  was  looking  » 
Brown,  formerly  a  high-powered  Wav 
ington  lobbyist,  to  be  a  key  salesman  n 
Capitol  Hill  and  among  business  leadp 
for  two  priority  initiatives:  health  refdTi 
and  the  North  American  Free  Tra 
Agreement.  "At  a  time  when  Clintork 
reaching  out  to  business,  Ron  Browijfc 
his  ambassador,"  says  Washington  In- 
vestment banker  Wayne  Bermania 
Commerce  official  in  the  Bush  Admiis- 
tration.  "He  is  someone  who  will  listef' 
political  pickle.  Although  the  invei- 
gation  is  sure  to  impede  Brown's  efle- 
tiveness,  Clinton  has  little  choice  butfc 
stick  with  his  embattled  aide.  The  Pru- 
dent has  begun  to  patch  up  relati« 
with  black  Americans — ties  that  w* 
badly  damaged  when  he  dropped  his  e> 
nomic  stimulus  program  and  withdrw 
Lani  Guinier's  nomination  for  the  j> 
ministration's  top  civil  rights  job.  Wfi 
Brown,  "you've  got  a  very  popular  :»- 
ure  in  the  black  community  and  ie 
black  business  Establishment,"  says  aa 
Walters,  chairman  of  the  political  i- 
ence  department  at  Howard  Univer*  I 
and  adviser  to  Jesse  Jackson.  "If  fee 
doesn't  stick  by  Ron  Brown,  it  will  ie 
politically  untenable  for  Bill  Clinton.' 

For  now,  Clinton  can  only  hope  tit; 
his  Commerce  Secretary  will  be  exorr- 
ated  quickly.  But  Brown,  a  savvy  Wah- 
ington  operator,  knows  the  rules  of  *- 
engagement  all  too  well.  If  the  prie 
drags  on  and  he  becomes  a  politica*| 
ability,  Clinton  may  be  forced  to  cut  is 
losses  faster  than  you  can  say  "exprt 
promotion." 

By  Susan  B.  Garland,  with  Lee  Walcxy 
and  Richard  S.  Dunham  in  Washington 


HERE  COMES  THE 
UNCLE  SAM-MOBILE 


On  the  campaign  trail,  Bill  Clin- 
ton and  Al  Gore  promised  to 
promote  America  Inc.  Uncle 
Sam,  they  said,  would  help  industry 
nurture  future  technologies.  In  Febru- 
ary, the  White  House  announced  a  $17 
billion  plan  to  support  everything  from 
the  "information  superhighway"  to  ad- 
vanced factory  tools. 

Much  of  that  fell  victim  to  budget- 
cutting.  But  the  White  House  is  start- 
ing to  deliver  on  promises  that  don't 
require  much  money.  On  Sept.  15,  it 
unveiled  plans  to  promote  the  fiberop- 
tic "superhighway."  And  on  Sept.  29, 
Commerce  Secretary  Ronald  H.  Brown 
trumpeted  a  scheme  to  boost  exports. 


The  plan  that  may  best  capture  the 
public  imagination  is  Clinton's  partner- 
ship with  the  Big  Three  to  produce  a 
clean,  fuel-miserly  car.  Also  announced 
on  Sept.  29,  the  program's  10-year  goal 
is  to  as  much  as  triple  the  mileage  of  a 
typical  car  (chart).  That  won't  aid  just 
auto  makers,  says  White  House  sci- 
ence adviser  John  H.  Gibbons:  "If  you 
look  at  air  pollution,  oil  imports,  [car- 
bon dioxide]  emissions,  and  foreign 
competition,  there  is  a  long  list  of  pub- 
lic benefits  that  come 
from  a  breakthrough  in 
automotive  technology." 

Detroit  is  delighted.  "By 
working  together,  govern- 
ment and  industry  offer 
the  best  chance  of  achiev- 
ing the  necessary  break- 
throughs," says  Ford  Mo- 
tor Co.  CEO  Harold  A. 
Poling.  Instead  of  cash, 
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TOWARD  A  LESS 
THIRSTY  CAR 


Clinton  is  offering  research  help  I 
fields  such  as  lightweight  materia? 
and  computer-aided  design.  And  tl| 
White  House  has  agreed  not  to  pui 
hard  for  big  increases  in  mandated  fuj 
economy. 

Free-marketers  are  dubious.  Tl 
idea  that  government  can  succe< 
where  industry  has  not  "is  almost 
yond  belief,"  scoffs  Cato  Institu 
economist  William  A.  Niskanen.  B 
others  are  hopeful.  A  high-mileage  c 
"is  a  good  example 
where  government  and 
dustry  can  do  somethii 
jointly,"  says  former  Ny 
tional  Science  Foundatia 
Director    Erich  Bloc 
With  little  new  money  j§ 
volved,  it's  industrial  pc- 
cy  on  the  cheap. 

By  John  Carey  and  Mat 
Beth  Regan  in  WashingU 


Commentary/by  Lee  Walczak 


CLINTON:  THE  RETURN  OF  THE  COMEBACK  KID 


The  image  stirred  flickers  of  rec- 
ognition for  millions  of  TV  view- 
ers. The  gravelly  voiced  figure 
viih  the  bulbous  nose  held  up  a  credit 
:ard,  and  instantly  Americans  thought: 
'Don't  leave  home  without  it."  Karl 
balden,  perhaps?  No,  the  pitchman 
vas  Bill  Clinton,  hawking  health  re- 
'orm  in  his  Sept.  22  address  to  Con- 
gress. That  item  in  his  hand  was  the 
Administration's  new  "health  security 
:ard,"  Clinton's  way  of  dramatizing  the 
roa!  of  lifetime  medical  care  for  all  at 
t  cost  of . . .  urn,  we'll  bill  you  later. 

Propelled  by  one  of 
lis  finest  speeches, 
Clinton  has  done  more 
han  give  his  cam- 
>aign  for  universal 
lealth  coverage  a  stir- 
■ing  launch.  By  skill- 
'ully  harnessing  pub- 
ic revulsion  for  the 
:urrent  system,  he 
las  made  the  status 
juo  unacceptable — as- 
.uring  that  big 
:hanges  will  be  en- 
icted  next  year.  In- 
leed,  the  Senate  Re- 
mblicans  who  hum- 
med Clinton  during 
;he  budget  wars  are 
iow  scrambling  to 
neld  their  managed- 
:ompetition  plans  with 
lis  program. 

Washington,  city  of 
ong  knives  and  short  memories,  now  is 
;ngaged  in  a  new  round  of  Clinton  re- 
visionism. The  same  politician  who  was 
leclared  terminally  inept  this  spring  is 
>eing  hailed  as  a  master  of  consensus 
milding.  Both  views,  of  course,  are 
lyped.  But  there's  no  denying  that 
Linton  is  in  the  midst  of  another  of  his 
teriodic  up-from-the-ashes  revivals. 
<0  glitterati.  After  languishing  for 
nonths,  Clinton's  approval  rating  has 
lit  50%  in  opinion  polls  (chart).  That's 
till  low  for  a  modern  President,  but  it 
las  given  Clinton  more  clout  on  Capitol 
lill  than  he  has  had  since  February. 

In  his  efforts  to  sell  health  reform, 
"linton  has  rediscovered  the  citizens' 
orums  that  showcase  his  gift  for  em- 
'athy  with  the  downtrodden.  With  tele- 
ised  town  meetings  and  sit-downs  in 
iners,  Clinton  also  has  reestablished  a 
;ut-level  connection  to  working  Ameri- 
ans  that  was  lost  during  his  early 
ays  of  partying  with  the  Hollywood 


glitterati  and  fumbling  such  issues  as 
gays  in  the  military.  Says  GOP  pollster 
William  Mclnturff.  "Clinton  has  con- 
veyed an  emotional  commitment  to  re- 
form that  translated  well  to  people. 
That's  helping  him  win  back  [Reagan] 
Democrats  and  independents." 

In  the  view  of  ebullient  Clintonites, 
the  turnaround  isn't  accidental.  In  fo- 
cus groups,  "when  you  ask  whether 
Clinton  has  a  vision  or  cares  about 
'people  like  me,'  all  the  numbers  are 
up,"  says  top  White  House  strategist 
George  R.  Stephanopoulos.  "That 


MR.  POPULARITY 

Sample  of  800  adults  asked  to 
rate  President  Clinton's  perform- 
ance. Percent  who  say  they: 

□  APPROVE  ■  DISAPPROVE  □  NOT  SURE 
SEPT.  23 

PREVIOUS  (SEPT.  8-9) 

MARGIN  OF  ERROR  ±  3  5  PERCENTAGE  POINTS 
DATA  YANKELOVICH  PARTNERS  INC 


shows  he's  getting  credit  for  at  least 
attacking  festering  problems." 

Clinton  also  has  helped  himself  with 
his  choice  of  issues.  Case  in  point:  His 
conversion  from  navel-gazer  to  vocal 
backer  of  the  North  American  Free 
Trade  Agreement.  Politically,  the  issue 
is  difficult.  The  AFL-CIO  uses  opposition 
to  NAFTA  as  a  litmus  test  for  its  Hill 
supporters.  Worse,  Ross  Perot  is  wag- 
ing an  effective  campaign  to  bury  the 
pact  in  a  storm  of  populist  innuendo. 

Despite  aides'  fears  that  a  trade 
fight  would  divert  energy  from  health 
reform,  Clinton  has  begun  to  make  an 


The  same  politician  who 
was  declared  inept  this 
spring  is  now  hailed  as  a 
master  consensus  builder 


impassioned  case  for  expanded  trade. 
The  decision  seems  economically 
sound.  But  there's  a  political  benefit, 
as  well.  By  allying  himself  with  free- 
trade  Republicans,  Clinton  has  laid  the 
groundwork  for  future  bipartisan  alli- 
ances on  such  key  "New  Democratic" 
issues  as  crime  and  welfare  reform. 
"activist."  A  less  difficult  choice  for 
Clinton  was  his  embrace  of  Vice-Presi- 
dent Al  Gore's  National  Performance 
Review.  Clinton  is  fascinated  by  ideas 
for  "reinventing  government."  Al- 
though the  Gore  effort  began  modest- 
ly, with  the  Presi- 
dent's cheerleading,  it 
grew  into  an  ambi- 
tious project  that 
came  up  with  sensible 
proposals  for  cutting 
red  tape — thereby  re- 
inforcing Clinton's  re- 
formist credentials. 

"When  you  start  to 
put  the  budget, 
nafta,  health-care, 
and  other  reform  ef- 
forts togther,  the 
President  gains  credi- 
bility," says  Thomas 
E.  Mann,  director  of 
government  studies  at 
the  Brookings  Institu- 
tion. "The  public  sees 
an  activist  Presidency 
coping  with  difficult 
problems." 
Of  course,  critics 


can  still  find  plenty  of  bones  to  pick 
with  Clinton's  approach  to  the  issues. 
A  health  plan  that  relies  on  phantom 
savings  risks  sowing  public  cynicism. 
Clinton's  llth-hour  conversion  to 
NAFTA  may  have  come  too  late  to  over- 
come antitreaty  momentum,  exposing 
him  to  a  global  embarrassment  if  the 
pact  goes  down.  And  one  wonders 
what  will  become  of  Gore's  reinvent- 
ing-government  blueprint  now  that  the 
President  is  creating  a  new  bureaucra- 
cy for  health  care. 

Still,  by  sticking  with  his  goal  of  fun- 
damental change,  Clinton  has  emerged 
from  his  trials  scalded  but  stronger.  In 
the  process,  he  has  learned  a  lesson 
that  eluded  George  Bush:  When  it 
comes  to  Presidential  leadership,  try- 
ing and  failing  to  tackle  tough  issues  is 
nowhere  as  bad  as  failing  to  try  at  all. 

Senior  Editor  Walczak  is  BUSINESS 
WEEK'S  Washington  bureau  chief 
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CORPORATE  PROFITS 


A  PROFIT  SURPRISE 
IN  THE  HOMESTRETCH? 


The  economy  feels  sluggish,  but  third-quarter  earnings  could  jump  29% 


■  t  has  been  a  pretty  uninspiring  year 
I  for  the  economy.  Gloomy,  even.  Eco- 

■  nomic  growth  remains  stuck  at  2%. 
Exports  are  weak.  Nonfarm  companies 
have  created  1.2  million  new  jobs,  but 
many  of  the  country's  largest  companies 
continue  to  slash  payrolls.  Polls  of  corpo- 
rate executives  reveal  gathering  gloom 
about  the  future,  and  a  Conference 
Board  survey  shows  that  consumers  are 
less  likely  to  buy  a  car,  home,  or  major 
appliance  now  than  they  were  in  Au- 
gust. Consumer  confidence  remains 
stuck  "at  recessionary  levels,"  declares 
economist  Lacy  H.  Hunt  II  of  HSBC 
Holdings  PLC. 

Now,  the  good  news:  U.  S.  corporate 
operating  profits  should  hit  $474  billion 
in  the  third  quarter,  a  295  jump  over 
1992  (chart).  A  few  carri- 
ers in  the  long-grounded 
airline  industry,  led  by 
American  Airlines  Inc. 
and  United  Airlines  Inc., 
will  probably  climb  into 
the  black  for  the  second 
straight  quarter.  Big 
manufacturers,  such  as 
construction-equipment 
giant  Caterpillar,  General 
Electric,  and  Chrysler, 
are  also  expected  to  per- 
form well. 

That    doesn't  mean 
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there's  a  boom  around  the  corner:  Sim- 
ply put,  the  profit  numbers  aren't  as 
good  as  they  look.  Many  companies  will 
report  higher  income  only  because  their 
1992  results  were  so  anemic.  At  others, 
better  numbers  have  come  largely  from 
cutbacks — not  from  demand  growth.  A 
string  of  warnings  about  disappointing 
earnings  from  the  likes  of  Warner-Lam- 
bert, Anheuser-Busch,  and  Greyhound 
Lines  confirms  the  absence  of  any  big 
turnaround.  "There's  a  lousy  consumer- 
product  market,"  grouses  Executive 
Vice-President  Jerry  E.  Ritter  of  An- 
heuser,  which  announced  on  Sept.  22 
that  it  will  take  a  $565  million  restruc- 
turing charge  against  third-quarter 
earnings. 

That's  why  American  Airlines  Chief 
Financial  Officer  Michael 
J.  Durham  is  jittery.  With 
fare  prices  firmer  and 
costs  dropping,  American 
should  post  net  income  of 
$89  million,  according  to 
industry  analyst  Michael 
W.  Derchin  of  XatWest 
Securities  Corp.  Nonethe- 
less, Durham  laments  the 
tenuous  business  environ- 
ment is  dampening  re- 
sults: "White-collar  work- 
ers are  concerned  about 
their  jobs;  businesses 


are  concerned  about  profitability  I 
That  said,  expectations  are  even  won! 
in  Europe  and  Japan,  and  multinational 
with  too  much  exposure  in  those  regioi  j 
are  faring  poorly.  Third-quarter  profijf 
at  Ford  Motor  Co.,  pegged  at  $21  millic  | 
by  Wertheim  Schroder  &  Co.  auto  an* 
lyst  John  Casesa,  are  being  draggc], 
down  by  results  in  Europe.  Econoirij 
bellwether  3M  Co.  should  post  earnings 
slightly  below  last  year's  $324  milliof' 
says  Prudential  Securities  Inc.  analy)| 
B.  Alex  Henderson,  mainly  because  of* 
6%  negative  currency  translation. 

Indeed,  the  companies  with  the  heala 
iest  gains  tend  to  be  posting  thel 
squarely  in  the  U.  S.  Caterpillar  In* 
with  double-digit  domestic  sales  il 
creases,  could  post  net  income  of  $f? 

million  for  the  quajj 
ter.  up  from  $5  nA 
lion  last  year,  sa* 
Ingalls  &  Synder  at 
alyst  AlexandH 


NOSING  UP: 
SOME  BIG 
AIRLINES 
MAY  BE  IN 


THE  BLACK  Blanton.  Chrysl^ 

Corp.,  which  has  less  overseas  exposui 
than  its  Detroit  rivals,  will  easily  ou 
pace  them  with  net  income  of  $190  m 
lion.  While  that's  down  $90  million  fro 
the  year  prior,  says  Wertheim  analy 
Casesa,  Chrysler  spent  much  of  tl 
quarter  retooling  assembly  lines.  Tl, 
wave  of  refinancings  in  the  U.  S.  also  I 
boosting  some  financial-service  compi 
nies:  Analysts  expect  municipal-bond  jj 
surer  MBIA  Inc.,  for  one,  to  post  net  il 
come  $56.7  million,  up  from  $48.6  millici 
last  year. 

feel  the  bounce.  High  tech?  More  of  i 
mixed  bag.  Dean  Witter  Reynolds  In 
industry  analyst  Eugene  Glazer  predici 
that  Compaq  Computer  Corp.  will  po! 
earnings  of  $88  million,  up  from  $49  mj 
lion  last  year,  on  a  50' <  sales  increase, 
$1.6  billion.  Similarly,  despite  declinirj 
prices,  software  companies  with  h 
products  should  feel  the  bounce  fro 
increased  computer  sales.  Data-ba.i 
software  maker  Oracle  Corp.,  for  i 
stance,  blew  away  analyst  predictions  a 
Sept.  21,  when  it  announced  that  ear 
ings  had  quadrupled,  to  $37.4  million  < 
revenues  of  $398  million — a  30<;<  hike 

But  personal-computer  price  wa 
should  hammer  the  bottom  lines  of  coi 
puter  companies  that  lack  volume.  I 
deed,  prices  in  a  host  of  industries,  i 
eluding  tobacco  and  consumer  product 
are  tumbling.  So  there's  still  plenty 
keep  pessimists  up  at  night.  Says  He 
nischfeger  Industries  Chief  Executi 
Jeffery  T.  Grade:  "There's  nothing  i 
the  horizon  to  make  it  look  like  a  gre 
'94."  Great,  no.  How  about  settling  f 
"not  bad"? 

By  Kevin  Kelly  in  Chicago,  with  Tl 
Smart  in  New  Haven.  Richard  Brandt 
San  Francisco,  and  bureau  reports 


.INGI 


>T  A  GHOST  OF  A  CHANCE 
CHRISTMAS  PAST 


turner  anxiety  augurs  dispiriting  holiday  retail  sales 


k  on't  ask  Jeanette  Guam  how  she 
I  feels  about  Christmas  shopping 
'"this  year.  Guam,  a  37-year-old 
tal  administrator  in  Boise,  Idaho, 
to  love  to  lavish  gifts  on  her  fam- 
ut  Guam's  sister  just  lost  her  job, 
iuam  fears  she  is  facing  a  pay  cut. 
iring  the  holidays  this  year,  she's 
ig  her  purchases  to  just  one  gift 
elative.  "I  would  love  to  splurge," 
Guam,"but  I'm  trying  to  save." 
lsumers  will  hit  the  malls  en  masse 
nonth  or  so  to  begin  their 
ly  shopping.  But  spooked 
e  prospect  of  higher  taxes, 
ised  health-care  costs,  and 
kluster  economy,  they're 
ing  to  avoid  huge  pur- 
s  and  do  without  frivolous 
ing-stuffers.  The  result: 
1  sales  will  rise  just  3.5% 
Christmas,  down  from  a 
increase  last  year,  predicts 

Barnard,  president  of 
ird's  Retailing  Consulting 
p  in  New  York  (chart). 
iomy  tidings,  indeed,  for 
ers  who  depend  on  the 
n  for  some  40%  of  reve- 
A  weak  Christmas  season 
pected  to  limit  operating 
b  at  specialty  stores  to  a 
ain  from  1992,  and  hold 
•tment  store  profits  flat, 
unters  should  fare  better 
a  projected  4%  gain. 
tors.  There  are  some 
ve  signs  for  the  nation's  stores. 
Conference  Board  reported  that  con- 
r  confidence  inched  up  to  62.6  in 
•mber,  from  59.3  in  August.  Person- 
:ome  rose  1.8%  in  July  from  a  year 
and  consumer  spending  jumped 
in  the  same  period.  But  consumer 
rose  8.11%  in  July,  says  Carl  Steidt- 
,  chief  economist  for  Management 
;ons — and  those  maxed-out  credit 

won't  spark  holiday  shopping, 
is  year's  back-to-school  sales,  usual- 
air  indicator  of  what  Christmas  will 
,  show  why  specialty  apparel  stores 
ibly  will  feel  more  of  a  pinch  than 

merchants  and  discounters.  Same- 
sales  fell  at  The  Gap,  The  Limited, 
k.nn  Taylor  Stores  during  August, 
reason  for  the  slowdown:  Consum- 
ave  become  more  budget-conscious 
fashion-conscious,  says  Janet  Man- 
,  a  retail  analyst  at  Burnham  Secu- 

Inc.  The  Gap  may  have  fallen  vic- 


tim to  inexpensive  imitators.  And 
analysts  believe  The  Limited  and  Ann 
Taylor  have  been  hurt  by  a  shift  in  taste 
among  professional  women,  many  with 
young  children,  who  are  redirecting 
clothing  budgets  from  office  wear  to 
clothes  for  around  the  house. 

The  trend  spells  opportunity  for  Sears, 
Roebuck  &  Co.  Arthur  Martinez,  Sears's 
merchandise  chairman,  is  trying  to  posi- 
tion the  beleaguered  store  as  a  chic  and 
cheap  alternative  to  more  expensive  ap- 


Among  the  items  it  expects  to  sell  out: 
cozy  Yarnworks  cardigans  and  pullover 
sweaters,  both  at  $39.99. 

Allen  I.  Questrom,  Federated  Depart- 
ment Stores  Inc.'s  chief  executive,  re- 
mains optimistic.  This  holiday  season, 
Federated  will  agressively  market 
housewares.  The  company's  customers, 
he  says,  are  "nesting"  and  just  as  inter- 
ested in  dressing  their  homes  as  them- 
selves. That's  why  Federated's  chains — 
among  them  Bloomingdales,  Abraham  & 
Straus,  and  Rich's — are  loading  up  on 
such  items  as  Calphalon's  nonstick  cook- 
ware,  wooden  picture  frames,  and  hand- 
stitched  quilts,  as  well  as  luxurious 
$1500  leather  couches.  Other  chains  are 
exploiting  the  at-home  trend,  too.  Home 
Depot  Inc.,  the  $7.1  billion  home-fix-up 
chain,  is  launching  a  campaign  to  push 
power  tools  as  ideal  Christmas  gifts. 

Perhaps  Home  Depot  should  start  sell- 


WILL  THE  GRIN 
STEAL  CHRISTM 


INCREASE 
IN  DECEMBER 

SAME-STORE  SALES 
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parel  chains.  Emboldened  by  the  $40  mil- 
lion women's  apparel  advertising  cam- 
paign that  Sears  launched  in  September, 
Martinez  vows:  "I  believe  we  can  outper- 
form the  industry  during  the  fourth 
quarter.  I  will  better  whatever  the  in- 
dustry produces." 

Even  so,  Sears  admits  to  being  "cau- 
tious and  conservative"  in  its  purchasing 
for  Christmas.  Likewise,  a  J.  C.  Penney 
Co.  spokesman  says  the  retailer  will  car- 
ry only  enough  inventory  to  cover  a  pro- 
jected "midsingle-digit"  sales  gain. 


Specialty  apparel  stores  are 
likely  to  feel  more  of  a  pinch 
than  mass  merchandisers  and 
discounters 


ing  toys,  too.  Analyst  Jill  S.  Krutick  of 
Salomon  Brothers  Inc.  estimates  com- 
bined toy  and  video-game  sales  will  jump 
15%  this  season,  which  could  lead  to 
gains  for  Toys  'R'  Us  Inc.  and  Kmart 
Corp.  Toys  'R'  Us  will  have  the  added 
benefit  of  decreased  competition:  Child 
World  Inc.  and  Lionel  Corp.'s  Kiddie 
City  have  gone  out  of  business. 

But  the  real  Christmas  bright  spot  is 
home  shopping.  QVC  Network  Inc.,  cur- 
rently embroiled  in  its  bid  to  acquire 
Paramount  Communications  Inc.  (page 
36),  should  post  a  sharp  21%>  earnings 
gain  for  the  Christmas  quarter,  analysts 
say.  Just  more  evidence  that  the  con- 
sumers who  want  to  spend  money  are 
the  same  people  who  increasingly  want 
to  stay  at  home.  Ann  Taylor,  take  note. 

By  Sunita  Wadekar  Bhargava  in  New 
York,  with  Kevin  Kelly  in  Chicago, 
Stephanie  Anderson  Forest  in  Dallas,  and 
bureau  reports 
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TAKEOVERS  I 


SUMNER  REDSTONE  GETS  A  LITTLE 
HELP  FROM  HIS  FRIENDS 


To  make  his  Paramount  bid  fly,  he's  lining  up  deep-pocketed  partners 


Sumner  M.  Redstone  may  yet  win 
Paramount  Communications  Inc. 
But  the  veteran  dealmaker  has 
learned  a  hard  lesson  in  his  first  take- 
over battle  of  the  1990s:  To  stay  in  this 
dance,  you  gotta  have  a  partner. 

On  Sept.  29,  Redstone  announced  that 
Blockbuster  Entertainment  Corp.  will  in- 
vest $600  million  in  Viacom  Inc.,  the  ca- 
ble and  entertainment  company  of  which 
he  is  chairman  and  76'  -'  own- 
er. Media  watchers  figure 
he  will  use  the  cash  to 
sweeten  his  $7.6  billion  offer 
for  Paramount.  Indeed, 
Blockbuster  Chairman  H. 
Wayne  Huizenga  has  an  op- 
tion to  reduce  his  invest- 
ment to  $300  million  if  the 
Paramount  deal  founders. 
saved  by  bell?  Viacom  has 
felt  pressure  to  come  up 
with  a  higher  bid  since  Sept. 
20,  when  QVC  Network  Inc.'s 
Barry  Diller  raised  the  ante 
to  $9.5  billion.  Paramount  di- 
rectors will  consider  Diller's 
fold  after  he  supplies  proof 
of  financing,  which  his  bank- 
ers say  he  is  lining  up  with 
no  trouble.  From  the  start, 
he  has  had  two  well- 
heeled  backers:  ca- 
ble-TV titan  John  C. 
Malone  and  Comcast 
Corp.  President  Bri- 
an L.  Roberts. 

In  the  face  of 
Diller's  aggressive 
bid,  Redstone  has 
been  rounding  up  fi- 
nancial help  from 
Blockbuster  and  oth- 
ers (table).  Execu- 
tives familiar  with  the  talks  say  Red- 
stone is  close  to  lining  up  a  second 
investment — this  one  with  Southwestern 
Bell  Corp.  Like  Blockbuster,  the  Baby 
Bell  may  kick  in  upwards  of  $600  million 
for  convertible  preferred  shares  in  Via- 
com, which  would  carry  over  to  Para- 
mount Viacom.  Sources  say  Redstone 
also  has  discussed  equity  stakes  with 
Nynex  Corp.  and  Ameritech  Corp., 
which  wouldn't  comment  on  the  reports. 
And  cable  operator  Cox  Enterprises  Inc. 
has  met  with  Redstone  as  well,  say  exec- 
utives familiar  with  the  talks. 


Redstone  won't  disclose  names.  But 
he  confirms  Viacom  is  scouting  several 
other  deals:  "Should  we  decide  on  anoth- 
er strategic  alliance,"  he  says,  "the  prob- 
lem will  be  cutting  down  the  amount  of 
money  they  want  to  invest." 

Such  confidence,  though,  can't  dis- 
guise a  startling  change  in  Redstone's 
strategy:  After  a  career  of  financing 
deals  with  his  own  pocketbook,  including 


has  risen  steadily,  boosting  Diller's  ol;r 
from  $9.5  billion  to.  $9.8  billion. 

Linking  up  with  partners  has  |- 
wards— and  big  risks— for  Redstone.  >r 
one  hand,  he  can  claim  the  merger  f 
fers  three  vital  distribution  channels  jr 
Paramount  programs  such  as  Star  Tik 
Viacom's  cable  networks,  Blockbust;^ 
home-video  stores,  and  the  movie  le- 
aters  owned  by  Redstone's  private  c«i- 
pany,  National  Amusements  Inc.  Wit 
Southwestern  Bell  deal,  he  could  clah!  i. 
fourth:  telephone  lines. 
upstaged.  Huizenga  also  adds  a  dyn:i: 
ic  presence  to  Redstone's  managemn 
team,  which  has  been  upstaged  by  ,ie 
magnetic  Diller.  Although  he  will  t>t 
control  any  of  Viacom's  voting  sha$. 
Huizenga  will  have  a  seat  on  the  boiifi 
And  he  clearly  wants  a  role  in  n 


REDSTONE'S  REINFORCEMENTS 


BLOCKBUSTER  ENTERTAINMENT 


1992  OPERATING  CASH  FLOW  $407  MILLION  I 

TOTAL  DEBT  $291  MILLION*: 

VIACOM  INVESTMENT  $600  MILLION  I 

World's  largest  home  video  retailer  with  3,258  stores 
Also  operates  252  retail  music  stores.  And  will  soon  f 
own  70.5%  of  Spelling  Entertainment  Group,  which 
recently  acquired  Republic  Pictures  Inc. 


SOUTHWESTERN  BELL 


1992  OPERATING  CASH  FLOW  $3.61  BILLION  j 

TOTAL  DEBT.  $5.54  BILLION  j 

VIACOM  INVESTMENT. .  .UNDER  NEGOTIATION  \ 

Has  9,9  million  phone  customers  in  five  Southwestern 
states.  Recently  acquired  cable  system  outside  Wash- 
ington, D.C.  Viacom  is  also  negotiating  with  other 
Baby  Bells,  as  well  as  cable  operator  Cox  Enterprises 


'  INCLUDES  SI  18  MILLION  OF  SUBORDINATE  CONVERTIBLE  DEBT 


DATA  COMPANY  REPO. 


the  1987  takeover  of  Viacom,  the 
70-year-old  tycoon  is  turning  to 
others  to  salvage  the  Paramount 
deal.  Says  one  executive  close  to 
Viacom:  "In  order  to  make  anoth- 
er bid  without  his  stock  going 
down,  he  needed  a  partner." 
Indeed,  skeptical  investors  have  been 
the  Achilles'  heel  in  Redstone's  effort  to 
snare  Paramount.  Because  about  86%  of 
his  offer  comes  in  the  form  of  Viacom 
shares,  its  value  to  Paramount  share- 
holders has  fallen  from  $8.2  billion  to 
$7.6  billion  as  the  stock  has  eroded.  The 
stock  continued  to  swoon  on  the  Sept.  29 
news  of  Blockbuster's  investment: 
Shareholders  saw  the  deal  as  falling  far 
short  of  the  nearly  $2.2  billion  needed  to 
close  the  gap  with  Diller,  and  drove 
down  Viacom  stock  an  additional  IV2 
points,  to  59 V2.  By  contrast,  QVC's  stock 


merged  company:  "If  the  Paramor. 
transaction  is  done,  then  it's  reall  ; 
great  deal  for  Blockbuster,"  he  saysl; 

Still,  Huizenga  is  a  potent  additioiito 
an  already  combustible  brew.  Insior: 
say  Redstone  and  Paramount  CEO  Jir 
tin  S.  Davis  have  locked  horns  on  homi 
sell  the  merger.  And  Huizenga  ibv 
have  his  own  agenda:  Sources  clos<it< 
QVC  say  he  offered  to  be  part  of  Dillr'.c 
bid.  But  Diller  declined  because  M 
zenga  wanted  exclusive  home-vi|8c 
rights  to  Paramount  movies.  Huizegi- 
flatly  denies  this,  and  says  his  agM 
ment  with  Viacom  has  no  such  proviso 
With  hard-chargers  like  this  at  his  dt 
Redstone's  solo  act  is  turning  intj  a 
complicated  ensemble. 

By  Mark  handler  in  New  York,  W< 
Ronald  Grover  in  Los  Angeles  and  p 
DeGeorge  in  Miami 
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many  of  america's  best-known 
mutual  fund  companies 
Have  ComeTo  Schwab. 


Invesco 

Janus 

Dreyfus 

Founders 

Strong 

Montgomery 

IAI 

Baron 

Cohen  & 
Steers 

Oakmark 

United 
Services 

Kaufmann* 


Twentieth 
Century 

Neuberger  & 
Berman 

SteinRoe 

Benham 

Cappiello- 
Rushmore 

Lexington 

Rushmore 

Yacktman 

Evergreen 

Skyline 

Berger* 


For  No  loads  And  no  transaction  Fees, 
Maybe  you  Should,  too. 


Now  you  can  meet  any  investment  goal, 
from  aggressive  growth  to  capital  preservation, 
all  in  one  place:  The  Charles  Schwab  Mutual 
Fund  OneSource™  service.  OneSource  offers  200 
well-known  mutual  funds  from  leading  fund 
companies  with  proven  track  records  What's 
more,  you'll  pay  no  loads  or  transaction  fees  to 
invest  in  these  funds. 

And,  to  help  you  select  and  track  your 
investments,  Schwab's  Mutual  Funds  Performance 


Guide"  is  yours  free  when  you  open  an  account 
The  Guide  gives  you  the  information  you  need  to 
compare  funds  and  make  investment  decisions, 
without  the  guesswork. 

To  find  out  more  about  Schwab's  Mutual 
Fund  OneSource,wstop  by  one  of  our  190  local 
offices  or  call  us  today  at  1-800-2  NO-LOAD, 
ext.  38. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

'These  funds  charge  12b-l  fee;  m  excess  of  0  25%  Available  funds  may  change  Fees  may  be  reinstated  and  other  restrictions  may  apply  Schwab  reserves  the  right  t'Htianee  the  funds  available  with  no  transaction  lees  (NTF  )  and  reinstate  the  fees 
on  any  funds  Shares  purchased  without  such  fees  may  always  be  sold  without  transaction  fees  However,  if  you  paid  a  fee  to  purchase  a  fund  you  will  be  charged  Schwabs  normal  transaction  lee  to  sell  it  as  well  If  you  make  5  or  more  short-term 
redemptionsof  NTF  fund- ir  a  1 2  -nonth  period  youwillncchargedfeesonynurfuturemutualfundtrides  A  short-term  redemption  refers  to  the  sale  oimutual  hind  shares  held  for  6  months  or  less  Cbarltsxhwab&Co  Iik.  ©l9*)3MemnerSIPC/NYSE 
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P  inallv  a  computer  that  let-  vou  get  the  mo-t 
out  nt  \\  inflow-  without  working  so  hard  at  it. 
The  new  IBM  PS/1'  with  Rapid  Re-ume.'" 

\\  indi  iw-  let-  vou  work  with  -ewral  appli- 
cations at  a  time.  Like  word  processing  and 
spreadsheet.-.  Problem  is. 
when  vou  shut  down  vou 
have  to  save  each  window. 
And  then  \ou  r]o-e  them. 
Start  again,  and  vou  have 
to  open  eaeh.  one  at  a  time. 

Rapid  Re-ume  keep- 
your  desktop  open  after 
you  >hut  it  down,  .^tart  up 


PS/1 

Power  Made  Easy 

ip  to 
486DX2  66  MHz 
682MB  (with 
Double  Space  installed i 
420MB  HD 
8MB  RAM 
Rapid  Resume 
PS/1  Smart  Energy 
'intern  " 


in 


and  go  right  to  where  you  left 
off.  Most  models  are  upgradable  to  Pentium" 
technology**  and  qualifv  tor  the  KP-\  P.nergy 
Star.  Readv  to  run  with  pre-installed  software 
valued  at  8600.  Exclusive  IBM  feature-  like 
Rapid  Resume  make  it  ea-y  to  get  more  out  of 
\  our  PS/1  than  most  any  other  computer.  Start 
now  by  calling  1  800  IBM-  ======  = 


for  a  retailer  near  vou. 


•Sacc  Fsesj-e  s  Sanaa's  y.  mosi  mosfefe  juynesetti  on  vrv  moiSslts  "TPennumn 
j&ysos  may  -wuite  addrtona  spiers.  IBM  PS'"  fi*po  Resjm&  arc  Smar 
En*py  SjBerri  are  rsgsssrec  raos^a"*  v  a  t-asema''  d1  histnsKiona  Bjsitibbs 
Uteres  ZerKraucr  W  prer  srpojss  and  company  names  a-*  uatenaatos 
a-C'-j-  'sasss-ed  trada_a'>5  ^  ~ieir  •eKj*"ve  noise's  <S        8V  Co-:. 


Introducing 
the  new 
IBM  PS/1 

with 
tapid  Resume. 

For  people 

who  like 

to  sleep  with 

heirWindows" 
open. 


COMPUTERS  I 


THE  GAMES  PEOPLE  PLAY 
IN  THE  OFFICE 


As  computer  amusements  eat  into  productivity,  companies  crack  down 


Wes  Cherry  was  just  an  intern 
at  Microsoft  Corp.  in  1989 
when  he  wrote  a  little  soft- 
ware program  replicating  the  solitaire 
card  game.  He  had  no  idea  what  a  fuss 
it  would  cause.  Designed  as  a  diversion 
to  make  people  more  comfortable  using 
Microsoft's  Windows  software,  Solitaire 
has  been  packaged  with  nearly  every 
one  of  the  50  million  copies  of  Windows 
sold  since  1990.  The  results  have  been 
impressive,  in  a  way.  "People  waste 
hours  and  hours  on  it,"  says  Cherry, 
now  a  full-time  Microsoft  programmer 
who  hasn't  made  a  dime  from  his  cre- 
ation. "I  like  to  think  that  I'm  partly 
responsible  for  the  recession." 

There  are  no  hard-and-fast 
numbers  estimating  how 
much  computer  games  cost 
U.  S.  companies  in  lost  pro- 
ductivity. But  some  of  the 
country's  biggest  employers 
are  worried  enough  about 
electronic  gold-bricking  to 
take  action:  Boeing,  Electron- 
ic Data  Systems,  and  the  De- 
fense Dept.,  among  others, 
have  decreed  formal  "no 
games"  policies;  some  have 
even  gone  so  far  as  to  remove 
Solitaire  and  all  other  games 
from  corporate  PCs. 
stress  relief.  Most  compa- 
nies have  no  specific  policies 
against  games,  but  it's  clear 
that  many  office  workers  are 
using  their  PCs  for  much 
more  than  drafting  memos  or 
massaging  spreadsheets.  In  a 
recent  survey  conducted  by 
Information  Week,  a  trade 
magazine,  90%  of  200  respon- 
dents to  a  questionnaire  said 
they  have  access  to  computer 
games  in  the  workplace. 
While  28%  said  they  almost 
never  play  games  at  work, 
42%  said  they  play  several 
times  a  week  (charts). 

At  Garber  Travel  Service 
Inc.,  the  problem  got  out  of 
hand.  Before  this  year,  the 
500  administrative  employees 
at  the  nationwide  travel  agen- 
cy, based  in  Boston,  simply 
were  trusted  not  to  play  dur- 
ing office  hours.  But  when 
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Rock  Blanco,  director  of  information  ser- 
vices, discovered  several  of  them  wast- 
ing away  the  day,  he  cracked  down. 
"The  PC  is  for  productivity,"  says  Blan- 
co. "If  you  let  people  play  games  on 
them,  you  may  as  well  let  them  insert  a 
TV-reception  board  so  they  can  watch 
The  Beverly  Hillbillies."  Garber  has  re- 
moved all  games — including  Solitaire — 
from  its  500  PCs. 

Some  employers  actually  promote 
games  in  the  office  to  reduce  stress  and 
increase  productivity.  O.  K.,  so  Citicorp, 
DuPont  Co.,  and  their  ilk  aren't  among 
them.  But  Pollstar  magazine,  a  music- 
trade  publication  in  Fresno,  Calif.,  is.  "I 
think  it's  a  great  stress  reliever,"  says 


cherry  designed 
microsoft's  solitaire 


'I  SWEAR, 
ONLY  ON  MY 
LUNCH  BREAK...' 

A  fax  survey  of  200 
information  system 
managers  yielded 
these  results: 


HOW  OFTEN  ARE  COMPUTER  GAMES 
PLAYED  AT  YOUR  OFFICE? 


DO  YOU  HAVE  ACCESS 
TO  COMPUTER  GAMES? 


NO  10% 


DO  COMPUTER  GAMES 
HURT  PRODUCTIVITY? 

DATA  IMOKMIOH  WllK 


Pollstar' 's  Ivan  W.  Luk,  a  systems 
ministrator.  Paul  Dawson,  a  progr 
mer  at  Professional  Computer  Syst 
in  Littleton,  Colo.,  agrees.  He  admit 
switching  on  the  games  between 
jects.  His  favorite:  Wolfenstein  3D; 
action  game  set  during  World  War 
"If  you're  mad  at  someone,  you  car 
shoot  a  few  German  guards,"  he  sa 
Office  workers,  such  as  Dawson, 
resent  an  enormous  untapped  ma 
for  game  makers.  Microsoft  now  i 
Entertainment  Packs — which  incl 
such  favorite  arcade  games  as  As 
oids,  Space  Invaders,  and  Centipede- 
add-on  modules  to  its  Windows  i 
ware.  Although  intended  for  home 
enthusiasts,  Entertainment  Packs  I 
been  a  big  hit  with  office  workers 
cause  the  familiar  video  games  of 
past  are  simple  to  play. 
the  boss  key.  Some  of  the  hottest- 
ing  titles  from  computer-game  make 
erra  Online  Inc.  are  being  package* 
the  Take  A  Break!  series,  which  e 
squarely  at  the  9-to-5  crowd.  Its  re< 
Take  A  Break!  Pinball  runs  on  a  PC  1 
Windows  software  and  n 
ics  pinball  machines  of  y 
The  Coarsegold  (Calif.)  c 
pany  says  it's  marketing 
software  as  something  tc 
while  talking  on  the  phon 
waiting  for  the  next  projec 
work.  Its  instruction  boo 
tells  workers  that  playing 
game  will  "keep  your  pro 
tivity  and  sanity  in  check. 

Take  A  Break!  Pinball 
another  useful  feature 
touch  of  two  keys  on  the 
board  quickly  switches 
player  back  to  the  Wind 
screen  without  ending 
game.  This  feature,  called 
"boss  key,"  was  popular 
by  Spectrum  Holobyte  1 
which  distributes  the  ac 
tive  Tetris.  Tetris  plaj 
know  that  pressing  one 
will  transform  their  fun  in 
mock  spreadsheet. 

Game-playing  at  work  i 
soon  become  a  team  actr 
Spectrum  Holobyte's  Fa 
3.0  can  run  on  a  No 
NetWare  network  so  thai 
to  six  players  can  comi: 
against  one  another,  i 
market  leader  Electronic  i 
Inc.  is  considering  deve 
ment  of  a  similar  setup  fo 
flight-simulator  game.  \j 
so  much  fun  happening  on 
network,  who  needs  to  hj 
around  the  water  cooler? 

By  Paul  M.  Eng  and  Eve 
Schwartz  in  New  York 


GRAND  AM  SPORT  SEDAN 

IT  ALSO  SPORTS  A  HIGH  IQ. 

■  Nothing  could  be  smarter  than  the  safety  of  its  standard  airbag  and  anti-lock  braking 
system.  ■  Or  the  comfort  of  its  spacious  interior.  ■  Or  more  exciting  than  the  kick  of  its  new, 
available  V6.  ■  Precisely  matched  to  an  agile  sport  suspension.  ■  All  for  a  price  thousands 
less  than  Accord  or  Camry"  ■  And  all  Packed  by  Pontiac  Cares'  3-year/36,000-mile  no- 
deductible  bumper-to-bumper  warranty,1"  free  24-hour  Roadside  Assistance  and  Courtesy 
Transportation.  ■  So  visit  your  Pontiac  dealer  for  a  test  drive  or  call  1-800-762-4900  for  more 
information.  ■  And  discover  why  Grand  Am "  is  more  than  the  fun  choice,  it's  the  smart  one,  too. 

PONTIAC 

WE  ARE  DRIVING  EXCITEMENT 

"Price  comparison  based  on  1993  MSRP  of  Honda  Accord  EX  Sedan  and  Toyota  Camry  LE  V6.  Level  of  eauipment 


Introducing  A  New  Way  To 
Buy  Mutual  Funds  From  America's 
Leading  Fund  Companies 

Invest  In  No-load  Funds  without  Transaction  Fees 
Through  Fidelity's  FundsNetwork® 


Now  these  leading  fund  companies 
allow  you  to  invest  in  a  special 
selection  of  no-load  funds  without 
transaction  fees  with  just  one  call 
to  Fidelity's  FundsNetwork  . 
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Invest  In  Your  Favorite  Funds 
Through  One  Easy  Source 

Today's  mutual  fund  investor  knows  that  diversifying  can  mean 
owning  funds  from  several  different  companies.  But  that  can 
mean  too  many  statements  and  phone  calls  to  manage  your 
money  as  effectively  as  you'd  like.  That's  why  Fidelity'  joined 
together  with  many  of  the  nation's  best-known  fund  companies 
to  offer  you  a  better  idea:  it's  called  FundsNetwork.  Now 
through  FundsNetwork,  Fidelity  allows  you  to  invest  in  a  wide 
array  of  mutual  funds  all  available  in  one  place,  with  no  com- 
missions, no  loads  and  no  transaction  fees. 

Just  One  Call,  One  Statement 

You  don't  need  to  transfer  or  make  any 
changes  to  your  current  investments  to  take 
advantage  of  FundsNetwork.  You  simply  call 
Fidelity,  and  each  investment  you  make 
through  FundsNetwork  is  consolidued  on 
one  easy-to-manage  statement.  Best  of  all, 
it  also  means  having  Fidelity  service  avail- 
able to  you  24  hours  every  dry.  , 

Call  todiy  for  your  free  FundsNetwork 
fact  kit. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity  gi^-li  Investments 

Discount  Brokerage 

4b 

For  more  c  mplete  information,  including  management  fee;*  and  expenses,  call  for  free  prospectuses.  Read  them  carefully  before  you  invest  or  send  money  fidelity  reserves 
the  right  to  hange  'he  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more 

short-term  rtdempl  s  (sales  of  shares  held  less  than  90  days)  on  no-transaction  fee  funds  in  a  six  month  period.  If  you  purchase  a  no-load  hind  and  pay  a  transaction  fee. 

you  will  be  o  iligated  to  pay  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  funds),  yields  and  returns  will  vary  Fidelity  Brokerage  Services.  Inc.  ("FBSI ") 
161  Devonshin  Street.  Boston.  MA  021 10.  Member  NYSE,  S1PC. 


)  BY  KEITH  H.  HAMMONDS 


I0W  SMOKERS 
WILL  PAY 

excise-tax  increase  on  cig- 
es,  proposed  by  President 
on  to  help  finance  health- 
reform,  would  reduce  cig- 
e  consumption  by  an  esti- 
;d20%and  bring  in  $104 
m  in  new  tax  revenue  over 
/ears.  The  effect  would  vary 
state  to  state,  depending 
>cal  pricing  and  consump- 
Here  is  the  additional 
ja!  tax  burden  on  a  smoker 
the  proposed  tax: 


HIGHEST 

^SKA 

$837 

OMING 

609 

AS 

584 

UTH  DAKOTA 

574 

ERAGE 

$459 

LOWEST 

^NESOTA 

400 

LAHOMA 

382 

JNESSEE 

379 

ZONA 

368 

DATA:  TAX  FOUNDATION 

lYUPfOR 
PENSION  FUND 


g  Clinton  Administration 
awing  a  bead  on  compa- 
-mainly  airlines  and  auto 
steel  makers — that 
n't  kept  up  with  their 
:on  plan  contributions.  A 
rernent  security"  reform 
age  due  to  be  unveiled  on 
30  will  require  $10  bil- 
in  extra  funding  from 
j  companies  over  the  next 
years,  plus  $1.8  billion  in 
5r  premiums  for  the  gov- 
lent's  pension  insurance 
.  The  goal:  to  wipe  out  an 
lated  $45  billion  shortfall 
309. 


LIE  FAY'S  CEO 
L  STAY  ON 


in  Pomerantz,  CEO  of  ap- 
1  maker  Leslie  Fay,  will 
his  job.  This  even  after 
audit    committee  an- 


nounced on  Sept.  29  that  be- 
cause of  "accounting  irregu- 
larities," the  company  will 
restate  three  years  of  profits 
as  an  $81  million  pretax  loss. 
Leslie  Fay's  CFO  left  in 
March,  and  President  Michael 
Babcock  will  take  over  most 
of  Pomerantz'  operating  du- 
ties. Still,  some  on  Seventh 
Avenue  think  that  Pomerantz, 
whose  father  founded  Leslie 
Fay,  should  find  a  graceful 
way  to  step  aside.  Says  New 
York  retail  consultant  Alan 
Millstein:  "For  the  board  to 
maintain  Pomerantz'  presence 
is  an  embarrassment." 


SOFTWARE  SALVATION 
FOR  APPLE? 


►  Apple  Computer  will  unveil 
new  operating-system  soft- 
ware on  Oct.  4.  Called  System 
7  Pro,  the  new  product  makes 
it  easier  for  Macintosh  users 
to  customize  software  and 
manipulate  video,  sound,  and 
animation  while  improving 
their  ability  to  share  docu- 
ments over  a  network. 

It  also  may  help  Apple  lift 
its  sagging  profits.  The  com- 
puter maker  has  slashed  Mac 
prices  26%  since  June,  putting 
the  squeeze  on  profits.  That 
makes  software  sales,  which 
have  fat  profit  margins,  criti- 
cal. Apple  estimates  "many 
millions"  of  Mac  users  will 
buy  System  7  Pro  but  de- 
clined to  say  what  it  will 
mean  for  the  bottom  line. 


THE  PERILS  OF  PAUL 


On  Sept.  28,  the  New  York  law 
firm  of  Paul,  Weiss,  Rifkind, 
Wharton  &  Garrison  agreed  to 
pay  $45  million  to  settle  charges 
that  its  work  for  David  Paul, 
former  chairman  of  CenTrust 
Savings  Bank,  led  to  one  of  the 
costliest  savings  and  loan  fail- 
ures in  history.  Next,  it's  Paul's 
turn:  On  Oct.  4,  the  government 
will  begin  the  first  of  two  crimi- 
nal trials  against  him. 

Prosecutors  plan  to  keep  their 
case  simple,  relying  on  Paul's  al- 
leged greed,  not  CenTrust's  byzantine  financial  deals,  to  land  a 
conviction.  Their  case  likely  will  be  centered  on  $3.2  million  in 
bank  funds  Paul  paid  to  interior  decorators,  electricians,  and 
plumbers  who  worked  on  his  two  residences  and  95-foot  yacht. 
In  his  defense,  Paul  likely  will  argue  that  CenTrust's  failure 
was  the  fault  of  overzealous  regulators,  a  contradictory  Con- 
gress, and  the  1989  financial  reform  law. 

Paul's  second  trial  is  scheduled  for  1994.  Then,  prosecutors 
will  outline  complex  junk-bond  deals  carried  out  by  CenTrust. 
They  won't  try  to  prove  that  the  deals  were  illegal.  Rather, 
they  hope  to  show  that  Paul  and  two  other  defendants  altered 
records  and  lied  about  transactions.  Neither  of  Paul's  trials 
will  answer  two  big  questions:  Why  did  Centrust  fail?  And 
how  come  taxpayers  got  stuck  with  the  $1.7  billion  tab? 


P&G  GETS  DEEPER 
INTO  DRUGS 


►  The  pharmaceutical  indus- 
try faces  troubled  times,  but 
that's  not  stopping  Procter  & 
Gamble.  The  consumer-prod- 
ucts giant,  already  a  major 
force  in  over-the-counter 
drugs,  long  has  been  interest- 
ed in  building  its  prescription 


rcEXOISE  ME,SIR,.,UE  SftV&  HE'S  A  L0BPyi6T  FROM  A  SPECIAL  INTEREST  <SROUP 
OPTOfctD  TO  RJWIN6  YOUR  UEMTHCAM.  PA^kASE  WU  SIN  TWES-. » 


drug  business.  On  Sept.  28,  it 
agreed  to  buy  an  Italian  sub- 
sidiary of  SmithKline  Bee- 
cham,  adding  five  drugs  with 
sales  of  $40  million  and  125 
sales  reps.  Is  a  bigger  acquisi- 
tion in  the  works?  Chairman 
Edwin  Artzt  sidestepped  that 
question  in  July. 


THIS  PRICE  HIKE  HERTZ 
CORPORATE  RENTERS 


►  The  second  big  rental-car 
price  hike  in  as  many  years 
may  soon  start  driving  corpo- 
rate renters  elsewhere.  Hertz 
announced  on  Sept.  28  that  it 
will  raise  prices  in  major  cities 
by  12%,  and  other  rental  com- 
panies quickly  followed  suit. 
The  upshot?  On  average,  it 
will  cost  $5  a  day  or  $20  a 
week  more  to  rent  a  car. 

The  rental  giants  are  trying 
to  shore  up  margins  lost 
when  the  Big  Three  auto 
makers  stopped  subsidizing 
fleet  purchases  in  1992.  But 
travel  experts  say  the  in- 
crease may  prompt  business 
and  vacation  renters  to  drive 
their  own  cars. 
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FORT  IS  IS  HERE  TO  PROTEC 

7w  «  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  o/Fortis —  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

(forth 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377-7282. 


m 

Before  you  buy  a  plain  paper  fax, 
take  a  look  at  our  shopping  list. 


Canon's  reputation  for 
quality  has  always  put  our 
plain  paper  fax  at  the  top  of 
everyone's  list.  But  now  there's 
one  more  reason  to  make  the 
#1  in  fax  your  #1  choice:  Value. 

If  you  buy  any  Canon  Laser 
Class1"'  700  Series  FAX  from 
September  1-November  30, 1993 
participating  Canon  authorized 
dealers  will  throw  in  a  special 
package  with  the  extras  you  want 
most:  More  memory,  more  service 
and  computer  connectivity. 

All  that,  plus  Canon's  built-in 
advantages.  Exclusive  image  pro- 
cessing and  laser  printing  technology 


Official  Facsimile  of 
Wor/rfCup  USA94 
».«tSs    and  U.S.  National  Team 

Local  dealer  prices  may  vary  Canon  U  S  A  does  not  warrant  or  endorse  third  party  la*  software  Memory  upgrade  not  available  on  FAX-L790 
Computer  Interface  not  available  on  FAX-L700/ L790  'Based  on  CCITT  «1  chart  ',  1 993  Canon  USA.  Inc. 
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^FX-UupplV  cartridge  tor 

greater  economy. 
,LC  memory  upgrade  tot  tor 

•^ee  one-year 

(which  includes  tne  hase 

oi  a  second-year  ^ 
contract  at  dealer  SA^^ 
regular  pnce.  /^fl 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second::' 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridge 
that  allows  you  to  easily  replace 
everything  that  can  wear  out  in 
the  printing  process. 

Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait?  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Canon 
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WASHINGTON  IS  BECOMING 
CITY  OF  AMATEURS 


I  here's  a  chill  wind  blowing  across  Capitol  Hill  these 
days,  and  it's  not  just  the  change  of  seasons.  Senators 
and  representatives  are  looking  at  polls  and  deciding 
maybe  this  term  ought  to  be  their  last.  That  should 

uce  another  big  wave  of  freshmen  in  the  next  Congress, 

)p  of  this  year's  crop  of  117  House  and  13  Senate  newcom- 

And  the  influx  of  first-termers  will  likely  further  erode 

power  of  party  leaders  and  committee  chairmen— and, 

aps,  create  some  room  for  fresh  ideas. 

jrtainly,  the  early  signs  bode  ill  for  incumbents.  A  recent 

lp  Poll  found  that  lawmakers  have 

ed  below  even  lawyers  and  talk-show 

3  in  public  esteem.  A  recent  Demo- 

z  poll  shows  three-term  Senator  Orrin 

latch  (R-Utah)  trailing  a  possible 

ocratic  opponent  in  1994.  In  Wiscon- 

Democratic  Senator  Herb  Kohl  was 

idered  a  shoo-in  just  six  months  ago. 

a  Republican  poll  in  mid-September 

d  that  only  37%  would  vote  for  Kohl, 

3  40%  preferred  someone  new. 

'  the  rush?  Facing  even  grimmer 

bers  from  home,  Senate  Banking 

mittee  Chairman  Donald  W.  Riegle 

O-Mich.)  on  Sept.  28  became  the  sixth 

tor  to  say  he  won't  run  next  year.  In 

House,  12  members  have  already  an- 

tced  their  departures,  an  unusually  large  number  consid- 

l  that  there's  more  than  a  year  to  go  before  the  election. 

hy  the  rush  to  the  door?  Stuart  Rothenberg,  editor  of  the 

enberg  Political  Report,  says  several  retirees,  including 

ial-plagued  Senators  Dennis  DeConcini  (D-Ariz.),  David  F. 

inberger  (R-Minn.),  and  Riegle,  were  "terminally  ill,  polit- 

</."  Others,  such  as  Senator  John  C.  Danforth  (R-Mo.) 

Representative  Timothy  J.  Penny  (D-Minn.),  are  "sick  of 

institution,"  Rothenberg  says.  Facing  voter  hostility  and 

list  uprisings,  incumbents  "are  grasping  to  find  a  meaning- 

eason  to  remain,"  says  Democratic  consultant  Brian  Lunde. 


A  WAVE  OF  NEWCOMERS 
RESHAPES  THE  HOUSE 


MEMBERS  WITH  LESS 
THAN  FOUR  YEARS'- 
SENIORITY 


CONGRESS 
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The  coming  campaign  looks  particularly  grueling,  and  that 
will  heighten  the  appeal  of  retirement.  Polls  have  long  found 
that  voters  liked  their  own  representative  even  though  they 
thought  most  members  of  Congress  were  bums.  But  a  new 
survey  by  Public  Opinion  Strategies,  a  GOP  firm,  found  that 
54%  of  voters  strongly  agreed  with  the  statement:  "Congress 
isn't  doing  the  job— and  it  is  time  for  a  change,  even  if  it 
means  voting  against  my  congressman."  Two  years  ago,  only 
38%  wanted  to  dump  their  own  lawmaker— and  that  anger 
scared  nearly  90  incumbents  into  retirement  and  contributed 
to  37  defeats.  "If  incumbents  believe  that 
last  year's  turnover  was  just  a  short-term 
thing,  they're  in  for  a  surprise,"  says  Neil 
Newhouse,  who  conducted  the  survey. 

Because  many  of  the  most  vulnerable 
lawmakers  saw  the  handwriting  on  the 
walls  back  home,  the  widely  anticipated 
slaughter  of  incumbents  didn't  occur  last 
year  and,  for  the  same  reason,  probably 
won't  in  1994.  Still,  the  effect  on  the  insti- 
tution is  much  the  same.  Nearly  one-third 
of  senators  are  first-termers,  and  37%  of 
House  members  took  their  seats  in  the 
past  three  years.  After  the  next  election, 
nearly  half  of  Congress  may  have  less 
than  six  years'  seniority. 

"Washington  will  be  run  by  amateurs, 
which  is  both  good  and  bad,"  says  political  scientist  Dan-ell  M. 
West  of  Brown  University.  "There  will  be  fresh  ideas  and 
approaches  that  haven't  been  tried  in  the  past."  New  members 
may  overhaul  hidebound  procedures,  but  if  recent  experience 
is  a  guide,  the  partisan  chasm  between  antitax  Republican  con- 
servatives and  an  increasingly  diverse  crew  of  Democratic  lib- 
erals will  widen.  That  seems  to  be  a  risk  the  public  is  willing 
to  take.  While  pressure  for  term-limit  laws  remains  strong, 
voters  are  exercising  a  power  they've  always  had— to  scare  the 
bums  out. 

By  Richard  S.  Dunham 
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he  indictment  of  Senator  Kay  Bai- 
ley Hutchison  (R-Tex.)  has  Lone 
,r  State  Democrats  dreaming  about 
econd  chance  at  the  seat  of  former 
iator  Lloyd  M.  Bentsen.  Texas  Dem- 
atic  fund-raisers  have  approached 
using  &  Urban  Development  Secre- 
y  Henry  G.  Cisneros  about  making 
un  for  the  Senate.  If  the  party  Es- 
■lishment  can't  recruit  the  former 
i  Antonio  mayor,  either  of  two  con- 
ssmen,  Jim  Chapman  or  Michael  A. 
drews,  could  be  the  second  choice. 
?inessman  Richard  Fisher,  a  former 
nser  to  Ross  Perot,  is  also  running. 
*mer  State  Treasurer  Hutchison, 


who  faces  trial  on  abuse-of-office  and 
evidence-tampering  charges,  beat  ap- 
pointed Democrat  Bob  Krueger  in  a 
special  election.  Her  term  will  expire 
next  year. 

NAFTA  

Despite  the  official  opposition  of  the 
Congressional  Black  Caucus,  the 
Administration  is  fighting  to  sell  the 
North  American  Free  Trade  Agree- 
ment to  African-American  voters.  It 
has  recruited  former  Atlanta  Mayor 
Andrew  Young  to  give  a  series  of  pro- 
nafta  speeches.  And  the  Clintonites 
are  meeting  with  black  ministers  and 
business  leaders  to  promote  the  pact's 
job-creating  potential. 


REPUBLICANS 


Think  tanks  are  the  last  refuge  of  a 
party  out  of  power.  So  the  Republi- 
can National  Committee  is  spinning  off 
a  tax-exempt  institute  to  work  on  is- 
sues including  health  care,  the  envi- 
ronment, job  creation,  regulation,  and 
defense.  The  goal  of  the  new  National 
Policy  Forum  is  to  promote  consensus 
GOP  positions.  Initial  funding  comes 
from  a  loan  from  the  RNC,  but  the  new 
group  plans  to  raise  $4  million  from 
corporations,  trade  associations,  and 
foundations.  Party  Chairman  Haley 
Barbour  says  the  new  organization 
does  not  plan  to  release  the  names  of 
its  donors. 


JGTON  OUTLOOK 
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nternational  Business 


TRADE  I 


THE  JAPAN 
THAT'S  SAYING  NO 

ITS  TRADE  NEGOTIATORS  TALK  TOUGH  AND  WARN  01  LITTLE  PROGRESS 


■  t's  a  heavy  burden  that  the  new  gen- 
I  eration  of  leaders  in  the  U.  S.  and 
H  Japan  is  shouldering:  high  expecta- 
tions that  they  can  ease  the  trade  fric- 
tions which  have  plagued  relations  be- 
tween their  countries  for  years.  Jap- 
anese Prime  Minister  Morihiro  Hoso- 
kawa  was  elected  to  clean  up  the  cozy 
business-government  relationship  that 
produced  both  widespread  corruption 
and  closed  markets.  President  Bill  Clin- 
ton has  been  insisting  since  his  election 
that  Tokyo  must  soon  make 
measurable  progress  in 
reducing  its  $50  billion 
trade  surplus  with 
the  U.  S.  So  when 
the  two  leaders  met 
for  the  first  time  in 
New  York  on  Sept. 
27,  there  was  none 
of  the  tense  sparring 
that  marked  Clinton's 
encounter  with  then 
Prime 
Kiie 


zawa  in  April.  Both  new  leaders,  it 
seemed,  were  committed  to  change. 

But  as  negotiators  gear  up  for  a  new 
round  of  trade  talks,  it's  becoming  clear 
that  "change"  doesn't  mean  the  same 
thing  on  both  sides  of  the  Pacific.  In  Ja- 
pan, the  new  government  will  focus  first 
and  foremost  on  political  reform.  Until 
that's  accomplished,  Hosokawa  will  resist 
making  the  kind  of  trade  concessions 
Washington  is  demanding.  Just  as  he 
has  adopted  a  more  forceful  and  ener- 
getic style  for  the  television  generation, 


so  too  is  he  determined  to  end  the  B 
in  which  Japanese  Prime  Ministers  oiifr 
political  gifts  to  U.  S.  Presidents,  il 
of  which  will  vastly  complicate  the  nep 
tiations  to  draft  new  trade  agreemejjft 
that  got  under  way  in  Hawaii  m 
Sept.  19. 

big  plans.  That  means  Clinton,  fni 
from  victories  on  the  home  front  andfr 
the  Mideast,  is  running  into  earlier  ai 
tougher-than-expected  problems  in  coB 
ing  to  grips  with  Japan.  Hopes  amol 
the  Clintonites  for  significant  trail 


The  strong  yen  and  Japan's  slowdown  mak\\ 
it  hard  for  Prime  Minis- 
ter Hosokawa  to  accept 
U.S.  demands  for  open 
markets-even  for  produce 
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5ress  by  January  have  faded.  Pri- 
}ly,  White  House  officials  worry  that 
■rious  impasse  could  unleash  protec- 
ist  pressures  in  Congress.  "I'm  afraid 

might  have  set  the  bar  too  high," 
s  one  senior  Clinton  trade  adviser, 
stration  on  trade  also  will  focus  new 
rgy  on  Clinton's  industrial  policy  and 
le-promotion  efforts  (page  32). 
Washington's  trade  plans  certainly 
e  ambitious.  Administration  officials 
eved  they  could  force  Japan  to  agree 
;rim  its  global  current-account  sur- 
;  from  4%  of  gross  domestic  product 
ibout  2%.  In  the  framework  for  talks 
lmered  out  in  Tokyo  in  July,  the  Jap- 
se  wouldn't  accept  specific  numbers 

agreed  to  make  a  "highly  signifi- 
t"  reduction  in  the  surplus,  which 
>  year  is  set  to  top  1992's  record 
1.5  billion.  The  Clintonites  also  be- 
ed  they  could  arm-twist  the  Japa- 
e  into  accepting  numerical  targets 
measuring  progress  in  such  specific 
as  as  autos,  auto  parts,  and  super- 
lputers. 

Jut  Japan's  economy  remains  mired 
a  persistent  slump,  and  corporate 
fits  are  getting  hammered  by  the 


strong  yen.  Tokyo  is  in  no  mood  to  ex- 
pose its  manufacturers  to  a  wave  of  im- 
ports. Suddenly,  the  goal  the  U.  S.  had 
in  mind  looks  impossible.  Indeed,  the 
U.  S.-Japan  trade  imbalance,  spurred  by 
the  yen's  high  value,  could  reach  $52 
billion.  And  it  may  continue  to  rise  in 
1994.  That  comes  at  a  time  when  U.  S. 
export  growth  seems  to  be  running  out 
of  gas,  and  imports  are  emerging  as  a 
drag  on  U.  S.  economic  growth. 

Tokyo  doesn't  seem  inclined  to  help, 
despite  the  dramatic  political  change 
that  culminated  in  the  ouster  of  the  Lib- 
eral Democratic  Party  and  the  victory  of 
Hosokawa's  seven-party  coalition.  The 
Japanese  have  cut  interest  rates  and  in- 
troduced a  mild  new  stimulus  package, 
both  sought  by  the  U.  S.  to  spur  growth 
and  pump  up  imports.  But  the  govern- 
ment doesn't  seem  willing  to  take  any 
bigger  steps,  such  as  cutting  taxes.  Ca- 
reer bureaucrats  in  the  tightfisted  Fi- 
nance Ministry  will  agree  only  to  an  in- 
come-tax reduction  that  can  be  recouped 
later  with  a  higher  sales  tax.  "Things 
have  changed  radically,  but  not  when  it 
comes  to  macroeconomic  policy,"  says 
Masaru  Yoshitomi,  chair  of  the  Wharton 


r  Clinton  fails  to  win  significant  concessions, 
he  will  face  greatly  increased  pro- 
tectionist pressure  from 
Congress  and  might  be 
forced  to  rethink  his  strat- 
egy against  Japan 


School's  U.  S.-Japan  Management  Studies 
Center. 

Similarly,  on  trade,  Tokyo  may  meet 
some  narrower  U.  S.  demands,  but  Jap- 
anese negotiators  in  Hawaii  bluntly 
warned  their  U.  S.  counterparts  to  tone 
down  expectations  of  major  moves.  The 
point  was  driven  home  in  a  Washing- 
ton visit  in  late  September  by  a  trio  of 
high-ranking  members  of  the  Japan  Re- 
newal Party,  a  key  coalition  powerbrok- 
er.  Their  message  to  U.  S.  and  congres- 
sional officials:  Domestic  political  reform 
is  now  Japan's  top  priority. 
unnerving.  To  American  companies, 
that  sounds  suspiciously  like  a  variation 
on  the  excuses  the  Japanese  always 
come  up  with  to  keep  their  markets 
closed.  "It's  amazing,"  fumes  Michael  C. 
Maibach,  director  of  government  affairs 
for  Intel  Corp.  "We  get  a  change  in  par- 
ties, and  what  we  hear  is  the  U.  S.  must 
wait  a  little  longer.  We  just  can't  afford 
this  anymore." 

Even  more  unnerving  to  U.  S.  offi- 
cials is  Japan's  assertive  new  tone.  Ka- 
zuo  Aichi,  chair  of  the  JRP's  policy  affairs 
committee,  warned  that 
Japan  is  no  longer 
America's  "little 
brother."  The  U.  S. 
must  "cooperate" 
with  Japan  if  it 
hopes    to  make 
significant  inroads 
in    the  booming 
Asian  market,  he 
said  in  a  Washington 
speech.  If  not,  he  de- 
clared, it  risks  being 
frozen  out  of  Asia 
and  pushed 
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into  a  "secondary  and  shrinking  po, 
in  world  affairs." 

If  Japan  proves  unyielding  an 
Clintonites  can't  produce  what  th 
promised,  Congress  may  put  additm 
pressure  on  the  Administration.  InM 
Deputy  U.  S.  Trade  Represent! 
Charlene  Barshefsky  has  alreadjl 
the  Japanese  on  notice  that  such  a 
may  be  inevitable.  One  senior  U.  Si 
cial  warns  that  Clinton  is  sure  to  rlj 
the  so-called  Super  301  law  if  no  sij 
cant  progress  is  made.  The  statute 
dates  retaliation  against  countries 
the  U.  S.  deems  to  be  unfair  tr; 
partners. 

To  avert  such  drastic  measures, 
negotiators  are  refocusing  their  st 
gy— and  they  may  be  backing  off  ir. 
areas.  Rather  than  demanding  me 
able  results,  U.  S.  officials  are  now 
ing  more  heavily  toward  seeking 
forms  in  Japanese  decision-ma 
procedures. 

That  simply  may  not  prove  effec 
Take  the  highly  rigged  Japanese 
struction  industry.  The  Japanese 
signaled  a  willingness  to  alter  the 
ding  process  so  that  the  U.  S.  track 
ords  of  American  construction  coi 
nies  can  be  considered  in  awarding 
projects  in  Japan.  But  they  won't  a 
to  specific  numerical  targets  for 
many  contracts  the  Americans  wit 
or  what  value  they  will  have.  S< 
agreement  on  reforming  the  bidding 
cess  could  prove  hollow. 
"smell  of  death."  Trade  experts, 
as  former  Reagan  Administration  n 
tiator  Clyde  V.  Prestowitz,  believe 
efforts  to  tinker  with  Japanese  rej 
tions  will  bear  little  fruit.  He  is  pres 
Clinton  to  bypass  the  bureaucrats 
ask  large  Japanese  companies  that 
major  U.  S.  operations  to  buy 
American  goods.  He  argues  that  w 
be  much  more  effective  than  the  gov 
ment-to-government  talks,  which  s 
skeptics  already  are  writing  off.  "Tl 
talks  have  the  smell  of  death,"  mi 
one  business  lobbyist.  To  these  U.  S 
pan  mavens,  the  Clintonites  are  just 
ginning  to  learn  the  lessons  that 
Reagan    and    Bush  Administrat 
learned  in  a  wide  array  of  talks 
acronyms  like  moss  and  STL  None 
duced  major  breakthroughs. 

So,  despite  the  smiling  faces  at 
Clinton  meeting  with  Hosokawa,  the 
pectation  is  growing  that  the  la 
round  of  U.  S.-Japanese  negotiations 
produce  at  best  only  marginal  g; 
from  the  American  standpoint.  ' 
could  prompt  a  deepening  sense  of 
frontation  between  Washington  and 
kyo.  Which  is  the  kind  of  change  neil 
country  had  in  mind. 

By  Douglas   Harbrecht  and 
Borrus  in  Washington  and  Larry  Hoh 
in  Tokyo 
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IE  YANKS  ARE  BUYING, 
IE  YANKS  ARE  BUYING 


)orts  are  booming  for  currency  slashers  Britain,  Sweden,  and  Italy 


Iranco  Bernardelli  is  having  to 
|  brush  up  on  his  English  these  days. 

The  hardworking  export  director  of 
jonghi,  a  Treviso  consumer-electron- 
naker,  is  spending  more  and  more 

in  Chicago  and  New  York.  The  rea- 

The  U.  S.  is  now  the  hottest  growth 
ket  for  the  $500  million 
oany.  This  year,  Bernar- 
'  says  he'll*  sell  800,000 
trie  radiators,  espresso 
hines,  and  toaster  ovens  in 

U.S.,  about  50%  more 

in  1992. 

t  Swedish  auto  maker 
o,  the  story  is  much  the 
e.  A  takeoff  in  U.  S.  sales 
s  model  850  station  wagon 
turbo  cars,  helped  by  the 
.lued  Swedish  krona,  is 
nng  Volvo  past  Germa- 
Volkswagen  as  this 
I  biggest-selling  Europe- 
armaker  in  the  U.  S.  "The 
lopment  of  new  products 
the  currency  are  both  going  our 
I  says  Mats-Ola  Palm,  head  of  Vol- 
North  American  operations, 
s  boom  time  in  exports  for  thou- 
is  of  companies  in  Italy  and  Swe- 
-and  in  Britain  and  other  European 
itries  that  opted  last  year  to  slash 


the  value  of  their  currencies,  making 
their  products  more  price-competitive. 
The  stepped-up  overseas  sales  are  cush- 
ioning Europe's  worst  economic  down- 
turn since  the  1970s.  For  Sweden  and 
Italy,  in  particular,  buoyant  exports  "can 
now  set  the  stage  for  a  recovery,"  says 


EUROPE'S  EXPORTERS  ARE 
SCORING  IN  THE  U.S. 


Increase  in 
exports  to  U.S. 
Jon.-June,  1993, 
over  year  earlier 

Hot  products 

BRITAIN 

28% 

Cars,  avionics,  tableware 

ITALY 

32% 

Shoes,  electronic  goods 

SWEDEN 

10% 

Cars,  chemicals,  beverages 

DATA:  GENERAL  CONFEDERATION  OF  ITALIAN  INDUSTRY,  CONFEDERATION  OF  BRITISH  INDUSTRY 
SWEDISH  BUREAU  OF  CENTRAL  STATISTICS 


Nigel  Gault,  chief  European  economist 
for  DRl/McGraw-Hill. 

Of  course,  the  spate  of  European  im- 
ports into  the  U.  S.  is  worsening  the 
U.  S.  trade  deficit  (BW— Sept.  6).  Indeed, 
the  U.  S.  is  soaking  up  European  prod- 
ucts that  have  few  other  places  to  go: 


Japan's  economic  growth  is  anemic  this 
year,  while  Eastern  Europe  and  Russia 
are  disappointing  markets.  Unlike  Euro- 
peans, "Americans  are  starting  to  spend, 
and  the  economy  is  growing."  says  Clau- 
dio  Castiglioni,  an  executive  of  Italian 
shoemaker  Diego  Delia  Valle.  The  Milan- 
based  company's  U.  S.  sales  are  up  40% 
this  year,  and  it  is  opening  stores  in 
Miami  and  Los  Angeles. 
jaguar's  catch.  In  pharmaceuticals, 
Sweden  and  Italy  are  profiting  from  the 
devaluations.  Kabi  Pharmacia,  a  unit  of 
Sweden's  Procordia,  and  Italy's  Erba- 
mont  are  merging,  and  Kabi  Senior  Vice- 
President  Betheny  Beck  says  U.  S.  sales 
of  both  companies'  products  are  up. 

In  dollar  volume,  Britain  is 
probably  the  biggest  winner. 
Exports  to  the  U.  S.  by  British 
companies  totaled  $13  billion 
through  July,  up  almost  35% 
from  the  same  period  last 
year,  according  to  the  Confed- 
eration of  British  Industry.  At 
Jaguar  Ltd.'s  Coventry  plant, 
for  example,  managers  and 
workers  are  celebrating  the 
carmaker's  biggest  sale  ever: 
a  $24  million  order  from  Bud- 
get Rent-A-Car  Corp.  for  500 
XJ6  sedans. 

To  maintain  the  export  mo- 
mentum, Michael  Heseltine, 
president  of  the  Board  of 
Trade,  in  March  launched  "North  Ameri- 
ca Now,"  a  drive  to  hike  exports  to 
North  America  by  $4.5  billion  by  1995. 
Sales  coups  such  as  Jaguar's  should  help 
Heseltine  keep  the  export  party  going. 

By  John  Rossant  in  Rome  with  Julia 
Flit nn  in  London 


CLINYON  DECIDES:  LET  THE  EXPORTS  FLOW 


rhink  of  it  as  an  elixir  for  the  flag- 
ging U.  S.  export  machine.  On 
Sept.  29,  the  Commerce  Dept.  un- 
led  its  long-awaited  blueprint  for  ex- 
t  promotion.  And  its  centerpiece — a 
seping  rollback  of  export  controls  on 
h-tech  equipment — immediately  set 
trts  fluttering  among  computer  ex- 
itives,  who  had  started  to  wonder  if 
isident  Clinton  had  forgotten  their 
apaign  support. 

"he  Administration  is  exempting 
m  export-licensing  requirements  up 
$35  billion  worth  of  computer  gad- 
.ry,  according  to  Commerce  and  in- 
stry  estimates.  The  new  rules  are 

more  liberal  than  high-tech  compa- 
s  had  dreamed  of.  "It's  breathtak- 

in  its  scope,"  says  Paul  Freeden- 
•g,  a  trade  lawyer  at  Baker  &  Botts. 


The  policy  is  "a  winner  for  both  the 
industry  and  our  country,"  adds  Uni- 
sys Corp.  Chairman  and  CEO  James  A. 
Unruh. 

mixed  bag.  The  Administration's  task 
is  just  half  done,  however.  The  move 
affects  only  trade  with  U.  S.  allies.  To 
make  it  easier  to  export  to  China  and 
the  former  Soviet  Union,  Washington 
must  seek  the  approval  of  the  17-nation 
Coordinating  Committee  on  Multilater- 
al Export  Controls  (COCOM),  which  re- 
stricts shipments  of  civilian  goods  that 
can  be  used  for  military  purposes. 

The  rest  of  the  program  is  a  mixed 
bag.  The  Administration  decided  not  to 
make  increased  foreign  aid  conditional 
on  purchases  of  U.  S.  goods  and  ser- 
vices— the  "tied  aid"  other  countries 
routinely  use.  Instead,  it  pledges  to 


step  up  efforts  to  combat  the  practice. 
And  the  President  promised  a  mere 
$150  million  for  an  Export-Import  Bank 
war  chest. 

To  its  credit,  the  report  emphasizes 
streamlining  the  overlapping  export- 
promotion  bureaucracies  and  creating 
"one-stop  shopping  centers"— in  Balti- 
more, Chicago,  Los  Angeles,  and  Mi- 
ami. Overall,  the  blueprint  creates  a 
new  climate  of  government  support  for 
exports.  It  hints,  for  example,  that  offi- 
cials will  help  U.  S.  companies  win  ma- 
jor overseas  contracts,  as  Clinton  did 
earlier  this  year  when  he  urged  Saudi 
Arabia  to  buy  Boeing  Co.  jets.  If  it 
succeeds,  U.  S.  export  growth  could 
catch  a  second  wind. 

By  Douglas  Harbrecht  and  Amy 
Borrus  in  Washington 
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VOLKSWAGEN'S 
FIRST-HALF  LOSSES: 
$980  MILLION 


EUROPE  GRABS 

THE  EMERGENCY  BRAKE 


To  survive,  auto  makers  are  frantically  paring  output  and  workers 


■  t  is  the  biggest  plea  for  new  funds  in 
I  Italian  history.  On  Sept.  28,  Fiat  an- 
B  nounced  it  needs  to  raise  $3.2  billion 
in  a  combination  of  asset  sales  and  capi- 
tal increases.  The  Turin-based  auto  mak- 
er has  run  up  first-half  losses  of  $600 
million,  and  its  sales  have  plummeted 
nearly  23%.  In  six  months,  a  $6  billion 
investment  program  has  helped  triple  its 
debt  load  to  $4.5  billion.  The  emergency 
financial  plan  will  radically  change  Fiat, 
forcing  the  Agnelli  family — the  sole  deci- 
sion-makers at  Fiat  for  almost  one  cen- 
tury— to  share  power  in  a  shareholders' 
syndicate  with  France's  Alcatel  and  Ger- 
many's Deutsche  Bank. 

The  drastic  moves  at  Fiat  are  just  one 
sign  of  how  dire  things  are  getting  in 
the  European  auto  industry.  Already 
this  year,  the  market  has  slumped  a 
numbing  17%,  or  1.4  million  units.  That 
equals  the  annual  output  of  one  of  Eu- 
rope's six  major  producers.  With  the 
markets  yet  to  hit  bottom,  industry  ana- 
lysts and  executives  are  asking  whether 
all  of  Europe's  big  auto  makers  can  sur- 
vive. "The  market  has  fallen  off  a  cliff," 
laments  Ian  Slater,  corporate  affairs 
director  for  Ford  Europe. 

Signs  of  pain  are  everywhere.  Reve- 
nues are  off  by  as  much  as  22.67"  for 
such  companies  as  Ford,  Volkswagen, 
and  Renault.  The  falling  sales  spell 
savage  payroll  cuts.  Mercedes-Benz 
has  eliminated  21,000  jobs  in  the  last 
two  years.  This  year  and  next,  a  com- 
bined 28,000  more  will  go.  France's 
Peugeot,  which  analysts  guess  may 


lose  as  much  as  $525  million  this  year, 
announced  on  Sept.  21  it  will  cut  employ- 
ment by  6,000  in  1994  after  this  year's 
4,200  reduction. 

But  even  these  moves  haven't  stopped 
unsold  cars  from  piling  up.  John  Law- 
son,  a  research  director  at  DRl/McGraw- 
Hill  London,  says  the  overhang  is  now 
400,000  automobiles,  up  one-third  from 
the  start  of  the  year.  That's  turning  the 
second  half  of  1993  into  "the  blackest 
period  in  a  generation"  for  Europe's 
auto  industry,  says  Noel  Goutard,  chair- 

EUROPE'S  BATTERED 
CAR  MARKET 


Percent  change 
in  unit  sales* 
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man  of  French  auto-parts  giant  Val 
The  list  of  vulnerable  companies^ 
still  topped  by  Fiat.  The  new  cash  il 
buy  it  some  time,  but  if  its  performal 
doesn't  improve  dramatically,  the  const 
ny  may  be  back  on  the  brink.  "The  c| 
tal  increase  only  works  if  Fiat  can  | 
some  cars  next  year,"  says  an  execu 
at  Deutsche  Bank.  Fiat  has  shut  189 
capacity  and  is  betting  on  its  new  Pu 
subcompact  to  save  the  day. 
no  beetle  juice.  Volkswagen  is  in 
most  as  much  trouble  as  Fiat.  Just 
months  ago,  its  new  chairman,  Fe 
nand  Piech,  was  bragging  that  Vo 
wagen  would  be  operating  profitably 
the  second  half  of  1993.  But  since  rep 
ing  $980  million  first-half  losses 
learning  its  Spanish  SEAT  unit  expectf 
lose  $770  million  this  year,  the  talk 
dried  up.  vw  had  to  bail  out  seat  wit 
$920  million  cash  injection  in  SeptemI 
about  the  same  time  it  canceled  $ 
million  in  financing  earmarked  for 
vestments  in  the  Czech  company  Sko 
Mercedes-Benz  is  also  reeling,  v, 
the  sky-high  mark  and  Germany's  s 
ging  economy  creating  a  nightmare  p 
up.  The  luxury  carmaker  is  starting 
move  high-cost  production  out  of  Gen 
ny  with  a  vengeance.  On  Sept.  30 
announced  that  it  will  build  a  new  sp< 
utility  vehicle  in  the  U.  S.  (page  138). '. 
company  is  also  looking  abroad  for  a 
to  produce  200,000  units  of  a  new  m 
car  it  plans  to  produce  in  four  years 
GM  Europe,  which  will  be  the  only 
ropean  auto  maker  to  turn  a  signifies 
profit  this  year,  is  also  cutting  worke 
GM's  Vauxhall  unit  in  Britain  slasl 
production  of  its  Opel  Vectra,  made 
its  Luton  plant,  by  8,000  cars  in  Septe 
ber.  The  company  has  cut  11  work  shi 
at  its  Astra  plant  in  Ellesmere  Port. 
Luton  plant  will  be  working  at  as  lit 
as  half-capacity  in  October,  too. 

To  be  sure,  the  auto  industry  is  higl 
sensitive  to  every  twist  and  turn  in  t 
wider  economy.  "Every  month  count 
says  Valeo's  Goutard.  "If  things  turn 
early  in  1994,  it  will  be  O.  K."  But  t 
more  likely  scenario  is  that  Europe 
car  sales  are  likely  to  bump  along  t 
bottom  of  the  current  trough  and  tl 
earnings  will  remain  extremely 
pressed.  Gripped  in  an  ever-tighteni ; 
financial  vise,  more  companies  will  po- 
pone  or  scrap  investment  plans.  TL 
may  help  shore  up  finances  in  ta 
short  run.  But  it  will  put  the  Euroj 
ans  at  a  disadvantage  in  develops 
new  technology.  And  for  Europi 
autoworkers  and  others  dependent  \ 
the   auto   industry,   the  agony  w 
continue. 

By  John  Templeman  in  Stuttgart,  wi\ 
John  Rossant  in  Rome,  Stewart  Toy 
Paris,  and  Julia  Flynn  in  London 
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Do  you  own 'Hie  Best 
Performing  Mutual  Rind 
Of  All  Time"  ? 


Pioneer  Rind. 

65  years  young 

ana  not  ready  to  retire . 

Join  the  more  than  200,000  shareowners  who  are  enjoying 
the  benefits  of  Pioneer  Fund  today.  From  March  1„  1928,  to 
June  30, 1993,  $10,000  in  Pioneer  Fund  grew  to  $25,939,865. 


Ask  your  investment  representative 
today  about  Pioneer  Fund,  send  us 
the  coupon  below  or  call  Pioneer  at: 


800-225-6292 


Ideal  for  retirement  plans 


Please  send  me  a  free  information  kit  about  Pioneer  Fund,  including  a  prospectus 
wliich  contains  more  information  about  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 


Name  _ 
Street 
City  _ 
State 


Zip 


Phone 


I    I  Also,  send  me  information  about  setting  up  an  IRA. 


Value  Investing 
Since  1928 


PIONEER 


Pioneer  Funds  Distributor.  Inc. 

(ill  State  Street 

Boston.  Massachusetts  021(19 

101193  •  BWX  •  1552 


utual  Fund  Forecaster  (March  4,  1993),  corroborated  by  the  independent  rating  service  CDA/Wiesenberger  (Mutual  Funds  Update, 
ember  31.  1992).  CDA/Wiesenberger  recognized  Pioneer  Fund  as  a  top  performer,  noting  that  Pioneer  Fund  turned  $10,000  into  more 
n  $10  million  for  the  period  January  1,  1940  through  December  31.  1992  -  outpacing  all  29  other  long-term  funds  in  its  universe.  All  fund 
jfprmance  assumes  the  reinvestment  of  all  distributions  and  the  deduction  of  the  maximum  sales  charge  of  5.73%  (10.  5  and  I  vears  average 
nial  total  returns  through  June  30,  1993  are  10.58%.  9.46%  and  8.56%  respectively).  Past  Perfor  mance  does  not  guarantee  future 
idts.  Return  and  principal  value  will  fluctuate  and  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost, 
ad  justments  have  been  made  for  income  taxes  payable  by  shareholders. 
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SOUTH  AFRICA  I 


MANDELA'S  WELCOME  MAT 
STARTS  DRAWING  VISITORS 


Investment  may  be  greater  than  expected,  despite  political  unrest 


Conventional  wisdom  has  been  that 
political  turmoil  would  keep  a 
barbed-wire  fence  around  the 
South  African  economy  for  years  to 
come.  But  there's  more  action  stirring 
than  expected.  Only  days  after  Nelson 
Mandela's  call  to  end  economic  sanc- 
tions, Pillsbury  Co.,  the  Minneapolis- 
based  food  company,  announced  a  joint 
venture  with  a  local  partner  to  put 
Green  Giant  frozen  vegetables  and  bak- 
ing goods  in  South  African  kitchens. 
And  Parsons  Corp.,  a  $1.6  billion  Pasade- 
na (Calif.)  construction  company,  is  plan- 
ning a  move  into  South 
Africa  after  top  execu- 
tives spent  two  weeks 
there  discussing  proj- 
ects with  African  Na- 
tional Congress  leaders 
and  others.  "'What 
we're  talking  about  is 
the  need  to  develop 
whole  cities — roads, 
water  and  waste  treat- 
ment, factories — the  to- 
tal infrastructure," 
says  CEO  Leonard  Pier- 
oni.  "Once  sanctions 
are  removed,  we  intend 
to  be  in  the  market." 

Those  words  are  mu- 
sic to  Mandela  and  oth- 
er leaders  in  the  ANC, 
now  the  leading  black 
party  as  the  govern- 
ment moves  into  a  new 
transitional  phase.  ANC 
leaders  face  an  eco- 
nomic challenge  on  a 
scale  of  that  facing  the 
former  East  European 
bloc.  There's  no  time  to  waste  as  the 
country  prepares  for  its  first  nonracial 
election  next  spring. 
more  aid.  Mandela's  green  light  clears 
the  way  for  U.  S.  states  and  cities  to 
jettison  the  remaining  taboos  against  do- 
ing business  with  South  Africa.  Wash- 
ington will  also  move,  freeing  up  Inter- 
national Monetary  Fund  and  World 
Bank  loans  for  badly  needed  social  pro- 
grams. As  the  economic  horizon  bright- 
ens a  bit,  the  ANC  is  beginning  to  reveal 
the  outlines  of  an  economic  policy. 

Once  doctrinaire  about  nationalizing 
South  African  industry,  ANC  leaders  are 
now  tilting  toward  free  trade,  lowering 


tariffs,  and  getting  the  government  out 
of  the  way  of  business.  "The  ANC  is  look- 
ing increasingly  to  develop  a  partnership 
between  the  future  state  and  business," 
says  Duncan  Innes,  a  political  consultant 
in  Johannesburg.  Only  days  after  Man- 
dela's U.  N.  speech,  the  ANC  announced 
that  when  it's  in  power,  it  will  scrap 
price-control  boards  that  now  set  prices 
on  such  agricultural  goods  as  maize, 
sugar,  and  citrus  fruits.  Planners  also 
say  they  would  eventually  do  away  with 
foreign-exchange  controls,  taking  the 
risk  that  the  free  flow  of  monev  into  the 


Makers  of  consumer  goods  are  especially  eager 
to  tap  South  Africa  's  huge  market  potential 


country  would  surpass  the  flow  out. 

Tax  levels  are  still  being  debated.  Cor- 
porations already  face  high  hurdles — 
40%  to  48%  taxation  rates  vs.  36%  in  the 
U.  S.  But  everyone  agrees  that  they'll 
have  to  stay  high  if  South  Africa  is  to 
climb  out  of  the  social  morass  left  be- 
hind by  apartheid.  One  plan  on  the  draw- 
ing board  is  a  worker-training  tax  on 
every  company,  local  or  foreign,  to  help 
fund  a  national  training  trust,  which 
would  be  matched  by  the  government. 
Companies  could  recoup  the  taxes  only  if 
they  set  up  employee-training  programs. 
It's  a  mammoth  effort:  According  to  In- 
nes, an  expert  on  labor  issues,  55%  of 


the  economically  active  population  is  ■ 
skilled,  and  35%  is  illiterate. 

In  order  not  to  scare  away  prospecm 
investors,  however,  the  ANC  has  few  M 
id  rules  in  mind  for  foreigners.  TH 
will,  of  course,  be  expected  to  abideB 
South  Africa's  labor  laws,  which  are  «j 
orously  enforced  by  a  powerful  trS 
union  movement.  The  ANC  also  wa 
affirmative-action  programs  for  bla 
and  women.  Racial  and  gender  disp 
ties  are  daunting:  In  the  largest 
South  African  companies,  97.5%  of  m 
agers  are  white,  while  92.5%  are  mei 
tenuous  upturn.  Along  with  a  peek 
future  economic  strategy,  South  Afi 
watchers  glimpse  some  tentative  sij 
that  the  three-year  recession  may 
ending.  For  the  past  two  quarters, 
economy  has  been  growing  at  a  5% 
nual  rate,  and  inflation  is  below  10%> 
the  first  time  in  two  decades.  An 
proved  export  picture,  together  wit! 
rise  in  geld  prices,  has  helped  ensur 
surplus  for  the  p 
few  months.  But  it' 
tenuous  recovery, 
dustrial  output  is  st 
nant,  interest  rates 
high,  and  hard-curr 
cy  reserves  are 
The  economic  Est 
lishment  is  holding 
breath  awaiting  an 
fusion    of    IMF  ; 
World  Bank  loans  tl 
would  let  officials  lo 
en  tight  monetary  p 
cy — and  help  susti 
the  fragile  upturn. 

With  all  the  politi 
turmoil  to  come,  no  c 
doubts  that  South  AJ 
ca's  turnaround  will 
a  long  haul.  But  of 
mism  can  be  found 
promising  places.  Ta 
Anthony  J.  F.  O'Reil 
chief  executive  offk 
of  Pittsburgh-bas 
H.J.  Heinz  Co.  O'Rei 
is  eager  to  move  Hei 
into  South  Africa,  in  part  because,  li 
other  consumer  companies  such  as  Cd 
Cola  Co.  and  Procter  &  Gamble  Co.,  i 
already  in  neighboring  Zimbabwe  a 
Botswana.  For  him,  South  Africa  is  r 
only  a  new  market  but  also  a  bridge  ir 
the  sub-Saharan  region.  "We  feel  t 
southern  African  population  of  100  n 
lion  is  a  region  with  real  developnw 
opportunities,"  says  O'Reilly.  With  sai 
tions  soon  to  be  a  thing  of  the  pa 
South  Africa  enters  a  new  chapter  of 
historic  transformation. 

By  Keith  L.  Alexander  in  Pittsburt 
with  Alan  Fine  in  Johannesburg,  E 
Schine  in  Los  Angeles,  and  bureau  repo 
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Anyone  in  a  long-term 
relationship  knows  what  it  takes 
to  help  it  flourish  and  grow.  Trust. 
Patience.  Understanding.  The 
Travelers'  commitment  to  these 
values  is  how  we  protect  our  cus- 
tomers and  help  them  prosper. 

Through  our  investment 
and  pension  services,  we  can  help 
you  plan  for  the  financial  security 
of  your  company  and  your  employ- 
ees. We  offer  a  broad  range  of 
corporate  investment  options 
including  Guaranteed  Separate 
Accounts  and  Guaranteed  Interest 
Contracts.  And,  as  always,  your 
investment  is  tailored  to  meet  your 
company's  specific  requirements. 

In  addition,  we'll  help  you 
prepare  for  your  own  retirement 
with  the  same  Tax  Sheltered 
Annuity  plans  we  provide  for 
millions  of  workers,  retirees  and 
their  families.  And  we  protect 
these  important  investments  with 
over  $9  billion  in  annuity  reserves. 


With  129  years  in  the  insurance  business, 
we  know  about  lasting  relationships. 


)3  The  Travelers  Insurance  Company  and  its  Affiliates.  Hartford,  CT  06183. 


Over  the  years,  The  Travelers 
has  helped  millions  of  Americans 
invest  in  the  future.  And  in  doing 
so,  given  them  the  security  to 
reflect  on  the  past. 


Thelravelersj 

AMERICA'S  UMBRELLA5 


How  are  you  going  to  conduct  business  now? 


Scaling  back  was  difficult.  But  now  the  challenge 
is  to  create  a  new  working  arrangement  and  get  the 
most  out  of  your  remaining  players. 

And  that's  where  our  proprietary  knowledge 
base  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  your 
operating  practices  to  the  best  in  the  business 
world — within  your  own  industry  and  across 
the  board. 

So  we  can  gain  insight  into  which  practices 
could  create  a  new  working  harmony.  And 
bring  you  more  creative  ways  to  help  re-engineer 
your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ing resource  of  its  kind.  Driven  by  an  advanced 

©1993  Arthur  Andersen  &  Co  All  rights  reserved 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  bast 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  you  can  out 
perform  the  competition — on  paper 
and  in  practice. 

Best  Practices. 
Putting  insight  into  practice™ 

Arthur 
Andersen 

Arthur  Andersen  &.  Co.  SC 


iternational  Outloo 


OR  JORDAN,  PEACE 

EEMS  ALMOST  AS  SCARY  AS  WAR 


n  the  outskirts  of  Amman,  vast  expanses  of  lavish 

H  houses  and  construction  sites  (Haver  what  was  bar- 
ren  desert  just  a  few  years  ago.  Once  a  mere  provin- 

outpost,  the  Jordanian  capital  has  mushroomed  into  a 
iving,  modern  city  of  1  million  during  the  26  years  of  no- 
\  no-peace  following  the  1967  Arab-Israeli  conflict. 
low,  the  Jordanians  are  anxiously  wondering  whether  the 
antly  signed  accord  between  Israel  and  the  Palestinian 
eration  Organization  is  a  plus  or  a  minus  for  them.  "We 
I  want  to  end  up  with  a  bigger  problem  than  we  started 
W  says  Jawad  al  Anani,  Jordan's  Cabinet  Affairs  Minister 

point  man  for  negotiations  with  Israel  and  the  Palestin- 
;.  "We  have  had  our  share  of  destabilization  in  this  part  of 

world." 

As  they  head  into  crucial  negotiations  with  Israel  and  the 

^stinians  on  such  matters  as  security,  border  controls,  tar- 
and  monetary  systems,  the  Jordanians  have  some  legiti- 
me  concerns.  They 

s  that  opposition  to 
treaty  in  the  West 

ik  and  Gaza  will  trig- 
factional  fighting 

c  might  deluge  Jor- 
with  more  Palestin- 

refugees.  They  wor- 

that  their  industries 

Id  be  swamped  by 

sidized  Israeli  prod- 

;  and  that  the  billions 

lollars  in  planned  de- 

tpment  spending  for 
territories  could 

;e  inflation  in  Jordan. 

T  BUFFER?  Their  most 

p-seated  fear  is  that 

lose  Israeli-Palestin- 
relationship  will  re- 

e    their  country's 

it  in  the  region.  Until 

',  Jordan,  under  King 

isein's  deft  leadership, 
played  an  important  role  as  a  buffer  state  between  Israel 
the  Arabs.  If  that  changes,  it  could  reduce  the  Hashemite 

gdom  to  a  backwater  that  would  be  deprived  of  the  foreign 

and  other  goodies  likely  to  flow  to  the  region.  To  press 

ir  case,  the  Jordanians  are  working  up  demands  for  com- 

sation  for  playing  host  to  1  million  Palestinian  refugees 

r  the  years. 

>ut  if  the  king  plays  his  cards  right,  Jordan  is  unlikely  to 
bypassed.  The  West  Bank  and  Gaza  seem  too  small  to 
id  alone  and  will  want  some  tie  to  Jordan  to  avoid  being 
tthered  by  Israel.  The  Israeli  Labor  government  has  also 
T,  favored  a  role  for  Jordan,  which  has  cooperated  with  Is- 
l  on  security  matters  despite  the  lack  of  a  formal  peace 
ity  between  the  two.  Analysts  think  that  the  Palestin- 
;  and  Jordanians,  and  perhaps  the  Israelis,  are  likely  to 
d  up  bound  together  in  an  innovative  new  state  designed 
;atisfy  competing  national  aspirations  for  the  same  turf. 
Recently  Yassir  Arafat  visited  Amman  to  try  to  ease  Hus- 


SOME  JORDANIANS  AREN'T  SPOOKED:  THE  STOCK  MARKET  IS  UP  24%  THIS  YEAR 


sein's  irritation  over  the  PLO  leader's  cutting  a  deal  behind  the 
Jordanians'  backs.  Israeli  Prime  Minister  Yitzhak  Rabin  also 
reportedly  held  a  "secret"  meeting  with  the  king.  Apparently 
reassured,  Hussein  is  going  ahead  with  the  Nov.  8  parlia- 
mentary elections  that  he  considered  postponing  for  fear  pas- 
sions were  running  too  high. 

"net  gain."  Hussein  seems  to  have  Jordan  well-positioned  to 
exploit  any  opening  in  trade  and  development.  Compared  to 
most  of  its  neighbors,  Jordan's  $5.2  billion  economy  is  open 
and  well-managed,  and  strong  in  contracting,  banking,  and  oth- 
er services  that  the  territories  will  need.  Moreover,  business 
in  Jordan  is  dominated  by  Palestinian-Jordanians,  who  will 
want  to  invest  in  and  trade  with  the  territories.  "If  you  open 
up  the  bridges,  you  have  a  market  worth  at  least  $1  billion," 
says  Taher  H.  Kanaan,  general  manager  of  the  Industrial 
Development  Bank  in  Amman.  Because  Israel  now  keeps 
nearly  all  Jordanian  goods  out  of  the  territories,  he  says, 

"any  share  will  be  a  net 
gain  for  Jordan." 

Kanaan  says  several 
of  his  clients  have  been 
adding  capacity  in  antic- 
ipation of  a  peace  agree- 
ment. He  is  not  worried 
about  competition  from 
high-cost  Israel,  saying 
military  strength  does 
not  equal  economic  com- 
petitiveness. Reflecting 
optimism,  Jordan's  ac- 
tive stock  market  is  up 
24%  on  the  year. 

The  economy  is  al- 
ready going  strong,  grow- 
ing at  a  6%  clip  this  year 
on  top  of  an  11%  spurt  in 
1992.  It  has  defied  pre- 
dictions that  Jordan's  tilt 
toward  neighboring  Iraq 
during  the  Gulf  war 
would  spell  ruin.  After 


the  collapse  of  the  lucrative  Iraqi  market,  Jordanian  manufac- 
turers have  diversified,  lifting  their  exports  by  23%  in  1992.  "If 
we  have  done  this  well  under  instability,  we  should  thrive  with 
stability,"  says  Anis  Mouasher,  a  leading  industrialist. 

But  there  may  be  turbulence  until  the  new  relationships 
among  Jordan,  Israel,  and  the  emerging  Palestinian  entity 
are  thrashed  out.  A  wild  card  is  the  king's  health.  While  his 
condition  seems  stable  after  last  year's  cancer  surgery,  Jorda- 
nians shudder  at  the  thought  of  losing  his  leadership. 

Arafat's  renewed  prominence  threatens  to  fire  up  long- 
standing tensions  between  Hussein  and  the  PLO  over  the  loy- 
alty of  the  roughly  50%  of  the  4  million  Jordanian  population 
that  is  of  Palestinian  descent.  The  two  sides  are  also  prone  to 
vying  for  influence  in  the  West  Bank  and  East  Jerusalem, 
which  Jordan  controlled  from  1948  to  1967.  But  in  the  long  run, 
the  Palestinians  and  Jordanians  will  probably  find  their  mutu- 
al needs  outweigh  their  differences. 

By  Stanley  Reed  in  Amman,  with  Neal  Sandler-  in  Jerusalem, 
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CEOs  WITH 
THE  OUTSIDE  EDGE 

WHY  THEY'RE  IN,  AS  NEVER  BEFORE 


Michael  1 
Jordan 

WESTINGHOU: 
ELECTRIC 

A  veteran  of 
McKinsey, 
Jordan  says  h< 
brings  "ruthles 
logic"  to  his 
turnarounds, 
which  lets  him 
"cut  through 
emotions  and 
people's  opin- 
ions and  get 
down  to  the 
facts" 


When  Louis  V.  Gerstner  Jr. 
abruptly  quit  RJR  Nabisco  Inc. 
in  March  for  IBM,  he  left  the 
pur  Nabisco  directors  in  a  tough  spot. 
For  a  time,  they  tried  co-CEOs:  Law- 
rence R.  Ricciardi  oversaw  administra- 
tive matters,  while  Karl  M.  von  der 
Heyden  supervised  finance  and  opera- 
tions. But  the  board  wanted  a  power- 
house who  could  stabilize  RJR's  troubled 
tobacco  business  and  beef  up  Nabisco' s 
food  brands.  Not  seeing  any  home-grown 
talent  to  fit  the  bill,  directors  started 
looking  outside.  In  May,  they  settled  on 
former  ConAgra  Inc.  Chairman  Charles 
M.  Harper. 

From  the  start.  Harper,  66,  didn't  let 
his  lack  of  experience  at  RJR  slow  him 
down.  He  has  been  hammering  out  a 
new  strategy  for  the  food-and-tobacco 
giant.  Instead  of  the  debt-  and  cost-re- 
duction emphasis  of  the  Gerstner  years. 
Harper  is  concentrating  on  brand-build- 
ing and,  he  hopes,  earnings  growth.  "We 
are  shifting  the  culture  of  this  company," 


says  Harper.  The  fact  that  he  has  no 
vested  interest  in  the  old  culture.  Harp- 
er believes,  may  make  it  easier  for  him 
to  initiate  change. 

Call  1993  the  Year  of  the  Outsider. 
Companies  ranging  from  giants  such  as 
IBM,  Westinghouse,  RJR,  and  Eli  Lilly  to 
the  more  obscure  Star  Banc,  Alza,  and 
Scientific-Atlanta  have  reached  outside 
their  organizations  and  even  their  in- 
dustries to  make  the  big  hire.  Fully  35% 
of  the  51  new  CEOs  hired  in  the  first 
half  of  1993  were  outsiders— the  high- 
est level  since  Michigan  State  University 
professor  emeritus  Eugene  E.  Jennings 
began  tracking  such  things  in  1949. 
FRESH  EYE?  What's  the  allure?  For  start- 
ers, many  directors  believe  outsiders 
breathe  fresh  air  into  organizations. 
Without  any  allegiances,  the  thinking 
goes,  outsiders  can  shake  a  company 
out  of  its  rut.  "I  don't  have  some  hidden 
agenda.  I  don't  bring  any  emotional  bag- 
gage." says  Randall  L.  Tobias,  who  was 
hired  away  from  American  Telephone 


&  Telegraph  Co.  in  June  to  become 
of  Eli  Lilly  &  Co. 

Hiring  an  outsider  is  also  a  good 
to  calm  restive  shareholders.  "The 
sider  symbolically  represents  the  c 
sion  by  the  board  [for]  strategic  chan 
says  Stewart  D.  Friedman,  professo 
management  at  the  Wharton  Sch 
And  there's  usually  a  quick  payoff:  A 
cent  study  by  Mitchell  &  Co.  of  sev< 
large  companies  shows  that  the  st 
price  jumps  an  average  of  68%  in 
first  18  months  of  an  outside  CEO's 
ure.  For  example,  three  months  al 
restless  media  mogul  Barry  Diller  t 
over  the  i*(?ins  at  QVC  Network  in  Ja 
ary,  its  stock  price  was  up  21%. 

Of  course,  Wall  Street  often  che 
outsiders  because  it  figures  they'll  c< 
ly  slash  costs  and  boost  profits 
that  was  certainly  the  agenda  of  mil 
newcomers  in  recent  years.  But  thi 
days,  boards  seem  to  be  looking  I 
more,  and  many  of  1993's  newcomS 
are  hardly  hatchet  men.  Harper,  for  oh 
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lore  of  an  empire-builder  than  a  cost- 
er. He  built  up  ConAgra  from  a  com- 
lity-food  processor  to  a  branded- 
ds  giant.  He  plans  to  unveil  his  stra- 
c  plan  to  revitalize  RJR  in  October, 
it  QVC,  Diller  is  already  in  the  midst 
n  aggressive  expansion  plan.  In  Sep- 
ber,  he  bid  $9.9  billion  for  Paramount 
lmunications  Inc.,  a  much  larger  me- 
conglomerate.  And  at  General  In- 
iment  Corp.,  former  MCI  Communi- 
Dns  President  Daniel  Akerson  is  lead- 
a  push  into  multimedia  ventures, 
ome  of  the  ax-wielding  outsiders 
en't  done  too  shabbily,  though.  Con- 
ir  Lawrence  A.  Bossidy  at  AlliedSig- 
Inc.  and  Stanley  C.  Gault  at  Good- 
r  Tire  &  Rubber  Co.,  who  joined 
r  respective  companies  in  1991.  Both 
lediately  took  aim  at  the  bloated 
s  and  bad  habits  that  were  hobbling 
r  industrial  companies. 
L  slashing.  Bossidy  laid  out  a  broad 
mcturing  that  included  extensive 
>ffs,  plant  closings,  and  asset  sales 
a  after  starting  work  in  July  1991. 
payoff:  Profits  were  up  22%  to  $319 
ion  in  this  year's  first  half,  though 
s  dropped  2%,  to  just  under  $6  bil- 
.  Even  better  for  shareholders,  Al- 
Signal's  stock  price  has  more  than 
bled,  to  7VA,  on  Bossidy's  watch, 
it  Goodyear,  Gault  quickly  lightened 
company's  heavy  debt  load,  picked 
he  pace  of  new-product  introductions, 
added  new  distribution  while  contin- 
f  to  ratchet  down  costs  with  job  cuts, 
■he  first  half  of  this  year,  Goodyear 
inued  to  make  gains,  increasing  its  in- 
e  before  accounting  charges  by  30%, 
225  million,  on  flat  sales  because  of  di- 
itures.  The  stock  price  under  Gault  is 
167%,  to  te%. 


Among  this  year's  crop  of  outsiders, 
Lou  Gerstner  at  IBM  is  also  running  a 
tighter  ship.  Three  months  into  his  new 
job,  Gerstner  announced  35,000  new  job 
cuts  and  widespread  office  closings.  And 
while  he  is  getting  up  to  speed  on  IBM's 
technology,  customers,  and  markets,  IBM 
will  lose  an  estimated  $8.3  billion  this 
year,  mostly  in  restructuring  charges, 
according  to  Salomon  Brothers  analyst 
John  B.  Jones  Jr.  Still,  Jones  sees  IBM 


climbing  into  the  black  next  year,  with 
an  estimated  profit  of  $1.4  billion. 

Though  he  hasn't  provided  any  de- 
tails, Wall  Street  expects  new  CEO  Mi- 
chael H.  Jordan  to  embark  on  a  similar 
strategy  at  Westinghouse  Electric  Co. 
Jordan,  who  has  hinted  at  possible  cuts, 
prides  himself  on  the  "ruthless  logic"  he 
brings  to  his  new  job.  A  veteran  of 
McKinsey,  PepsiCo,  and  the  Clayton  Du- 
bilier  &  Rice  leveraged  buyout  firm,  Jor- 
dan regards  himself  as  a  turnaround  art- 
ist. His  specialty:  "how  to  cut  through 
emotions  and  people's  opinions  and  get 
down  to  the  facts." 

Like  plenty  of  previous  management 
trends,  of  course,  outsider  mania  is 
starting  to  raise  the  sort  of  dust  asso- 
ciated with  thundering  herds.  Direc- 
tors, knowing  they'll  win  applause  from 
Wall  Street,  "impulsively  turn  to  the 
outside,  disparaging  inside  candidates 
too  quickly,"  says  Emory  University 
management  professor  Jeffrey  A.  Son- 
nenfeld.  In  so  doing,  they  may  drive 
away  seasoned  top  managers— the  ones 
with  critical  knowledge  of  the  company, 
its  products,  and  markets.  And  those  al- 
ienated executives  are  themselves  mov- 
ing on  to  other  companies  as  outsid- 
ers, joining  the  great  corporate  diaspora 
of  itinerant  managers. 
morale  buster.  Whether  they're  em- 
pire-builders or  cost-busters,  those  roving 
executives  aren't  necessarily  the  cure- 
all  for  corporate  ills.  Sometimes,  there  is 
no  quick  fix.  Though  Westinghouse  has 
shed  its  troubled  financial  arm,  which 


Barry 
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QVC  NETWORK 

His  appointment 
got  a  warm 
hand  from  the 
Street.  But 
Diller  is  not  the 
stereotypical 
hatchet  man.  In 
the  midst  of  an 
ambitious  expan- 
sion plan,  he  is 
taking  aim  at 
Paramount 
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long  bore  the  blame  for  the  company's 
poor  performance,  it  is  stuck  with  a  tired 
portfolio  of  mature  businesses,  such  as 
nuclear  power  plant  construction.  Rather 
than  making  promises  of  quick  results,  a 
somber  Jordan  informed  shareholders  in 
September  that  Westinghouse's  third- 
quarter  earnings  would  be  down  50% 
from  dismal  year-earlier  results.  Worse, 
he  acknowledged  that  a  turnaround  will 
require  a  good  deal  more  corporate  pain. 

The  introduction  of  an  outsider  may 
also  create  new  challenges  for  compa- 
nies. Naturally,  an  outside  ceo  has  to 
build  the  trust  of  his  lieutenants  and 
other  employees.  Jerry  A.  Grundhofer, 
who  left  his  job  as  BankAmerica  vice- 
chairman  and  was  named  CEO  of  Cincin- 
nati's Star  Banc  Corp.  in  May,  notes 
that  "when  I  talk  to  someone,  they  don't 
know  me.  They're  evaluating  me:  Am  I 
a  demagogue,  or  am  I  fair?"  Grundhofer, 
who  was  chosen  over  two  insiders,  is 
trying  to  inject  a  more  aggressive  sales 
culture  into  the  already  solid  company. 
But  he  doesn't  care  for  the  outsider  la- 
bel. "I  hate  that  word.  It's  like  Clint 
Eastwood  coming  in  with  guns  blazing. 
[Employees]  start  off  being  intimidat- 
ed. I  don't  like  that." 
FREE  AGENTS?  Like  it  or  not,  key  execu- 
tives who  were  passed  over  to  make 
room  for  the  outside  ceo  often  leave, 
sapping  the  company  of  crucial  talent. 
For  example,  when  Campbell  Soup  Co. 
hired  outsider  David  W.  Johnson  as  CEO 
in  1990,  it  passed  over  both  its  CFO  and 
its  executive  vice-president,  who  had 
been  co-CEOs  of  the  company  before 
Johnson  arrived.  CFO  Edwin  L.  Harper 
quit  19  months  afterward;  Herbert  M. 
Baum,  Campbell's  ace  marketer  who 
shares  some  of  the  credit  for  engineering 
Campbell's  turnaround,  left  in  June  to 
become  an  outside  CEO  himself.  He  now 
heads  Quaker  State  Corp. 


And  outsiders  fee. 
ing  their  way  around 
in  new  markets  can 
often  make  disastrous 
moves.  When  Martin 
F.  C.  Emmett  joined 
Tambrands  Inc.  as 
ceo  in  1989,  the  for- 
mer boss  of  Interna- 
tional Nabisco  Brands 
Inc.  promised  share- 
holders annual  earn- 
ings growth  of  more 
than  15%.  He  deliv- 
ered—for a  time— by 
drastically  raising  the 
price  of  Tampax,  the 
company's  only  re- 
maining product, 
while  slashing  mar- 
keting spending.  But 
it  was  a  fatal  mis- 
step. Tambrands' 
market  share  sank 
from  00%  to  51%. 
Emmett  was  ousted 
by  the  board  on  June 
1.  The  company  is 
now  CEO-less  while 
the  board  searches 
for  a  replacement. 

They  will  probably 
have  little  trouble 
finding  one.  Thanks 
to  the  current  rage 
for  outsiders,  top  ex- 
ecutives are  more  and  more  willing  to 
jump  from  company  to  company.  "This  is 
not  unlike  star  players  switching  teams," 
says  Jeffrey  Heilpem  of  Delta  Consulting 
Group  Inc.,  which  counsels  companies 
with  new  leaders.  "We're  starting  to 
have  the  equivalent  of  a  free-agency  sys- 
tem. People  are  realizing  that  their  capa- 
bilities are  portable." 

Unfortunately,  the  new  fickleness  of 


Louis  V. 
Gerstnei 

IBM 

In  classic  out- 
sider fashion, 
Gerstner  took 
ax  to  Big  Blue 
big  bloat  and 
hasn't  stoppec 
swinging  yet. 
One  analyst 
says  IBM  may 
show  a  profit 
next  year 
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More  an  empire- 
builder  than  a 
cost-cutter, 
Harper  built 
up  ConAgra 
from  a 

commodity-food 
processor  to 
a  giant  in 
branded  goods 


CEOs  may  mean  some  second-tier 
panies  will  be  repeatedly  jilted. 
Stride   Rite   Corp.,   the  Cambr 
(Mass.)  shoe  company  that  has  se 
string  of  CEOs  brought  in  to  succ 
longtime  Chairman  Arnold  S.  Hi 
Ronald  J.  Jackson,  now  head  of  Fis; 
Price  Inc.,  was  hired  twice  to  run 
company  but  each  time  left  within 
months  to  take  better  jobs.  The  n 
recent  CEO,  Ervin  R.  Shames,  left  a 
a  year  to  run  Borden  Inc.  Meanwl 
Stride  Rite  is  suffering:  Revenues 
earnings  have  been  slipping— altho 
not  as  fast  as  the  stock  price,  whicl 
down  37%  so  far  this  year,  to  14. 

How  long  will  the  outsider  craze  Is 
As  the  economy  picks  up  and  sales  e\ 
tually  rise,  management  experts  say 
rectors  won't  feel  as  much  pressure 
overhaul  top  management.  But  if  1 
year's  crop  of  empire-builders  fare 
well  as  the  ax-wielders  of  a  couple 
years  ago,  boards  aren't  likely  to  sh 
the  outsider  bug.  Indeed,  top  executi 
may  have  to  get  used  to  keeping 
eye  on  the  bottom  line  and  the  ot. 
on  the  open  road. 

By  Elizabeth  Lesly  in  New  York,  u 
Zachary  Schiller  in  Cincinnati,  Step 
Baker  in  Pittsburgh,  Geoffrey  Smith 
Boston,  and  bureau  reports 
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Wherewillallthe 
mart  roads  and  smart  cars 
get  their  intelligence? 


By  the  early  21st  century,  your 
ir  will  be  equipped  with  an 
ectronic  map  that  will  navigate 
)u  through  traffic.  A  computerized 
)ice  will  direct  you  as  you 
ive.  Electronic  road  signs  will 
arn  you  of  traffic  congestion  and 
iggest  alternate  routes.  Traffic 
gnals  will  automatically  adjust 
1  the  ebb  and  flow  of  cars. 
This  is  no  passing  fancy.  The 
chnology  is  already  here.  And 
iuch  of  it  is  coming  from  com- 
mies located  in  Fairfax  County. 


The  network  of  satellites,  sensors, 
onboard  computers  and  guidance 
systems  that  will  make  intelligent 
highways  and  vehicles  work 
are  by-products  of  technologies 
that  these  companies  developed  for 
the  national  defense. 

Further,  the  policies  that  will 
be  used  to  deploy  this  technology 
are  being  developed  at  Fairfax 
County's  George  Mason  University. 

Smart  ideas  like  smart  cars 
and  smart  roads  are  why  smart 
companies  mo\e  lo  Fairfax  County 


If  you  want  to  compete  in 
the  21st  century,  it's  the  best  route 
you  can  take. 

i  1 

Please  sent/  me  more  information  on  the  business 
advantages  of  Fairfax  County. 

i  \atne  I 

!  Title  ! 

1  Company  I 

|  tddress  ! 

'  City  State  1 

I  Zip  Phone  | 

Fairfax  County  Economic  Development  Authority 
,  8300  limine  Boulevard,  Suite  4)0,  I  ienna,  I  irginia  221X2 
I  Telephone  703-790-0600,  Fax  703  X93-1269            m  |0  | 
I  1 


•airfax  County,  Virginia.  The  21st  Century  Is  Here. 


The  Corporate  Elite 


■ 


PORTRAIT 
OF  A  CEO 


WHAT'S  THE  TYPICAL  BOSS  LIKE?  HERE  ARE  THE  VITAL  STATISTICS 


I  t's  hard  to  think  of  Rob- 
I  ert  L.  Crandall  as  aver- 
0  age.  But  the  feisty,  blunt- 
spoken  chief  executive  of  AMR 
Corp.  comes  darn  close  to 
matching  the  profile  of  the 
typical  boss  at  a  BUSINESS 
WEEK  1000  company.  He  has 
spent  20  years  at  his  compa- 
ny—nine as  CEO.  And  he  rose 
through  the  ranks,  serving 
stints  in  finance  and  market- 
ing. Crandall  is  57  and  mar- 
ried, with  three  kids.  Born  in 
Westerly,  R.  I.,  he  has  an 
undergraduate  degree  in  busi- 
ness administration  and  went 
on  to  earn  his  MBA  at  Whar- 
ton School.  Unfortunately, 
when  it  comes  to  his  pay- 
check, he  veers  below  the 
norm:  his  salary  isn't  great 
by  ceo  standards,  just 
8626,000. 

The  typical  CEO  in  this 
year's  Corporate  Elite  isn't 
much  different.  His  average 
age  is  56,  and  the  length  of 
time  in  the  top  job  is  8.5 
years,  with  an  average  com- 
pany tenure  of  21  years. 
Chances  are  the  CEO  is  male, 
white,  and  Protestant— al- 
though there  are  three  fe- 


males on  this  year's  Corpo- 
rate Elite  roster.  Linda  J. 
Wachner  of  Warnaco  Group 
Inc.  and  Carol  A.  Bartz  of 
Autodesk  Inc.  were  on  last 
year's  list.  The  newcomer: 
Jane  C.  I.  Hirsh  of  Copley 
Pharmaceutical  Inc.,  whose 
rising  market  value  propelled 
it  onto  the  Top  1000  list  this 
year. 

The  average  ceo  is  also 
well-educated.  Fully  90%  have 
college  degrees,  with  505  hav- 
ing gone  on  for  graduate  de- 
grees—mostly MBAs.  But  that 
doesn't  mean  they  were  nec- 
essarily bookworms:  218 
played  varsity  sports,  with 
football  being  the  preferred 
activity. 

Where  do  CEOs  come  from? 
Most  were  born  in  the  North- 
east and  the  Midwest.  New 
York  again  tops  the  list:  136 
of  the  Corporate  Elite  are  na- 
tives of  the  Empire  State.  Il- 
linois ranked  second,  with  78 
CEOs.  Pennsylvania  was  third, 
with  63. 

For  a  more  detailed  look 
at  the  performances  and  pas- 
times of  Crandall  and  his  ilk, 
read  on: 


DIPLOMAS 


Go  Bulldogs!  Yale  Univer- 
sity, which  has  tradition- 
ally produced  the  most  CEos 
in  the  Corporate  Elite,  again 
topped  the  list  of  colleges. 
There  are  29  Yalies  among 
this  year's  business  week 
1000  chieftains.  The  more  il- 
lustrious alumni  include  Ro- 
berto Goizueta  of  Coca-Cola, 
Frederick  Smith  of  Federal 
Express,  and  Richard  Gelb  of 
Bristol-Myers  Squibb. 

Princeton  was  close  behind, 
with  28.  Other  leading  CEO 
factories:  Harvard,  with  23; 


Cornell,  19;  and  Wharton,  19. 
Of  course,  not  every  CEO 
came  from  the  Ivy  League. 
The  City  College  of  New 


York  turned  out  11.  The  best- 
known  among  its  grads  is 
Andrew  Grove  of  Intel  Corp. 

Engineering  was  the  most 
popular  major  among  CEOs, 
followed  by  economics.  But 
not  everyone  wanted  such  a 
practical  education.  This 
year's  Corporate  Elite  counts 
no  fewer  than  four  philoso- 
phy majors.  The  most  not- 
able: Ronald  E.  Compton  of 
Aetna  Life  &  Casualty. 

Slightly  more  than  half  of 
the  Top  1000  CEOs  went  on 
to  receive  graduate  degrees. 
Here,  Harvard  was  the  pre- 
ferred choice,  with  99  CEOs 
having  trooped  through  the 
crimson  corridors.  Stanford 


University  comes  in  n|6 
with  23  grads,  and  Massal 
setts  Institute  of  Techno! 
claims  19.  Not  surprisir| 
most  postgraduates  soil 
mbas.  The  next  most-popl 
choice:  law. 

Some  24  CEOs  on  si 
year's  list  never  went  tol 
lege  at  all.  Some  69  ol 
executives  went  to  colli 
but  left  without  getting  ai 
gree.  Barry  Diller  of  g 
Network  Inc.  dropped  oul 
Stanford  and  then  the  I 
versity  of  California  at  I 
Angeles  before  taking  a| 
in  the  mail  room  of  the  1 
liam  Morris  talent  agencj 
Los  Angeles. 


REPORT  CARD 


This  year's  crop  seems  to 
be  doing  a  better  job 
than  last  year's.  The  me- 
dian business  week  1000 
company  reported  an  18.5% 
increase  in  net  income,  to 
$75  million  in  1992,  as  sales 
climbed  by  a  modest  5.3%, 
to  $1.6  billion.  In  1991,  earn- 
ings for  the  median  Top  1000 
company  tumbled  9.5%,  as 
sales  rose  6.2%. 

Philip  Morris  Cos.  claims  the 
prize  as  the  most  profitable, 
with  earnings  of  $4.9  billion. 
It's  followed  by  Exxon  Corp. 
with  $4.8  billion.  As  for  the 
losers,  IBM  claims  the  dismal 
prize.  Big  Blue  posted  a 
staggering  $6.9  billion  in  red 
ink  last  year.  Another  not- 
able loser  was  General  Mo- 
tors Corp.  The  biggest  com- 
pany, in  terms  of  sales,  lost 
$2.6  billion.  Sears,  Roebuck 
&  Co.  was  close  behind,  with 
a  loss  of  $2.57  billion. 

How  did  the  Top  1000 
company  with  the  smallest 
sales  do?  Pretty  well:  Taub- 


man  Centers  Inc..  a 
tate  investment  trust  w 
$1.92  million  in  revenu 
earned  an  astonishing  $ 
million. 

It's  clear  that  the  st< 
market  has  been  pleased 
the  performance  of  m 
members  of  the  BUSIN1 
WEEK  1000.  Median  marl 
capitalization  rose  32.7%, 
$1.74  billion. 

American  Telephone 
Telegraph  Co.  had  the  la 
est  market  capitalizati* 
with  $84.5  billion,  up  4 
in  1992.  Other  market-va 
monoliths    were  Gene 


64  BUSINESS  WEEK/OCTOBER  1  1,  1993 


THE  CORPORATE 


dric,  Exxon,  Wal-Mart 
res,  and  Coca-Cola.  On 
opposite  end  of  the  spec- 
m  resides  Argosy  Gam- 
,  at  $633  million. 
Excluding  Berkshire  Hath- 


away Inc.,  recently  trading 
at  a  lofty  $16,800  a  share,  the 
composite  stock  price  of  the 
Top  1000  rose  to  $39.51  from 
$38.44.  Price-earnings  ratios 
fell  to  24  from  25. 


COMPENSATION 


.  etter  performance  de- 
1  serves  better  pay,  right? 
eed,  the  average  pay  for 
nbers  of  the  Corporate 
,e  is  climbing  at  a  quicker 
e  nowadays.  In  1992,  the 
rage  CEO  earned  $984,000 
salary  and  short-term  bo- 
es,  excluding  stock  options 

dividends.  That's  a  16.3% 
;e— attractive  by  most 
idards  and  even  more 
erous  considering  that 
s  had  to  make  do  with  a 
'c  pay  increase  in  1991. 
'he  fattest  paycheck  went 
lames  E.  Cayne  of  Bear 
arns  Cos.,  who  earned 
.7  million  last  year  in  sal- 

and  bonus.  Incidentally, 
;  is  Cayne's  inaugural 
r  among  the  Corporate 

e.  He  took  over  from 
irman  Alan  C.  Greenberg 
fuly.  Stephen  C.  Hilbert 
Conseco  Inc.  was  the  sec- 
-highest  paid,  with  $8.7 
lion.  Walt  Disney  Co.'s 
hael  D.  Eisner  was  third, 
17.5  million.  In  all,  75  CEOs 
le  salaries  of  at  least  $2 
ion  in  1992.  And  no  fewer 
n  345  CEOs  managed  at 


least  $1  million.  With  a  sala- 
ry of  $3.2  million,  Warnaco's 
Wachner  remains  the  high- 
est-paid female  CEO.  At  the 
other  end  of  the  pay  scale, 
four  chiefs  made  less  than 
$100,000,  including  Dennis  R. 
Hendrix  of  Panhandle  East- 
ern Corp.  He  earned  a  paltry 
$23,000  last  year-excluding 
stock,  of  course. 

Among  industries,  con- 
glomerates and  financial  ser- 
vices paid  their  ceos  the 
most,  averaging  $1.7  million 
and  $1.5  million,  respective- 
ly. If  earning  big  bucks  is  one 
of  your  primary  concerns, 
stay  away  from  utilities: 
They  were  the  stingiest,  with 
pay  averaging  $563,000. 


REER  PATH 


I  ow  does  an  executive 
I  make  it  to  the  corner  of- 
?  As  in  previous  years, 
■e  CEOs  started  out  in  fi- 
fe and  accounting  than  in 
other  area.  Indeed,  21% 
his  year's  Corporate  Elite 
nched  numbers  at  one 
?.  Marketing  was  the  sec- 
-most-popular  route  to  the 
-19%  are  former  market- 
5.  There  are  less  conven- 
al  career  paths:  David  R. 
•de  of  Norfolk  Southern 
p.  started  off  as  a  tax  at- 
ley  in  1965. 

tegardless  of  experience, 
a  long  haul  to  the  top  job. 

average,  CEOs  spent  13 
rs  at  their  companies  be- 
■  capturing  the  corner  of- 
.  It  takes  even  longer  in 

aerospace  industry:  18 
rs.  Dennis  Weatherstone 
f.  P.  Morgan  Co.  waited 


longer  than  any  other  CEO. 
He  toiled  away  for  44  years 
before  claiming  his  prize  four 
years  ago.  Silicon  Valley  exec- 
utives would  shudder  at  the 
idea:  CEOs  in  the  computer 
industry  have  worked  for 
their  companies  only  six 
years.  Sometimes  the  wait  is 
even  shorter.  Eric  A.  Benha- 
mou  took  over  at  3Com  Corp. 
in  1990  after  joining  the  com- 
pany three  years  earlier. 


THE     NEW  CEOs 


There  are  91  newly 
crowned  CEOs  among  the 
Corporate  Elite.  Most  took 
over  from  retiring  chiefs.  Two 
of  the  most  notable  rookies 
reached  the  top  in  the  oil 
patch:  Lee  Raymond,  who 
took  the  baton  at  Exxon 
when  Lawrence  Rawl  retired 
in  May,  and  Alfred  DeCrane 
Jr.,  who  replaced  the  retir- 
ing James  Kinnear  at  Texaco 
in  April. 

On  average,  the  new  guys 
have  taken  over  at  corpora- 
tions that  are  bigger  than  the 
typical  BUSINESS  WEEK  1000 
company.  The  average  new- 
comer oversees  annual  sales 
of  $7.2  billion  and  net  income 
of  $113  million.  He's  also  pre- 
siding over  a  company  that 
enjoys  a  bigger  market  cap: 
$4.9  billion. 

The  resumes  of  typical 
newcomers  look  slightly  dif- 
ferent than  that  of  the  aver- 
age Top  1000  CEO.  They  have 
spent  an  average  of  13  years 
at  their  companies,  eight 
years  less  than  their  counter- 
parts who  have  been  boss  for 


longer.  Four  of  the  newly 
minted  CEOs  are  graduates  of 
the  U.  S.  Naval  Academy.  At 
$746,000  a  year,  the  novices 
also  earn  24%  less  than  the 
average  ceo. 

And  they're  younger:  a 
sprightly  53  on  average.  The 
youngest  is  35-year-old  Bruce 
C.  Gottwald  Jr.  of  First  Col- 
ony Corp.  He  took  on  the 
top  job  when  the  company 
was  spun  off  from  Ethyl 
Corp.  in  December,  1992. 
The  oldest  among  the  neo- 
phytes is  70-year-old  Neil  H. 
Ashley  of  20th  Century  In- 
dustries Inc.,  who  took  the 
mantle  from  Louis  W.  Fos- 
ter in  September. 


What  do  CEOs  do  in  their 
spare  time?  Play  golf, 
of  course.  Some  41%  of  this 
year's  Corporate  Elite  take 
to  the  links,  while  29%  prefer 
tennis.  But  many  also  prefer 
more  cerebral  pastimes.  Wil- 
liam W.  McGuire  of  United 
Healthcare  Corp.  takes  pride 
in  studying  and  collecting 
butterflies.  John  E.  Jones  of 
CBI  Industries  Inc.  prefers  to 
watch  birds.  Many  other 
bosses  are  passionate  collec- 
tors. Lawrence  Perlman  of 
Ceridian  Corp.  likes  Eskimo 
art,  while  Richard  J.  Mahon- 
ey  of  Monsanto  Co.  collects 
Churchill  memorabilia. 

The  average  chief  execu- 
tive is  also  a  family  man- 
married  with  three  children. 
Some  prefer  bigger  families: 
40  have  six  or  more  kids. 
Lawrence  A.  Bossidy  of 
AlliedSignal  Inc.  and  Victor 
Albert  Rice  of  Varity  Corp. 
have  nine  children  each.  And 
many  aren't  above  a  little 
nepotism:  97  CEOs  have  one 
of  their  children  working  at 
their  company. 

Most  CEOs  were  born  in 


the  U.  S.  But  68  are  natives 
of  other  lands.  Hatim  A. 
Tyabji  of  Verifone  Inc.  was 
born  and  raised  in  Bombay 
before  coming  to  the  U.  S.  to 
attend  graduate  school  in 
electrical  engineering.  Amax 
Gold  Inc.'s  Timothy  J.  Had- 
don  was  born  in  Harare,  Rho- 
desia, now  Zimbabwe,  and 
came  to  the  U.  S.  after  com- 
pleting high  school. 

There's  lots  more  informa- 
tion about  the  Corporate  Elite 
in  the  following  pages.  For  a 
complete  rundown  on  the  de- 
cision-makers at  the  biggest 
U.  S.  companies,  take  a  look. 

By  Sun  it  a  Wadekar  Bhar- 
gava,  with  Fred  F.  Jespersen, 
in  New  York 
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The  Chief  Executives  of  the  Business  Week  1000 
the  most  valuable  publicly  held  U.S.  companies 
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CEO 

ABBOn  LABORATORIES 

DUANE  L.  BURNHAM 

IL 

7852 

1239 

21657 

1/22/42 

MN 

BS,  U.  of  Minn. '63 

MBA,  U.  of  Minn.  72 

Finance 

11 

4 

ACCLAIM  ENTERTAINMENT 

GREGORY  E.  FISCHBACH 

NY 

215 

14 

950 

4/29/42 

WA 

BS,  San  Frontisco  St.  '63  JD,  Col/Hastings  '66 

Legal 

7 

7 

ADAPTEC 

JOHN  G.  ADLER 

CA 

311 

49 

818 

3/17/37 

Hungary 

BS,  U.  of  Miss. '60 

MBA,  Stanford  '71 

Technical 

8 

7 

ADC  TELECOMMUNICATIONS 

WILLIAM  J.  CADOGAN 

MN 

316 

21 

987 

6/29/48 

MA 

BA,  Northeastern  '71 

MBA,  Wharton  '84 

Technical 

6 

2 

ADOBE  SYSTEMS 

JOHN  EDWARD  WARNOCK  CA 

266 

44 

933 

10/6/40 

UT 

BS,  U  of  Utah '61 

MS  '64/PhD  '69, 
U.  of  Utah 

Technical 

11 

5 

ADVANCED  MICRO  DEVICES 

WALTER  JEREMIAH  SANDERS  III  CA 

1514 

245 

2834 

9/12/36 

IL 

BS,  U.  of  III.  '58 

Marketing 

24 

24 

EXECUTIVE  TO  WATCH 

►  Nicknamed  "Hollywood  Jerry"  b 

scause  of  his  lavis 

h  lifestyle,  he  is  getting  some  mixed 

n 

reviews 

these 

days.  Sales  are  booming.  But  shareholc 

ers  have  taken  aim 

at  his  hefty 

compensator 

package,  with  perks  that  include  a  chauffeured  Rolls.  He  also  faces  lawsuits  file 

by  Intel  Corp. 

thatch 

arge  AMD  with  illegally  using  its  technology.  AMD  says  it  has  agreements 

use  Intel's  knowhow. 

Still,  he  promises  to  introduce  a  new  chip  in  1 994. 

ADVANTA 

DENNIS  ALTER 

PA 

342 

48 

1405 

8/16/42 

PA 

BS,  Temple  '66 

Educ/Adm 

24 

21 

AES 

ROGER  W.  SANT 

VA 

401 

56 

1403 

5/24/31 

CA 

BS,  Brigham  Young  '55 

MBA,  Horvord  '60 

Administration 

12 

12 

AETNA  LIFE  &  CASUALTY 

RONALD  EDWARD  COMPTON  CT 

174  9  7 

•5 

6541 

2/10/33 

IL 

BS,  Northwestern  '54 

Insurance 

39 

2 

AFLAC 

DANIEL  P.  AMOS 

GA 

3986 

183 

3377 

8/13/51 

FL 

BS,  U  of  Ga.  73 

Marketing 

20 

3 

AHMANSON  (H.F.) 

RICHARD  H.  DEIHL 

CA 

3656 

156 

2293 

9/9/28 

CA 

AB,  Whirtier  '49 

Col/Berkeley 

Mktg/Finance 

34 

10 

AIR  PRODUCTS  &  CHEMICALS 

HAROLD  A.  WAGNER 

PA 

3217 

277 

4977 

11/12/35 

CA 

BS.  Stanford  '58 

MBA,  Harvard  '63 

Mgmt/Sules 

30 

1 

ALBERTSON'S 

GARY  GLENN  MICHAEL 

ID 

10174 

276 

6866 

9/23/40 

MT 

BS,  U.  of  Idaho  '62 

Finance 

27 

3 

ALC  COMMUNICATIONS 

JOHNM.  ZRNO 

Ml 

376 

14 

723 

8/3/38 

UT 

BSEE,  U.  of  Utah  '61 

MBA,  Penn  Stole '69 

Tech/Finance 

5 

5 

ALCO  STANDARD 

JOHN  E.  STUART 

PA 

4922 

104 

2135 

2/10/44 

CA 

BS,  Pace  80 

MBA,  Poce  '80 

Administration 

8 

0 

ALCOA 

PAUL  H.  O'NEILL 

PA 

9492 

22 

6  63' 

12/4/35 

MO 

BS,  Fresno  St. '60 

MPA,  Indiana '66 

Economics 

6 

0 

ALEXANDER  8,  ALEXANDER  SERVICES 

TINSLEY  H.  IRVIN 

NY 

1350 

55 

1028 

5/30/33 

GA 

BBA,  Ga.  Stale  '55 

Insurance 

40 

6 

ALEXANDER  &  BALDWIN 

JOHN  C.  COUCH 

HI 

731 

61 

1089 

5  10  39 

WA 

BS,  U.  of  Mich. '63 

MS,  U-  of  Mich.  64 
MBA,  Stonford  76 

Tech/Ops 

17 

1 

ALLEGHANY 

JOHN  J.  BURNS  JR. 

NY 

1788 

64 

966 

6/27/31 

MA 

BS,  Boston  Coll.  '53 

MBA,  Harvard  '55 

Finance 

25 

1 

ALLEGHENY  LUDLUM 

ROBERT  PETER  BOZZONE  PA 

1036 

47 

1514 

8/9/33 

NY 

BS,  RPI  '55 

Production 

38 

3 

ALLEGHENY  P  >WfR  SYSTEM 

KLAUS  BERGMAN 

NY 

2307 

222 

3130 

5/24/31 

Germany 

AB,  Columbia  '53 

LLB,  Columbia '55 

Legal 

22 

8 

ALLERGAN 

WILLIAM  C.  SHEPHERD 

a 

898 

106 

1500 

7/21/38 

CA 

BS,  Col/Berkeley  '63 

MBA,  Pepperdine  76 

Reseorch/Prodn 

27 

2 

ALLIEDSIGNAL 

LAWRENCE  A.  BOSSIDY 

NJ 

12042 

535 

10403 

3/5/35 

MA 

BA,  Colgate  '57 

Finance 

2 

2  : 

ALLMERICA  PROPERTY  &  CASUALTY 

JOHN  F.  O'BRIEN 

MA 

1923 

134 

1191 

Age  50 

MA 

AB,  Horvord  '65 

MBA,  Harvard  '68 

Finance 

4 

4 

ALLSTATE 

WAYNE  E.  HEDIEN 

IL 

20228 

-500 

11536 

2/15/34 

IL 

BSME,  Northwestern  '56  MBA,  Northwestern  '57 

Finance 

27 

4 

ALLTEL 

JOE  T.  FORD 

AR 

2092 

229 

5368 

6/24/37 

AR 

BSBA,  U.  of  Ark.  '59 

Finance 

3-5 

6 

ALZA 

ERNEST  MARIO 

CA 

229 

72 

1606 

6/12/38 

NJ 

BS,  Rutgers  '61 

MS '64/PhD '66,  U.  of  R.I. 

Technical 

0 

D 

A  MAX 

ALLEN  BORN 

NY 

3698 

-148 

2185 

7/4/33 

CO 

BS,  U.  Tex./EI  Paso  '58 

Technical 

26 

8 

A  MAX  GOLD 

TIMOTHY  J.  HADDON 

CO 

100 

13 

642 

11/26/48 

Zimbabwe 

BS,  Colo.  Mines '68 

Technical 

17 

4 
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PHILLIP  B.  LASSITER 

NY 
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8/11/43 

MO 
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Finance 
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DA  HESS 

LEON  HESS 

NY 

58/5 

8 

5012 

3.  13/14 

NJ 

Mktg/Entrepreneur  47 

28 

300 

'AN  BRANDS 

WILLIAM  J.  ALLEY 

CT 

8810 

884 

6276 

12/27/29 

TX 

BBA,  U.  of  Okla,  '51 

JD.U.of  Okla. '54 

Insurant f 

15 

6 

2018 

CAN  CYANAMID 

ALBERT  J.  COSTELLO 

NJ 

5268 

395 

4863 

9/4/35 

NY 

BS,  Fordham  '57 

MS,  NYU  '64 

Technical 

36 

0 

751 

CAN  ELECTRIC  POWER 

E.  LINN  DRAPER  JR. 

OH 

5045 

528 

7128 

2/6/42 

rx 

BS,  Rice '65 

PhD,  Cornell  '70 

Tech/Educ 

2 

0 

405 

CAN  EXPRESS 

HARVEY  GOLUB 

NY 

26961 

436 

15728 

4/16,  39 

NY 

BS,  NYU  '61 

Monagemenl 

9 

1 

1557 

CAN  GENERAL 

HAROLD  SWANSON  HOOK 

TX 

460? 

533 

7542 

10/10/31 

MO 

BS,  U.  of  Mo. '53 

MA,  U.  of  Mo  '54 

Finance 

23 

15 

1715 

CAN  GREETINGS 

MORRY  WEISS 

OH 

1672 

112 

2148 

5/1/40 

Czech. 

BA,  Case  Western  '64 

Marketing 

32 

6 

970 

'in  homf  products 

JOHN  R.  STAFFORD 

NY 

7874 

1151 

19/88 

10/94/37 
iu/  n/  oi 

PA 

AH  nirkimnn  59 

1 1 R  On  Wn'hinnlnn  '67 

Legol/Mgmt 

23 

/ 

2040 

AN  INTFRNATinNAI  GROUP 

MAURICE  RAYMOND  GREENBERG 

NY 

19441 

1625 

30483 

S74/71; 
J/  ^/  ij 

NY 

f  prl    II  nf  Minmi  MR 

veil-,  U  Ul  IVIIUIH  40 

MR  NY  "ill 

Insurance 

33 

26 

2247 

'AN  MFDICAI  HfliniNfA 

-Ait  fllCUIV-ML  nULUIIlUJ 

ROBERT  W  O'LEARY 

TX 

2238 

110 

1047 

12/3/43 

MA 

RS  II  ul  Mn«  '65 

Dj    U   Ul  IVIU)  .     0  J 

MA  NY  Inw'fcfl 

IllH,  11. 1.  LUW  UQ, 

JD,  Suffolk '73 

Health  core 

2 

2 

1626 

CAN  NATIONAL  INSURANCE 

ROBERT  L.  MOODY 

rx 

1318 

177 

1483 

7/28/35 

TX 

Finance 

11 

2 

2224 

:an  power  conversion 

RODGER  B.  DOWDELl  JR. 

Rl 

157 

28 

1921 

4/23/49 

Rl 

BSEE,  Brown  '71 

MSEE,  U  of  R.I.  '75 

Technical 

9 

8 

659 

AN  PRESIDENT 

JOHN  M.  LILLIE 

CA 

2574 

78 

664 

2/2/37 

IL 

BS,  Stanford  '59 

MS/MBA,  Stanford  '64 

Management 

3 

2 

932 

IAN  RE 

EDWARD  B.  JOBE 

NJ 

1189 

97 

1682 

11/24/29 

IA 

Mktg/Finance 

30 

/ 

918 

CAN  STORES 

VICTOR  L  LUND 

UT 

19051 

206 

3167 

10/13/47 

UT 

BA,  U  of  Utah  '69 

MBA,  U.  of  Utah  72 

Finance 

16 

1 

1009 

CAN  TELEPHONE  &  TELEGRAPH 

ROBERT  E.  ALLEN 

NY 

64904 

3807 

84525 

1/25/35 

MO 

BA,  Wabash  '57 

Operations 

36 

5 

2258 

:an  water  works 

GEORGE  W.  JOHNSTONE 

NJ 

65/ 

68 

912 

9/9/38 

NY 

BS,  Penn  Stale  '60 

Technical 

2/ 

2 

352 

ECH 

WILLIAM  LEE  WEISS 

IL 

11153 

1346 

22817 

5/21/29 

PA 

BS,  Penn  Slate  51 

Technical 

10 

10 

1434 

i 

GORDON  M.  BINDER 

CA 

1093 

358 

4861 

9/4/35 

MO 

BS  Purdue  5/ 

MBA,  Harvard  '62 

Finance 

11 

5 

807 

1 

H.  LAURANCE  FULLER 

IL 

25280 

850 

28010 

11/8/38 

11 

BS,  Cornell  '61 

JD,  DePoul'65 

kh/Prodn/Legal  32 

3 

1223 

WILLIAM  J.  HUDSON 

PA 

3337 

290 

6792 

5/20/34 

IL 

BEE,  Cornell '57 

Drexel 

Technical 

32 

1 

517 

ROBERT  L.  CRANDALL 

TX 

14396 

-475 

5121 

12/6/35 

Rl 

BS  U  of  R 1  57 

MBA,  Whorton  '60 

Mktg/Finance 

20 

9 

626 

ITH  BANCORPORATION 

JOHN  W.  WOODS 

AL 

830 

102 

1401 

8/18/31 

IL 

BA,  U  of  the  South  '54 

Banking 

24 

22 

790 

RKO  PETROLEUM 

ROBERT  J.  ALLISON  JR. 

rx 

375 

27 

2568 

1/29/39 

IL 

BS,  U  of  Kan. '60 

Technical 

20 

/ 

1059 

G  DEVICES 

RAY  STATA 

MA 

567 

15 

1138 

11/12/34 

PA 

BS  MIT  5/ 

MS,  MIT '58 

Mklg/Mgmt 

28 

23 

546 

SER-BUSCH 

AUGUST  A.  BUSCH  III 

MO 

11394 

994 

12/86 

6/16/37 

MO 

U  of  Ariz 

Siebel  Tech  '61 

Marketing 

36 

14 

2014 

PATRICK  G.  RYAN 

IL 

3337 

206 

3673 

5/15/37 

Wl 

BS,  Northwestern  '59 

Mktg/Soles 

11 

11 

1071 

RAYMOND  PLANK 

rx 

423 

48 

1662 

5/29/22 

MN 

BA,  Yale '44 

Oil  &  gas 

39 

15 

900 

COMPUTER 

MICHAEL  H.  SPINDLER 

CA 

7087 

530 

3064 

12/22/42 

Germany 

MS,  Rhein.  Sachhoch.  '66 

Technical 

13 

0 

1127 

EXECUTIVE  TO  WATCH 

►  He  was  promoted  to  CEO  in  June,  but  there's  been  no  time  for  champagne.  Apple  had  its 
biggest  quarterly  loss  ever~$  1 88  million  in  June.  He  hopes  sluggish  Mac  sales  will  improve  after 
price  cuts  in  July.  Still,  the  Newton  handheld  communicator  is  off  to  a  rocky  start.  But  wait  till  next 
year:  A  whole  new  line  of  Macs  based  on  the  speedy  IBM-Apple-Motorola  PowerPC  chip  is  due  in 
March. 


)  MATERIALS 

JAMES  C.  MORGAN 

a 

751 

39 

2713 

8/27/38 

IL 

BS,  Cornell  '62 

MBA,  Cornell  '63 

Tech/Finance 

1/ 

1/ 

761 

t  DANIELS  MIDLAND 

DWAYNE  O.  ANDREAS 

IL 

9232 

504 

7677 

3/4/18 

MN 

Wheaton 

Marketing 

?/ 

23 

2/79 

HEMICAL 

ALAN  R.  HIRSIG 

PA 

3098 

197 

3971 

9/30/39 

Wl 

BS,  III.  Tech '61 

Technical 

32 

3 

716 

AUT  GROUP 

CHARLES  EMIL  RINSCH 

a 

470 

86 

859 

6/28/32 

IN 

BS,  Indiana  '53 

MS,  Butler  '59; 
MBA,  Stanford  '60 

Finance 

28 

6 

520 

Y  GAMING 

J.  THOMAS  LONG 

IL 

58 

15 

638 

6/3/50 

IL 

BS,  SMU  72 

JD,  SMU  76 

Legal 

2 

1 

197 

T.  MILTON  HONEA 

TX 

2744 

6 

1085 

1/14/33 

AR 

BS,  Col/Berkeley  '56 

MBA,  Harvard  '58 

Production 

9 

1 

346 

ROBERT  L.  PURDUM 

NJ 

2074 

-421 

727 

6/15/35 

OH 

BS,  Purdue '56 

Technical 

31 

3 

550 

<ONG  WORLD  INDUSTRIES 

GEORGE  A.  LORCH 

PA 

2550 

-62 

1411 

12/16/41 

NJ 

BS,  Va.  Polytechnic  '63 

Marketing 

30 

0 

299 

'  ELECTRONICS 

STEPHEN  P.  KAUFMAN 

NY 

1622 

50 

1228 

11/19/41 

MA 

BS,  MIT  '63 

MBA,  Harvard  '65 

Consulting 

11 

/ 

959 

INDUSTRIES 

BYRON  O.  POND 

IN 

1890 

40 

69/ 

7/6  36 

Ml 

BS,  Wayne  St. '61 

Mktg/Prodn 

25 

0 

547 

) 

RICHARD  DeJ.  OSBORNE 

NY 

1908 

-29 

806 

3  19  34 

NY 

AB,  Princeton  '56 

Finance 

19 

8 

813 

ID  OIL 

JOHN  RICHARD  HALL 

KY 

9592 

-68 

1949 

11/30/32 

TX 

BS,  Vanderbilt  55 

Production 

36 

12 

728 

ATED  COMMUNICATIONS 

JACK  NEVILLE  BERKMAN 

PA 

56 

4 

908 

2/12/5 

England 

AB,  U.  of  Mich.  '26 

JD,  Harvard  '29 

Legal/Communs 

15 

15 

400 

LPITAL 

THOMAS  C.  WAJNERT 

NJ 

1199 

112 

1195 

5/9/43 

IL 

BS,  III.  Tech  '65 

MBA,  SMU  '66 

Management 

9 

8 

526 

\  GAS  LIGHT 

DAVID  R.  JONES 

GA 

995 

55 

947 

5/22/37 

GA 

BS  Go  Tech '59 

Technical 

33 

6 

438 

IC  ENERGY 

JERROLD  L.  JACOBS 

NJ 

817 

104 

1320 

5/21/39 

NY 

BS,  NCE  '61 

Tech/Prodn 

32 

0 

278 

IC  RICHFIELD 

LODWRICK  MONROE  COOK 

CA 

17503 

1193 

18404 

6/17/28 

LA 

BS'50/BS'55,  LSU 

MBA,  SMU '65 

Mktg/Prodn 

3/ 

8 

1870 

IC  SOUTHEAST  AIRLINES 

GEORGE  F.PICKETT  JR. 

CA 

236 

3/ 

1078 

3/7/41 

AL 

BA,  U.  of  Tex.  '67 

MBA,  Go.  Stole  72 

Tech/Mktg 

14 

14 

340 

;sk 

CAROL  A.  BARTZ 

CA 

368 

44 

1121 

8/28/48 

MN 

BS,  U.  of  Wis. '71 

Soles/Mktg 

1 

1 

543 

ATIC  DATA  PROCESSING 

JOSH  S.  WESTON 

NJ 

1941 

256 

6782 

12/22/28 

NY 

BS,  CCNY'50 

MS,  U.  New  Zealand '51 

Operations 

23 

1! 

949 

)NE 

JOSEPH  R.  HYDE  III 

TN 

1002 

63 

3751 

12/27/42 

TN 

BS,  U.  ofN.C.'65 

Distribution 

14 

14 

1044 

)ENNISON 

CHARLES  D.  MILLER 

CA 

2623 

80 

1540 

3/1/28 

CT 

BA,  Johns  Hopkins '49 

Mktg/Prodn 

29 

16 

1180 

PORATE  ELITE 
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HDD 

SALE! 

PROFITS 

MKT  VAl. 

TENUR 

-  F 

COMPANY 

CEO 

IOC 

S  MIL 

SMIl 

S  MIL 

BORN 

P  KE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

AVNET 

LEON  MACHIZ 

NY 

1759 

51 

1394 

6/23/24 

NY 

Cooper  Union 

Marketing 

25 

AVON  PRODUCTS 

JAMES  EDWARD  PRESTON 

NY 

3810 

175 

4225 

4/30/33 

OH 

BS,  Northwestern  '55 

Marketing 

29 

Baker  hughes 

JAMES  D.  WOODS 

TX 

2539 

5 

3864 

7/24/31 

KY 

BA,  Cal/Fullerton  '67 

Cal/Fullerton 

Finance 

38 

BALL 

DELMONT  A.  DAVIS 

IN 

2178 

63 

911 

6/11/35 

CO 

BSr  U.  of  Colo. '59 

U.  of  Colo.; 
U.  of  So.  Miss. 

Production 

25 

DAITIUADT  C  AC  p  c\cnoif 

rUDICTIAU  U  DAIUhCYTCD 

CnKljMAN  n.  rUINDcAlcK 

MD 

2491 

264 

3929 

o  /on  zoo 

IN 

BSA,  U.S.  Noval  Acad  '60  MSA,  Loyolo  Coll  75 

Finance 

lb 

BANv.  UNt 

JUnn  BUNntl  rmVUT 

nu 

Un 

COOO 
JJ777 

7Q1 
/til 

MOQl 

14/vi 

L  /ll  //IO 

6/II/4J 

OH 

BA,  Williams  '65 

MBA,  Stanford  '67 

Fin/Bonking 

ZJ 

bANCUKr  HAWAII 

U    UAU/ADft  CTCDUCIJCAU 

HI 

940 

117 

1202 

7/15/29 

KS 

BA,  U  of  Mich.  '50 

JD,  U.  of  Mo./KC  '58 

Finance 

34 

d  A  w  n  a  r 
bANUAu 

MAKMN  u-  vAKVtK 

IA 

QO 
00 

1C1C 

DlS 

c  /in  //io 
5/IU/4B 

IA 

BA,  U.  of  lowo  70 

MBA,  Indiana  72 

FinaiiCt 

14 

HANK  Ur  BUblUN 

IDA  CTCDA  U  1  A  U 

IK  A  il  trAniAN 

MA 

C  TO  0 

ill 

i  n  i  i 
zlo/ 

11/14/36 

MA 

BA,  Tufts  '58 

MBA,  Boston  Coli.  '71 

Banking 

30 

DAUI/  At  UClAf  VADL/ 

BANK  Ur  NtW  TUKK 

1    i'ADTCD  DATAT 

J.  LAKIcK  DAV.UI 

NY 

3583 

369 

4350 

2/7/33 

N't 

AB,  Hamilton  '55 

LLB,  Cornell '58 

Legal/Research  34 

BANK  SOUTH 

PATRICK  L.  FLINN 

GA 

460 

28 

709 

4/2/42 

DC 

BA,  U  of  III  '64 

MBA,  Georgia  St.  '71 

Finance 

2 

BANKAMERICA 

RICHARD  MORRIS  ROSENBERG 

CA 

15262 

1492 

16587 

4/21/30 

MA 

BS,  Suffolk  52 

MBA  '63/LLB  66, 
Golden  Gate 

Banking 

6 

DAkiutDC  lire  unimur 
BANKERS  LI r c  HOLDING 

BARTH  T.  MURPHY 

IL 

1280 

83 

1357 

1ft  /II  /1ft 

10/11/30 

11 

Finance 

43 

D  A  tl  1/  C  U  C  TDIIfT 

BANKERS  TRUST 

CHARLES  STEADMAN  SANFORD  JR.  NY 

6550 

761 

6490 

1ft  /O  lit 

10/8/36 

GA 

BA,  U.  of  Ga  58 

MBA,  Whorton  60 

Fin/Banking 

32 

BANrONCt 

RICHARD  L.  CARRION 

PR 

865 

85 

939 

11  /II  /CO 

11/26/52 

PR 

BS,  Wharton  75 

MA,  MIT  76 

f  mnnrp 

1  II IUIILC 

17 

BANTA 

CALVIN  W.  AURAND  JR. 

Wl 

637 

36 

650 

4/11/30 

MN 

BA,  Amherst  '52 

Finance 

5 

n  *  On  If  D\ 

BAKU  ((..  K.) 

GEORGE  T.  MALONEY 

NJ 

990 

75 

1229 

O  /OO  /1ri 

8  28  3/ 

PA 

BS,  Siena  54 

Soles/Mktg 

35 

BARNETT  BANKS 

CHARLES  EDWARD  RICE 

FL 

3457 

208 

4531 

8/4/35 

TN 

BA,  U  of  Miomi'58 

MBA,  Rollins  '64 

Fin/Bonking 

28 

14 

ninAin  ■ 
SAKl/ID 

JAMES  LANDIS  MARTIN 

TX 

614 

18 

683 

11/5/45 

NE 

BS,  Northwestern  '68 

JD,  Northwestern  73 

Legal 

6 

6 

DATTIF  AIAIIAITAIAI  C  (\  1  f~\ 

BATTLE  MOUNTAIN  GOLD 

KARL  E.  ELERS 

TX 

182 

-35 

740 

9/26/38 

IL 

BS  '60/BS  61,  U  of  Ar 

z. 

Production 

6 

3 

BAUSCH  &  LOMB 

DANIEL  E.GILL 

NY 

1709 

171 

2790 

6/24/36 

IL 

BS,  Northwestern  '58 

Finance 

15 

12 

BAXTER  INTERNATIONAL 

VERNON  R.  LOUCKS  JR. 

IL 

8471 

561 

7375 

10/24/34 

IL 

BA  Yole  '57 

MBA,  Harvard  '63 

Administration 

28 

13 

BATBANKS 

WILLIAM  M.  CROZIER  JR. 

MA 

911 

59 

929 

in  /i  /n 

10/2/32 

NY 

BA,  Yale '54 

MBA,  Harvard  '63 

Finance 

30 

19 

BB&T  FINANCIAL 

JOHN  A.  ALLISON  IV 

NC 

581 

76 

1029 

8/14/48 

NC 

BS,U.ofN.C.'71 

MBA,  Duke  74 

Adm  -Banking 

23 

4 

nrin  rTrinur 

BEAR  STEARNS 

JAMES  E.  CAYNE 

NY 

2677 

295 

2705 

2/14/34 

IL 

Purdue 

Finance 

24 

0 

BECKMAN  INSTRUMENTS 

LOUIS  THOMAS  ROSSO 

CA 

909 

44 

634 

n  /ii  /ii 

8/13/33 

CA 

48  Son  Francisco  St  55  MBA  U  of  Santo  Cloro '67 

Tech/Mktg 

35 

5 

BEGON,  DICKINSON 

RAYMOND  V.  GILMARTIN 

NJ 

2365 

201 

2793 

3/6/41 

DC 

BS,  Union '63 

MBA,  Harvard  '68 

Administration 

17 

5 

BED  BATH  &  BEYOND 

WARREN  EISENBERG 

NJ 

21/ 

16 

852 

8  20  30 

MA 

Marketing 

22 

22 

BELL  ATLANTIC 

RAYMOND  W.  SMITH 

PA 

12647 

1382 

26576 

9/24/37 

PA 

BS,  Carnegie  Mellon  '59  MBA,  U.  of  Pitlshurgh  '60 

Finance 

34 

5 

EXECUTIVE  TO  WATCH 

►  Eager  To  join  The  cable  TV  revoluTion,  he  wenT  To  court  challenging  a  federal  law  ThaT  blocl 
Baby  Bells  from  relaying  TV  signals  To  their  regional  cusTomers.  In  AugusT,  he  won.  The  decisi 
likely  to  be  appealed  by  the  cable  induslry.  Still,  he's  retooling  the  Bell  Atlantic  Corp.  system 
can  send  movies  to  households.  A  part-time  playwright/actor  who's  active  in  amateur  theate 
wants  to  get  into  The  programming  business  as  well. 


BELLSOUTH 

JOHN  L.  CLENDENIN 

GA 

15149 

1658 

28261 

5/8/34 

rx 

BA,  Northwestern  '55 

Technical 

38 

10 

BELO  (A.  H.) 

ROBERT  W.  DECHERD 

TX 

516 

37 

927 

4/9/51 

TX 

AB,  Harvard  73 

Administration 

20 

7 

BEMIS 

JOHN  H.  ROE 

MN 

1181 

57 

1088 

12/21/39 

MN 

BA,  Williams  62 

MBA,  Harvard  '64 

Markeiing 

29 

3 

BENEFICIAL 

FINN  M.  W.  CASPERSEN 

DE 

1819 

148 

1989 

10/27/41 

NY 

BA,  Brown  '63 

LLB  Harvard  '66 

Legal 

21 

P 

BERKLEY  (W.  R.) 

WILLIAM  ROBERT  BERKLEY 

a 

567 

46 

807 

10/31/45 

NJ 

BA,  NYU  66 

MBA,  Harvard  '68 

Finance 

26 

26 

BERKSHIRE  HATHAWAY 

WARREN  EDWARD  BUFFETT 

NE 

3029 

407 

1994/ 

8/30/30 

NE 

BS,  U  of  Neb  '50 

MS,  Columbia  '51 

Finance 

28 

24 

BEST  BUY 

RICHARD  M.  5CHULZE 

MN 

1620 

20 

659 

1/2/41 

MN 

Marketing 

27 

27 

BETHLEHEM  STEEL 

CURTIS  H.  BARNETTE 

PA 

4008 

-199 

1240 

1/9/35 

WV 

BA,  W  Vg.  U.  '56 

JD,  Yale '62 

Legal 

26 

1 

BETZ  LABORATORIES 

JOHN  f.  McCAUGHAN 

PA 

707 

82 

1401 

b  24  35 

(onoda 

AB,  Sir  Geo.  Williams  '57 

Administration 

33 

12 

BEVERLY  ENTERPRISES 

DAVID  RUSSELL  BANKS 

AR 

2597 

4 

754 

2/15/37 

Wl 

BS,  U  of  Ark.  '59 

Finance 

24 

4 

BHC  COMMUNICATIONS 

HERBERT  J.  SIEGEL 

NY 

308 

109 

1937 

5/7/28 

PA 

BA,  Lehigh  '50 

Entrepreneur 

16 

16 

BIC 

BRUNO  BICH 

0 

417 

40 

713 

10/2/46 

France 

BS,  NYU '69 

Finance 

18 

10 

BIOGEN 

JAMES  LOUIS  VINCENT 

MA 

124 

38 

1038 

12/15/39 

PA 

BS  Duke  61 

MBA,  Wharton '63 

Management 

8 

8 

Biown 

DANE  ALAN  MILLER 

IN 

335 

64 

994 

2/7/46 

OH 

BS,  GMI'69 

PhD,  Cincinnati  74 

Technical 

16 

16 

BLACK  &  DECKER 

NOLAN  D.  ARCHIBALD 

MD 

4780 

73 

1692 

6  22  43 

UT 

BS,  Weber  St  '68 

MBA,  Harvard  70 

Morketing 

8 

8 

BLOCK  (H&R) 

THOMAS  M.  BLOCH 

M0 

1495 

181 

4294 

3/14/54 

MO 

BA,CloremontMcKenna76 

Operations 

17 

1 

BLOCK  DRUG 

LEONARD  N.  BLOCK 

NJ 

625 

62 

730 

12/21/11 

NY 

BS,  U.  of  Po  '33 

Mktg/Finance 

60 

30 

BLOCKBUSTER  ENTERTAINMENT 

H.  WAYNE  HUIZENGA 

FL 

1200 

142 

5467 

12/29/37 

IL 

Calvin 

Entrepreneur 

6 

6 

Br\V  SOFTWARE 

MAX  P.  WATSON  JR. 

TX 

239 

65 

1502 

11/21/45 

LA 

BBA,  La.  Tech  '68 

U.  of  III. 

Soles/Mktg 

8 

3 

BOATMEN'S  BANCSHARES 

ANDREW  B.  CRAIG  III 

M0 

2001 

215 

2986 

3/20/31 

NY 

BA,  U  of  Buffalo  '55 

Finance 

9 

6 

BOB  EVANS  FARMS 

DANIEL  E.  EVANS 

OH 

653 

43 

770 

8/24/36 

OH 

OhioWesleyon,  Ohio  Si. 

Operations 

38 

22 

BOEING 

FRANK  SHRONTZ 

m 

30184 

1554 

13205 

12/14/31 

ID 

LLB,  U  of  Idaho  '54 

MBA,  Harvard '58 

Soles/Mgmt 

35 

7 

BOISE  CASCADE 

JOHN  B.  FLRY 

ID 

316 

154 

797 

2/16/30 

WA 

BA,  U.  of  Wash.  '53 

MBA,  Stanford '55 

Prodn/Adm 

3/ 

21 

— 
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MDQ 

SALES 

PROFITS 

MKT  VAL. 

TENURE 

PAYS 
THOUS 

toe 

S  MIL 

S  MIL 

S  MIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO 

v 
I 

ROBERT  E.  M.  NOURSE 

TX 

232 

8 

830 

8/20/38 

(onado 

BBC,  Queen's  (Canada)  '59  MBA,  W  Ontario  '64, 
PhD,  Harvard '67 

Marketinq 

26 

? 

1075 

II 

ANTHONY  S.  D'AMATO 

NY 

7143 

•211 

2397 

6/22/30 

NY 

BS,  Brooklyn  Poly.  '52 

Northeastern 

Tech/Adm 

34 

2 

735 

1  EDISON 

BERNARD  W.  REZNICEK 

MA 

1412 

107 

1433 

12/7/36 

NE 

BS,  Creighton  '58 

MBA,  U.  of  Neb.  '79 

Finance 

6 

3 

692 

1  SCIENTIFIC 

PETER  MICHAEL  NICHOLAS 

MA 

315 

57 

1387 

5/16/41 

NH 

AB,  Duke  '64 

MBA,  Wharton  '68 

Marketing 

14 

14 

560 

ER 

ANTHONY  P.  GAMMIE 

SC 

1494 

-93 

731 

12/17/34 

England 

Production 

38 

11 

550 

&  STRATTON 

FREDERICK  P.  STRATTON  JR. 

Wl 

1139 

70 

1164 

3/25/39 

Wl 

BS,  Yale  '61 

MBA,  Stanford  '63 

Finance 

20 

16 

731 

R  INTERNATIONAL 

NORMAN  EUGENE  BRINKER 

n 

519 

36 

1650 

6/3/31 

(0 

BS,  Son  Diego  St.  '57 

Marketing 

10 

10 

959 

L-MYERS  SQUIBB 

RICHARD  L  GELB  3 

NY 

11156 

1538 

28893 

6/8/24 

NY 

BA,  Yale  '48 

MBA,  Harvard  '50 

Mktg/Finance 

43 

22 

2011 

LYN  UNION  GAS 

ROBERT  B.  CATELL 

NY 

1075 

60 

1189 

2/1/37 

NY 

BS,  CCNY  '58 

MS,  CCNY '64 

Technical 

35 

2 

447 

-FORMAN 

OWSLEY  BROWN  II 

KY 

1415 

156 

2191 

9/10/42 

KY 

BA,  Yale '64 

MBA,  Stanford  '66 

Finance 

25 

0 

702 

ING-FERRIS  INDUSTRIES 

WILLIAM  DOYLE  RUCKELSHAUS 

TX 

3287 

176 

3995 

7/24/32 

IN 

BA,  Princeton  '57 

LLB,  Harvard  '60 

Legal/Govt 

5 

5 

806 

S 

RONALD  GREGORY  BRUNO 

AL 

2658 

56 

849 

12/24/51 

AL 

BS,  J.  of  Ala.  73 

Marketing 

20 

3 

339 

MICK 

JACK  FRANK  REICHERT 

IL 

2059 

40 

1428 

9/27/30 

Wl 

BA,  Wis/Milwaukee '57 

Marketing 

36 

11 

1278 

GTON  INDUSTRIES  EQUITY 

FRANK  S.  GREENBERG 

NC 

2066 

-89 

1127 

9/11/29 

IL 

BA,  U.  of  Chicago  '49 

Marketing 

40 

/ 

1829 

GTON  NORTHERN 

GERALD  GRINSTEIN 

TX 

4630 

299 

4/9/ 

6/26/32 

WA 

BA,  Yole  '54 

LLB,  Harvard '57 

Legal 

6 

5 

1156 

GTON  RESOURCES 

THOMAS  HOWARD  O'LEARY 

WA 

1141 

190 

6/90 

3/19/34 

NY 

BA,  Holy  Cross '54 

MBA,  Wharton  '61 

Finance 

11 

5 

1446 

OLDING 

PETER  C.  VALLI 

CA 

433 

42 

634 

2/1/27 

NY 

(olby 

LLB,  Boston  U.  '52 

Administration 

34 

6 

636 

IRON  SYSTEMS 

S.  ROBERT  LEVINE 

NH 

418 

83 

3039 

1/29/58 

MA 

BS,  U.  of  Miami '80 

Morketing 

11 

11 

52 

ISION  SYSTEMS 

CHARLES  F.  DOLAN 

NY 

572 

-251 

1035 

10/16/26 

OH 

John  Carroll 

Entrepreneur 

20 

8 

1000 

SAMUEL  W.  BODMAN 

MA 

1557 

62 

946 

11/26/38 

IL 

BS,  Cornell  '61 

PhD,  MIT '64 

Tech/Finonce 

7 

6 

721 

S  WORLD 

HENRY  GLUCK 

CA 

928 

73 

1110 

5/11/28 

Germany  BS,  Wharton  '50 

Manogement 

11 

11 

1988 

)NIA  ENERGY 

DAVID  L.  SOKOL 

NE 

128 

39 

633 

9/8/56 

NE 

BS,  U  of  Neb. '78 

Management 

3 

3 

NA 

'AY  GOLF 

ELY  R.  CALLAWAY 

CA 

132 

19 

897 

6/3/19 

GA 

AB,  Emory '40 

Marketing 

11 

11 

300 

ELL  SOUP 

DAVID  WILLIS  JOHNSON 

NJ 

6263 

491 

9764 

8/7/32 

Australia 

BS,  U.  of  Sydney  '54 

MBA,  U.  of  Chicago '58 

Marketing 

4 

4 

1393 

CITIES/ ABC 

DANIEL  B.  BURKE 

NY 

5344 

389 

8328 

2/4/29 

NY 

BA,  U.  of  VI.  '50 

MBA,  Harvard '55 

Communs 

32 

3 

908 

HOLDING 

IRVING  WIDMAR  BAILEY  II 

KY 

2853 

322 

4269 

6/8/41 

MA 

BA,  U  of  Colo  63 

MBA,  NYU  '68 

Finance 

13 

5 

1269 

AL  DISTRIBUTION 

ROBERT  D.  WALTER 

OH 

1967 

34 

770 

7/13/45 

OH 

BSME,  Ohio  U. '67 

MBA,  Harvard  70 

Administration 

22 

22 

717 

VRK  INTERNATIONAL 

C.  A.  LANCE  PICCOLO 

IL 

1461 

27 

1233 

7/6/40 

MA 

BS,  Boston  U.  '62 

Marketing 

1 

1 

659 

EXECUTIVE  TO  WATCH 

►  A  visionary  who  saw  the  profit  potential  of  home  health  care  back  in  the  1970s,  he'll  now  have 
to  scramble  to  stay  ahead  of  a  growing  list  of  competitors.  Maybe  acquisitions  will  help.  He 
recently  added  to  his  chain  of  outpatient  clinics.  He's  also  cutting  prices  to  appeal  to  cost- 
conscious  health  insurers.  But  price  rivalry's  a  double-edged  sword.  His  home-infusion  business  is 
hurting  because  of  price  wars.  Most  analysts  believe  earnings  could  be  flat  this  year. 


AL  CRUISE  LINES 

MICKY  ARISON 

FL 

1474 

282 

5716 

6/29/49 

Israel 

U.  of  Miami 

Marketing 

19 

14 

695 

MA  POWER  &  LIGHT 

SHERWOOD  H.  SMITH  JR. 

NC 

2767 

380 

5324 

9/1/34 

FL 

AB  U  of  N  C  56 

JD,  U.  of  N  C.  '60 

Legal 

28 

14 

617 

WALLACE 

HENRY  H.  HOYTJR. 

NY 

656 

47 

1425 

8/10/27 

NJ 

AB,  Princeton  '49 

Marketing 

43 

19 

1596 

LLAR 

DONALD  V.  FITES 

IL 

10194 

-218 

8292 

1/20/34 

IN 

BS,  Valparaiso  '56 

MS,  MIT  '71 

Morketing 

3/ 

3 

550 

USTRIES 

JOHN  E.JONES 

IL 

1666 

71 

1052 

6/24/34 

M0 

BS,  Corleton'56 

Chicago,  Northwestern 

Finance 

14 

4 

952 

LAURENCE  ALAN  TISCH 

NY 

3503 

163 

3805 

3/15/23 

NY 

BS,  NYU  42 

MA,  U  of  Pa.  '43 

Entrepreneur 

/ 

7 

15/3 

IOR  ENERGY 

ROBERT  J.  FARLING 

OH 

2438 

277 

2553 

12/4/36 

OH 

BSEE,  Cose  Tech  '58 

MBA,  Western  Reserve  '65 

Mgmt/Finonce 

34 

2 

319 

LAURENCE  E.  HIRSCH 

TX 

2503 

61 

1191 

12/19/45 

NY 

BS,  Wharton '68 

JD  Villanova  71 

Legal 

9 

5 

794 

L&  SOUTH  WEST 

E.  R.  BROOKS 

TX 

3289 

404 

6193 

7/30/37 

U 

6S  lex  Tech  61 

Technical 

32 

4 

593 

L  BANCSHARES  OF  THE  SOUTH  D.  PAUL  JONES  JR. 

AL 

608 

74 

920 

9/26/42 

AL 

BS,  U.  of  Ala. '64 

JD,  U  of  Ala  '67; 
LLM,  NYU  '68 

Finance/Legal 

15 

2 

770 

L  FIDELITY  BANKS 

CARROLL  L.  SAINE 

VA 

696 

79 

1123 

9/14/34 

NC 

BA,  Lenoir  Rhyne  '54 

MS,  U.  of  Richmond  *65 

Finance 

36 

18 

732 

L  MAINE  POWER 

MATTHEW  HUNTER 

ME 

8/8 

64 

745 

4/12/33 

Rl 

U.  of  Me 

Personnel 

41 

3 

302 

L  NEWSPAPERS 

FRANK  E.  RUSSELL 

IN 

434 

23 

704 

12/6/20 

IN 

AB,  U.  of  Evansville'42 

JD,  Indiono '51 

Finance/Legal 

34 

15 

426 

Y  COMMUNICATIONS 

LEONARD  TOW 

0 

312 

-61 

784 

5/30/28 

NY 

AB,  Brooklyn  50 

MA'52/PhD'60,  Columbia 

Mgmt/Finance 

20 

20 

2958 

Y  TELEPHONE  ENTERPRISES 

GLEN  F.  POST  III 

LA 

357 

60 

1516 

10/4/52 

AR 

BS,  La.  Tech  74 

MBA,  Lo.  Tech  76 

Finance 

1/ 

2 

394 

N 

LAWRENCE  PERLMAN 

MN 

830 

-29 

729 

4/8/38 

MN 

BA,  Corleton  "60 

JD,  Harvard  '63 

Legal 

13 

4 

1046 

ON  INTERNATIONAL 

ANDREW  C.  SIGLER 

a 

4926 

14 

3044 

9/25/31 

NY 

AB,  Dartmouth  '53 

MBA,  Amos  Tuck '56 

Marketing 

36 

19 

1150 

NG  SHOPPES 

DAVID  V.  WACHS 

PA 

11/9 

81 

1218 

4/26/26 

PA 

BS,  Wharton '48 

Marketing 

43 

6 

998 

AANHATTAN 

THOMAS  G.  LABRECQUE 

NY 

11125 

639 

6320 

9/17/38 

NJ 

BA,  Villanova  '60 

American,  NYU 

Finance 

29 

3 

1381 

AL  BANKING 

JOHN  F.  McGILLICUDDY 

NY 

12174 

1086 

10229 

12/30/30 

NY 

BA  Princeton  52 

LLB,  Harvard  '55 

Finance 

2 

2 

2250 

AL  WASTE  MANAGEMENT 

D.  P.  (PAT)  PAYNE 

IL 

1519 

130 

1906 

9/21/42 

TX 

BS,  Tex.  A&M  "64 

St.  Edward's 

Morketing 

3 

2 

456 

IN 

KENNETH  TINDALL  DERR 

CA 

37464 

2210 

29946 

8  4  36 

PA 

BS,  Cornell '59 

MBA,  Cornell  '60 

Manogement 

33 

5 

1559 

NE  SOFTWARE 

ELI  OXENHORN 

NY 

51 

21 

927 

2/1/47 

NY 

BA,  Queens '69 

Technical 

9 

9 

213 

)  &  NORTH  WESTERN  HOLDINGS  ROBERT  SCHMIEGE 

IL 

985 

37 

861 

5/24/41 

Wl 

AB,  Notre  Dome  '63 

JD,  Notre  Dome '66 

Legal 

75 

5 

488 

'ORATE  ELITE 


BUSINESSWEEK/OCTOBER  1  1,  199369 
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If  You  Want  High  Current  Income 
That's  Tax-Free,  Our  Goals  Are  Mutual. 


Franklin  is  an  established  leader  in  offering 
investors  tax-free  mutual  funds. 

If  you  seek  high  current  income  that  is  tax- 
free,  consider  this:  Franklin  manages  40 
tax-free  funds,  including  31  funds  free  from 
both  federal  and  state  personal  income  taxes.' 

And,  when  you  reinvest  your  earnings,  tax-free 
compounding  can  add  even  more  to  your 
return. 


Franklin's  tax-free  funds  deliver: 

♦  Monthly  income  dividends 

♦  Professional  management 

♦  The  investment  power  of  tax-free  compounding 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  12  12 


tFor  investors  subject  to  federal  or  state  alternative  minimum  tax.  a  small  portion  of  the  income  may  be  subject  to  such  tax.  Capital  gains, 
if  any,  are  generally  taxable. 

Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  a  Franklin  tax-free  fund, 
including  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 


I  am  currently  a  Franklin  shareholder. 


Name 


\ddrcss 


City/State/Zip 


Daytime  Phone 


BWK93 
1212 


MEMBER  S101   BILLION  FRANKLIN/TEMPLETON  GROUP 


TECHNOLOGYTHAT 
WORKS  FOR  LIFE 


Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  on  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemistry  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we  are 

making  technology  work 

for  everyone.  For  more,  write 

P.O.  Box  260,  Ridgefield  Park, 

NJ  07660.  Phone  800  SAMSUNG. 

Fax  201  229  6058 


SOMETHING 


wee  I  :> c  > r-j 


ELECTRONICS 

64M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

High-definition  TV 

199-gram  cellular  phone 

Green  Monitors 


~o  IVIAKI 


■  ft 


ENGINEERING 
Double-hull  oil  tanker 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

CHEMICALS 
Engineering  plastic 
Petrochemicals 
1PP  ultrafine  fabrics 


(E  1993  The  Samsung  Group 


THE  CORPORATE  ELITE 


I 


COMPANY 

("tO 

HDD 
L0( 

SALES 
j  Mil 

PROFITS  MKT  VAL 
S  MIL  SMIl 

BORN 

PUCE 

r n 1 1  fr.F  f nitr atkin 

IULIlUC  CUlAHIlUn 

rciniiATF  ^TIIIW 

OKAUUAIt  )  1  UUT 

TENURE 

CAREER  PATH    COMPANY  ( 

COOPER  TIRE  &  RUBBER 

IVAN  WILLIAM  GORR 

OH 

1175 

108 

2214 

10/15/29 

OH 

BBA,  U.  of  Toledo '51 

Finance 

21 

COORS  (ADOLPH) 

WILLIAM  K.  COORS 

CO 

1551 

36 

735 

8/11/16 

CO 

B5,  Princeton  '38 

MS,  Princeton,  '39 

Tech/Prod 

54  ; 

COPLEY  PHARMACEUTICAL 

JANE  C.I.  HIRSH 

MA 

52 

12 

657 

4/8/42 

NJ 

BS,  U.  of  Conn.  '65 

Production 

20  2 

CORESTATES  FINANCIAL 

TERRENCE  A.  LARSEN 

PA 

2134 

262 

3368 

9  12-16 

IL 

BA,  U.  of  Dallas  '68 

PhD,  Tex.  ASM '71 

Finance 

16 

CORNING 

JAMES  R.  HOUGHTON 

NY 

3744 

266 

6226 

4/6/36 

NY 

AB,  Harvard  58 

MBA,  Harvard  '62 

Marketing 

31  1 

COSTCO  WHOLESALE 

JAMES  SINEGAL 

WA 

6621 

113 

2095 

1/1/36 

PA 

San  Diego  St. 

Marketing 

11 

COUNTRYWIDE  CREDIT  INDUSTRIES 

DAVID  S.  LOEB 

CA 

654 

140 

1711 

1/19/24 

NY 

BS,  NYU  '51 

Finance 

25  2 

CPC  INTERNATIONAL 

CHARLES  R.  SHOEMATE 

NJ 

6599 

431 

6738 

12/10/39 

IL 

BS,  Western  III.  '62 

MBA,  U.  of  Chicago  '73 

Mktg/Fin/Pro 

n  31 

CRACKER  BARREL  OLD  COUNTRY 

DANNY  WOOD  EVINS 

TN 

401 

34 

1476 

10/11/35 

TN 

Geo.  Washington 

Entrepreneur 

24  2 

CRANE 

ROBERT  SHELDON  EVANS 

CT 

1307 

24 

883 

3/20/44 

PA 

BA,  U.  of  Pa.  '66 

MBA,  Columbia  '68 

Finance 

19 

CRESTAR  FINANCIAL 

RICHARD  GRANVILLE  TILGHMAN 

VA 

1082 

80 

1669 

9/18/40 

VA 

BA,  U  of  Va.  '63 

Finance 

27 

CROMPTON  &  KNOWLES 

VINCENT  A.  CALARCO 

0 

518 

43 

1058 

5/29/42 

NY 

BS,  Polytechnic  U.  '63 

MBA,  Harvard  '70 

Mnrkptmn 
kiui  Htm iy 

8 

CROWN  CORK  &  SEAL 

WILLIAM  JOSEPH  AVERY 

PA 

3/8! 

155 

3095 

6/20/40 

IL 

U.  of  Chicago 

Mklg/Prodn 

34 

CSX 

JOHN  W.  SNOW 

VA 

8734 

20 

8098 

8/2/39 

OH 

BA,  U.  of  Toledo  '62 

PhD,  U.  of  Va  '65; 

LLB,  Geo.  Washington  '67 

Legal 

16 

CUC  INTERNATIONAL 

WALTER  A.  FORBES 

CT 

739 

59 

3304 

11/13/42 

IL 

BS,  Northwestern  '61 

MSJ,  Northwestern  '65; 
MBA,  Harvard  '68 

Mktg/Finonce 

17 

CUMMINS  ENGINE 

HENRY  BREWER  SCHACHT 

IN 

3749 

67 

1433 

10/16/34 

PA 

BS,  Yale  '56 

MBA,  Harvard '62 

finance 

29  2 

CYPRUS  MINERALS 

MILTON  HAWKINS  WARD 

CO 

1641 

246 

1297 

8/1/32 

AL 

BS  U  of  Ala  '55 

MSE,  U.  of  Ala.  74 
MBA,  U.  of  N  M  '81 

Tech/Mgmt 

1 

Dana 

SOUTHWOOD  J.  MORCOTT 

OH 

5036 

43 

2507 

4/12/38 

GA 

AB,  Davidson  '60 

MBA,  U.  of  Mich. '64 

Mklg/Prodn 

30 

DANAHER 

GEORGE  M.  SHERMAN 

DC 

954 

32 

1016 

8/6/41 

NY 

BS,  Long  Island  '63 

MBA,  Louisville  '71 

Prodn/Mklg 

4 

DAUPHIN  DEPOSIT  WILLIAM  J.  KING  PA     375     57      743     3/13/29   PA        BBA,  U.  of  Po. '71        MBA,  LoSalle  '79  Finance  14  1 


DAYTON  HUDSON 

KENNETH  A.  MACKE 

MN  17927 

383 

4796 

12/16/38 

IA 

BS,  Drake '61 

Marketing 

32  11 

DEAN  FOODS 

HOWARD  M.  DEAN 

IL  2289 

62 

1074 

6/27/37 

IL 

BBA,  SMU  '60 

MBA,  Northwestern  '61  Finance 

28  1 

DEAN  WITTER,  DISCOVER 

PHILIP  J.  PURCELL 

NY  5184 

439 

6518 

9/5/43 

UT 

BBA,  Notre  Dome '64 

MS,  London  Sch.  Econ. '66;  Finance 
MBA,  U.  of  Chicago  '67 

15 

EXECUTIVE  TO  WATCH 

►  No  sooner  does  he  win  independence  from  Sears,  Roebuck  &  Co.  man  me  takeover  talk 
begins.  In  June,  the  retailing  grant  spun  off  its  80%  stake  in  finance  arm  to  shareholders.  The 
September,  the  stock  started  soaring  on  merger  speculation.  Wall  Street  reckons  J. P.  Morgo 
Co.  and  NationsBank  Corp.  could  be  possible  buyers.  This  father  of  seven,  who  commutes 
weekly  from  his  Chicago  home  to  his  New  York  office,  says  there's  no  deal  in  the  works. 


DEERE 

HANS  W.  BECHERER 

IL 

6847 

37 

5610 

4/19/35 

Ml 

BA,  Trinity  '57 

MBA,  Harvard  '62 

Marketing 

31 

4 

DELL  COMPUTER 

MICHAEL  S.  DELL 

TX 

2014 

102 

673 

2/23/65 

TX 

U.  of  Tex. 

Mktg/Prodn 

9 

9 

DELMARVA  POWER  &  LIGHT 

HOWARD  E.  COSGROVE 

DE 

864 

99 

1440 

4/12/4? 

PA 

BS,  U  of  Va  '66 

MBA,  U.  of  Del. '70 

Tech/Mktg 

V 

DELTA  AIR  LINES 

RONALD  W.  ALLEN 

GA 

10837 

-506 

2721 

11/20/41 

GA 

BIE,  Go.  Tech '64 

Personnel 

30 

6 

DELUXE 

HAROLD  V.  HAVERTY 

MN 

1534 

203 

3025 

5/17/30 

Ml 

Production 

40 

7 

DENTSPLY  INTERNATIONAL 

JOHN  J.  McDONOUGH 

IL 

156 

15 

863 

6/13/36 

IL 

BS,  Notre  Dame '58 

Finance 

0 

0 

DESTEC  ENERGY 

CHARLES  F.  GOFF 

TX 

508 

87 

1070 

1/2/41 

TX 

BBA,  U.  of  Tex. '63 

Production 

5 

1 

DETROIT  EDISON 

JOHN  E.  LOBBIA 

Ml 

3558 

588 

5201 

7/12/41 

IL 

BS,  0.  of  Detroit '64 

Mktg/Finonce 

29 

3 

DIAL 

JOHN  W.  TEETS 

AZ 

3389 

28 

1884 

9/15/33 

IL 

Elgin  Comm. 

Management 

30 

12 

DIAMOND  SHAMROCK 

ROGER  R.  HEMMINGHAUS 

TX 

2603 

26 

749 

8/27/36 

MO 

BS,  Auburn '58 

Bettis  Atomic  Power,  LSU 

Technical 

10 

6 

DIEBOLD 

ROBERT  W.  MAHONEY 

OH 

544 

41 

1169 

9/10/36 

NY 

BS,  Villonova'58 

MBA,  Roosevelt  '61 

Marketing 

II 

8 

DIGITAL  EQUIPMENT 

ROBERT  B.  PALMER 

MA 

13931 

-2310 

5413 

9/11-10 

TX 

BS,  Tex.  Tech. '62 

MS,  Tex.  Tech  '65 

Technical 

3 

1 

DILLARD  DEPARTMENT  STORES 

WILLIAM  THOMAS  DILLARD 

AR 

4883 

236 

4209 

9/2/14 

AR 

ESBA  U  of  Ark  '35 

MSBA,  Columbia '37 

Retailing 

55 

55 

DISCOVERY  ZONE 

DONALD  F.  FLYNN 

IL 

9 

■6 

925 

8/11/39 

IL 

BS,  Morguette  '61 

Finance 

1 

1 

DiSNtY  (WALT) 

MICHAEL  DAMMANN  EISNER 

(A 

7504 

81/ 

21566 

3/7/42 

NY 

BA,  Denison  '64 

Monogement 

9 

9 

DOLE  FOOD 

DAVID  H.  MURDOCK 

CA 

3375 

65 

1924 

4/10/23 

MO 

Fin/Entrepreneu 

8 

8 

DOLLAR  GENERAL 

CAL  TURNER  JR. 

TN 

921 

36 

1028 

1/25,40 

KY 

BA,Vanderbilt'62 

Administration 

28 

16 

DOMINION  RESOURCES 

THOS.  E.  CAPPS 

VA 

3791 

475 

7857 

10/31/35 

NC 

BA,  0.  of  N  O '58 

JD,  U.  of  N  C  '66 

legnl 

9 

3 

DONNELLEY  (R.R.)  &  SONS 

JOHN  R.  WALTER 

11 

4193 

235 

4700 

1/20/47 

PA 

BS,  Miami  U.  (Ohio)  '69 

Sales 

24 

5 

T>OVFR 

GARY  L.  ROUBOS 

NY 

2272 

129 

2976 

11/7/36 

CO 

BS,  U.  of  Colo.  59 

MBA,  Harvard  '63 

Mktg/Prodn 

18 

12 

DOW  CHEMICAL 

FRANK  POPOFF 

Ml 

18971 

276 

16457 

10/27/35 

Bulgaria 

BS,  Indiana  57 

MBA,  Indiana  '59 

Marketing 

34 

6 

DOW  JONES 

PETER  R.  KANN 

NY 

1818 

118 

3180 

12/13/42 

NJ 

BA,  Harvard '64 

Journalism 

29 

3 

DPI 

PETER  H.  FORSTER 

OH 

1034 

148 

2174 

5/28/42 

Germany  BS,  0.  of  Wis.  '64 

JD,  Brooklyn  72 

Tech/Legal 

20 

9 

DOE 

WESLEY  W.  von  SCHACK 

PA 

1185 

151 

1953 

4/15/44 

NY 

AB,  Fordham  65 

MBA,  St.  John's  71; 

Finance/Adm 

9 

8 

PhD,  Pace '90 
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THE  CORPORA 


THE  FASTEST  BUSINESS  DECISION 
YOU'LL  EVER  MAKE. 


Satellite 


1  What  makes  it  fast  is  die  new  Intel 
486DX2  processor.  You  get  die  power 
put  Windows'"  and  DOS  applications  through  their  paces, 
ithout  even  breaking  a  sweat. 

What  makes  it  a  business  decision  is  value. 
The  Satellite  Series  packs  all  that  power  into  a  system  diat  is 
gh  on  functionality  and  surpnsingly  low  on  price. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
ighter  displays;  a  BallPoint"  Mouse  2.0  with  QuickPort"  for  easy, 
ecise  control;  full- travel  keyboards,  and  Toshiba  MaxTime 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  penpherals,  pre- 
installed  MS-DOS ,!  6.0  and  Windows 
software,  and  the  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  than  what  you'd 
expect  to  pay.  So  you  can  travel  in  die  fast  lane  without  a  toll. 

The  Toshiba  T1950  Satellite  Series.  That's  an  easy  decision 
The  hard  part  is  deciding  how  many  to  get. 


14.5mm  industry- 
standard  PCMCIA 
2.01  compliant  slot: 

Accepts  a  credit  card 
data/fax  modem, 
networking  adapter, 
hard  dnve,  or  more. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  a  dealer  near  you,  call  1  (800)  457-7777.  ©  1993  Toshiba  America  Information  Systems.  Inc. 
All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies 


ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST 
148  YEARS.  IT'S  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON 
WHOLE  LIFE  POLICIES  CONTINUOUSLY  TH  ROUGH  EVERY  STOCK 
MARKET  CRASH,  DEPRESSION,  RECESSION,  AND  BOTH  WORLD 
WARS.  IT  ALSO  GAVE  US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE 
TRAP  THAT  BEFELL  MANY  INVESTORS  DURING  THE 
MONEY-MAD  EIGHTIES.  WE  HAVE  ALWAYS  BELIEVED 
IN  QUALITY  CONSERVATIVE  JUDGMENT  NOT  BRASH  AND  FLASH. 
SO  AT  A  TIME  WHEN  COUNTLESS  OTHERS  WERE  RUNNING  HEAD- 
LONG INTO  FORECLOSURE,  WE  WERE  INVESTING  PRIMARILY  IN 
INVESTMENT-GRADE,  FIXED-INCOME  SECURITIES.  ALL  THE  WHILE 
MAINTAINING  A  PROFITABLE  PRESENCE  IN  SELECTIVE  REAL  ESTATE. 
VENTURE  CAPITAL.  ENERGY  AND  CONVERTIBLE  SECURITIES.  AS  A 
RESULT,  OUR  CLIENTS  HAVE  CONTINUED  TO  PROSPER  AT  A  TIME 


WHEN  MANY  OTHERS  HAVEN'T.  MWX  TO  FIND  OUT  HOW  YOU 


TOO  CAN  PROFIT  FROM  SUCH    >^fl:S  THINKING.  CAI  I  US  AT 

... 

I 

1-800-695-4331.  BECAUSE  WHEN   'fttHM!   IT  COMES  TO  INVESTING 


THAT'S  NEW  YORK  LIFE. 


L  ife  Insurance  ~  Annuities  ~  Group  Ben  ef  its  ~  Pensions 


THE  CORPORATE  ELITE  I 

KDQ 

S.AIES 

PROFITS  MKT  VAL 

TENURE 

COMPANY 

CEO 

IOC 

S  MIL 

SMIl 

SMIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

LEO 

DR  PEPPER/SEVEN-UP 

JOHN  R.  ALBERS 

TX 

659 

-8 

,1121 

10/5/31 

MN 

BA,  U.  of  Minn.  '57 

Marketing 

22 

9 

EXECUTIVE  TO  WATCH 

■  -  m 
M>nM 

►  This  cattle  rancher  and  35-year  beverage-industry  veteran  could  face  a  hostile  takeover. 
Speculation  started  after  Cadbury  Schwepp.es  PLC  upped  its  stake  in  Dr  Pepper  to  26%  in  Augi 
from  almost  6%.  The  British  company,  which  just  bought  A&w  Brands  Inc.,  won't  reveal  its  plan 
But  his  company,  which  went  public  in  January,  would  be  quite  a  catch.  Sales  are  strong,  thant 
to  hot-selling  Diet  Dr  Pepper  and  bright  prospects  abroad. 

DRESSER  INDUSTRIES 

JOHN  JOSEPH  MURPHY 

TX 

3797 

70 

3161 

11/24/31 

NY 

BS,  RIT'52 

MBA,  SMU  '81 

Tech/Prodn 

41 

10 

DREYFUS 

HOWARD  M.  STEIN 

NY 

342 

91 

1531 

10/6/26 

NY 

finance 

36 

23 

DSC  COMMUNICATIONS 

JAMES  L.  DONALD 

TX 

536 

12 

3110 

7/5/31 

TX 

BS,  SMU  '57 

MS,  SMU  '65 

Tech/Mgmt 

13 

12 

DUKE  POWER 

WILLIAM  STATES  LEE 

NC 

3970 

508 

8604 

6/23/29 

NC 

BS,  Princeton  '51 

Technical 

39 

11 

DUN  &  BRADSTREF.T 

CHARLES  W.  MORITZ 

NY 

4751 

554 

11100 

8/22/36 

DC 

BA,  Yole  '58 

Marketing 

33 

9 

DUPONT 

EDGAR  S.WOOLARD  JR.  DE 

37308 

975 

32665 

4/15/34 

NC 

BS,  N  C  State  '56 

Tech/Prodn 

36 

4 

DURACELL  INTERNATIONAL 

C.  ROBERT  KIDDER 

CT 

1617 

167 

3615 

9/8/44 

NY 

BS,  U  of  Mich  '67 

MS,  lowo  Stale '69 

Mktg/Finonce 

14 

9 

DWG 

NELSON  PELTZ 

FL 

1275 

-8 

709 

6/24/42 

NY 

Wharton 

Entrepreneur 

0 

0 

E-SYSTEMS 

E.  GENE  KEIFFER 

rx 

2095 

109 

1593 

8/25/29 

rx 

BS  SMU  '55 

U  J    JITIU  JJ 

MS  ^Mll  hi 

To  t h  n i r n 

IClllllliUI 

43 

4 

EASTMAN  KODAK 

KAY  R.  WHITMORE 4 

NY 

20183 

994 

20100 

7/24/32 

LIT 

BS  II  nllltnh  '57 

U  J    U.  U 1  UIUII    J 1 

MS  MIT  '75 

III J,  llll  1     1  J 

ICUIIIIIUI 

36 

3 

EATON 

WILLIAM  BUTLER 

OH 

3869 

137 

3373 

3/10/31 

J/  IU/  ■Ji 

IL 

BS  II  nf  III  '56 

J  J    U.UI  III.  JU 

Prnniirtmn 
1  1  UUUUIUII 

36 

2 

ECHLIN 

FREDERICK  J.  MANCHESKI  CT 

1783 

64 

1638 

7/21/26 

AI 

IK  |l  n)Wk  '48 

u  j,  u.  ui  nil.  tu 

Pi  nnnrttrin 
1  1  UUUUIUII 

31 

74 

ECOLAB 

PIERSONM.  GRIEVE 

MN 

1005 

64 

1391 

12/5/27 

IL/  J/  LI 

Ml 

BA,  Northwestern  50 

U.  of  Minn. 

urlminictrnfifin 
HUMIIMI  Jll  UIIUI1 

j] 

11 

EDISON  BROTHERS  STORES 

ANDREW  E.  NEWMAN 

MO 

1509 

71 

650 

8/14/44 

M0 

AB,  Harvard  '66 

MBA,  Harvard  '68 

Mnrbotinn 

23 

EDWARDS  (A.G.) 

BENJAMIN  F.  EDWARDS 

II  MO 

1074 

119 

1283 

10/96/31 

IU/  t  U .  JI 

M0 

BA,  Princeton  '53 

Finnnro 
rillUlllc 

37 

26 

EG&G 

JOHN  M.  KUCHARSKI 

MA 

2789 

88 

1114 

9/1(1/36 

£/  IU/  JU 

Wl 

BS,  Marquette  58 

JO,  Geo.  Washington  '65 

To  r  n  n  i  r  n  1 
IcllUlllul 

21 

EL  PASO  NATURAL  GAS 

WILLIAM  A.  WISE 

TX 

803 

76 

1475 

7/10/45 

IA 

BA,Vanderbilt'67 

JO,  U.  of  Colo. '70 

Legal 

23 

4 

ELECTRONIC  ARTS 

LAWRENCE  F.  PROBST  III 

CA 

298 

31 

1583 

6/3/50 

FA 

BSBA,  U.  of  Del.  '72 

Sales/Distrib 

9 

2 

ELECTRONIC  DATA  SYSTEMS 

LESTER  M.  ALBERTHAL  JR.  TX 

8155 

636 

7469 

9/97/44 

Lj  LI j  44 

TX 

BBA,  U.  of  Tex. '68 

Technical 

25 

7 

EMC 

MICHAEL  C.  RUETTGERS 

MA 

349 

29 

2918 

12/11/42 

OK 

BS,  Idaho  State '64 

MBA,  Horvard  '67 

Tech 

5 

2 

EMERSON  ELECTRIC 

CHARLES  F.  KNIGHT 

MO 

7706 

663 

13600 

1/9(1  /"M 

1/  LU/  JO 

|[ 

3S  Come'!  58 

MBA,  Cornell  '59 

Consulting 

71 

20 

ENGELHARD 

ORIN  R.  SMITH 

NJ 

2397 

100 

2622 

0/  IJ/  JJ 

NJ 

AB,  Brown '57 

MBA,  Selon  Hall  '64 

Marketing 

17 

9 

ENOUIRER/STAR  GROUP 

PETER  J.  CALLAHAN 

FL 

275 

19 

720 

2/12/42 

NY 

BBA,  St.  Francis '63 

MBA,  Columbia  '64 

Finance 

4 

4 

ENRON 

KENNETH  LEE  LAY 

TX 

6325 

336 

8433 

4/15/42 

M0 

BA'64/MA'65,  U.  of  Mo.  PhO,  U.  of  Houston  '70 

Economics 

9 

9 

ENRON  OIL  &  GAS 

FORREST  E.  HOGLUND 

TX 

453 

98 

3920 

7/1/33 

KS 

BS,  U.  of  Kan.  56 

Technical 

6 

6 

ENSERCH 

DAVID  W.  BIEGLER 

TX 

2825 

-13 

1440 

8/21/46 

TX 

BS,  St.  Mary's '68 

Technical 

2? 

0 

ENTERGY 

EDWIN  LUPBERGER 

LA 

4116 

501 

6785 

6/5/36 

GA 

AB,  Dovidson  58 

MBA,  Emory  '63 

Finance 

15 

8 

EQUIFAX 

C.  B.  ROGERS  JR. 

GA 

1134 

85 

1788 

10/24/29 

NY 

BA,  Gettysburg  '51 

MBA,  Geo.  Washington  62  Marketing 

6 

4 

EQUITABLE 

RICHARD  H.  JENRETTE 

NY 

6282 

-32 

3738 

4/5/29 

NC 

BA,  U.  of  N  C.  '51 

MBA,  Harvard  '57 

Finance 

9 

3 

EQUITABLE  OF  IOWA 

FREDERICK  SHELTON  HUBBELL  IA 

458 

57 

1030 

4/25/51 

IA 

BA,  U.  of  N  C.  '73 

JD,  U.  of  Iowa  76 

Mgmt/Finance 

10 

4 

EQUITABLE  RESOURCES 

DONALD  1.  MORITZ 

RA 

812 

60 

1351 

10/23/27 

RA 

BS,  U.  of  Pittsburgh '4 

B  LLB,  U.  of  Pittsburgh  '51 

Legal 

41 

15 

ETHYL 

BRUCE  C.  GOTTWALD 

VA 

2975 

269 

2175 

9/28/33 

VA 

BS,  VMI  '54 

U.  of  Vo.,  Inst.  Paper  Chem. 

Production 

37 

1 

EXXON 

LEE  R.  RAYMOND 

TX 

103160 

4810 

81178 

8/13/38 

SD 

BS,  U.  of  Wis. '60 

PhD,  U.  of  Minn. '63 

Tech/Mgmt 

30 

0 

Family  dollar  stores 

LEON  LEVINE 

NC 

|J7 

JO 

IUOj 

A./R/17 
0/  0/ 07 

Pi  I. 

Wingote,  U.  of  Miomi 

Marketing 

34 

J4 

FANNIE  MAE 

JAMES  A.  JOHNSON 

DC 

1J  C  CO 
I4JJ7 

U  IQ 

1047 

ZuUZ 

IZ/A4/4J 

K/\K 
MN 

BA,U.ofMinn.'65 

MA,  Princeton  '68 

Finance 

4 

FEDERAL  EXPRESS 

FREDERICK  WALLACE  SMITH  TN 

.'  quo 

nn 

1 IU 

jl/l 

0/11  lAi 
0/  11/ 44 

liC 

BA,  Yale  '66 

Transport 

22 

iff 
10 

FEDERAL  HOME  LOAN  MORTGAGE 

1  ELAND  C.  BRENDSEL 

VA 

•Hol 

1 1  n 
oil 

7  J  34 

A  110 / &1 
4/ 11/ 11 

>u 

BS,  U  of  Colo.  67 

PhD,  Northwestern  '74 

Finance 

11 

0 
0 

FEDERAL  PAPER  BOARD 

JOHN  R.  KENNEDY 

NJ 

MAI 

70/ 

a  /oi  /on 

7/ZI/jU 

MV 

IN  f 

BS,  Georgetown  '52 

Marketing 

41 

FEDERAL  REALTY  INVESTMENT  TRUST 

STEVEN  JAY  GUTTMAN 

MD 

inn 
IUU 

n 
7 

7/1 Q 
NO 

7  /10  1  Ak 

1 1 17/  40 

PA 

BA,  U.  of  Pittsburgh '6 

8  JD,  Geo.  Washington '72 

Real  estate 

21 

FEDERAL  SIGNAL 

JOSEPH  J.  ROSS 

IL 

jlo 

J4 

(M7 
04/ 

O  /OA  /At 
7//0/4J 

IL 

BA,  St.  Mary's '67 

JD,  DePoul  '69 

Legal 

10 

0 

FEDERAL-MOGUL 

DENNIS  J.  GORMLEY 

Ml 

1264 

4 

735 

11/28/39 

NY 

BS,  RPI  '63 

Tech/Mktg/Prodn  31 

4 

FEDERATED  DEPARTMENT  STORES 

ALLEN  1.  QUESTROM 

OH 

7305 

133 

2527 

4/13/40 

MA 

BS,  Boston  U. '65 

Marketing 

28 

4 

i: 

FERRO 

ALBERT  CHARLES  BERSTICKER  OH 

1098 

59 

996 

3/22/34 

OH 

BA,  Miomi  U.  (Ohio)  '56  MS,  Miami  U.  (Ohio)  '58 

Management 

35 

2 

7 

FHP  INTERNATIONAL 

WESTCOTT  WIIKEN  PRICE  III  CA 

1586 

33 

835 

5/6/39 

a 

BS,  U  of  Colo.  61 

MBA,  USC  '67 

Management 

12 

3 

3 

FIFTH  THIRD  BANCORP 

GEORGE  A.  SCHAEFER  JR.  OH 

895 

164 

3186 

5/17/45 

OH 

BS,  U.S.  Mil.  Acad. '67 

MBA,  Xavier  74 

Banking 

22 

3 

i 

FINA 

RONALD  WAYNE  HADDOCK  TX 

3394 

24 

979 

7/29/40 

IL 

BS  Purdue  63 

Tech/Ops/Mgmt 

7 

5 

5 

FINGERHUT 

THEODORE  DEIKEL 

MN 

1606 

62 

1155 

10/5/35 

MN 

U.  of  Minn. 

Marketing 

4 

4 

10 

FIRST  ALABAMA  BANCSHARES 

JAMES  STANLEY  MACKIN 

AL 

656 

95 

1194 

7/30/32 

AL 

BS,  Auburn  '54 

Banking 

27 

3 

7 

FIRST  AMERICAN 

DENNIS  C.  BOTTORFF 

TN 

523 

42 

878 

9/19/44 

IN 

BE,  Vanderbilt  '66 

MBA,  Northwestern  '68 

Fin/Bonking 

2 

2 

5 

FIRST  BANK  SYSTEM 

JOHN  F.  GRUNDHOFER 

MN 

1864 

124 

3491 

1/1/39 

CA 

BA,  Loyola  '60 

MBA,  USC '64 

Finance 

4 

4 

11 

FIRST  BRANDS 

ALFRED  E.  DUDLEY 

a 

989 

42 

705 

9/12/28 

OH 

BS,  Bowling  Green  '51 

Mktg/Prodn 

7 

7 

8 

FIRST  CHICAGO 

RICHARD  L.  THOMAS 

IL 

4358 

-114 

j7>9 

1/11/31 

OH 

BA,  Kenyon  '53 

MBA,  Harvard  '58 

Banking 

35 

2 

11 
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 !  1 

"King  George  IV  was  up  here, 
back  in  1822. 
He  would  drink  nothing  hut  The  Glenlivet:" 

-  Sandy  Milne, 

  our  Resident  Sage. 


■  133  v 


  What  is  a  single  malt  Scotch?   

A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 

distillery.  Not,  like  most  Scotch  today,  a  blend  of  many  whiskies.  The  Glenlivet 
single  malt  Scotch  whisky  should  therefore  be  compared  to  a  chateau-bottled  wine. 
Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 


His  Majesty  was  gracing 

Scotland  with  a  state  visit  at 
the  time.  He  brought  with 
him  a  powerful  thirst  for  The 
Glenlivet  single  malt  Scotch. 

As  his  host's  daughter,  Eliza- 
beth Grant,  recorded  in  her 
memoirs:  "Lord  Coryingham, 
the  Chamberlain,  was  looking 
everywhere  for  the  pure 
Glenlivet  whisky:  the  King 
drank  nothing  else." 

A  bottle  was  swiftly  brought 
up  from  the  cellar  and  pressed 
into  the  king's  hands.  "What  is 
not  recorded,"  says  our  own 
Sandy  Milne,  "is  whether  His 
Majesty  gave  anyone  else  a  sniff 
of  the  stuff." 


(GLENLIVET 

.The. 

GLENLIVEI 
■ 

1 

The  Glenlivet. 
The  Father  of  All  Scotch. 


©1992  Imported  by  The  Glenlivet  Distilling  Company,  N  Y  ,  N  Y  12-year-old  single  malt  Scotch  whisky  Ale.  43%  by  vol.  (86  proof)  The  Glenlivet  is  a  registered  trademark 


HOW 
JOHNSON  WAX 
GOT  A 
BEAUTIFUL  FINISH 
IN  THREE 
EASY  STEPS. 


When  a  leading  manufacturer  of  household  products 
wanted  to  increase  productivity  and  efficiency,  where  did 
they  turn?  Olsten  Staffing  Services.  We  helped  Johnson 
Wax  with  their  supplemental  staffing  needs  on  every  level 
from  corporate  to  manufacturing.  Perhaps  we  could  give 
your  company  a  terrific  new  luster.  To  find  out  more  about  Olsten's 
customized  services,  call  1-800-225-8367  or  contact  Allen  Gershlak,  Senior  Vice 
President  Partnership  Programs,  One  Merrick  Avenue,  Westbury,  NY  11590. 


A  Olsten 

0 1  Staffing  Services 


The  Working  Solution 


OLSTEN  SUCCESS  STORY  #76  -  JOHNSON  WAX 


.  EASY  TO  USE 
We  supplied  assignment 
employees  from  secretaries  to 
R&D  and  lab  technicians.  Plus 
three  dedicated  facilitators 
on-site  who  manage  and 
coordinate  the  Olsten 
assignment  employees. 


Services 

PURPOSE  f  OR 


NEED 


>.  AMAZING  RESULTS 

Efficiency  is  up.  Productivity  is 
up.  Johnson  Wax  is  up.  The 
Director  of  Human  Resources 
says,  "Olsten  is  doing  a  great 
job.  We  couldn't  be  happier 
with  the  results." 


©1993  Olsten  Corporation  EOE  M/F/D/V 


THE  CORPORATE  ELITE 


HDO.    SALES  PROFITS  MKT.  VAL. 

COMPANY  CEO  IOC     SMIL    SMIL     SMIL         BORN       PLACE        COLLEGE  EDUCATION  GRADUATE  STUDY 


FIRST  COLONY 

BRUCE  C.  GOTTWALD  JR. 

VA 

1283 

163 

1565 

12/6/57 

VA 

BA  VMI  8! 

MBA,  William  &  Mary '84 

Finance 

9 

1 

FIRST  COMMERCE 

IAN  ARNOF 

LA 

495 

72 

'  740 

7/26/39 

TN 

BS,  Vanderbilt  '61 

MBA,  Harvard  '63 

Finance 

15 

10 

FIRST  DATA 

HENRY  C.  DUQUES 

NY 

1205 

141 

4058 

6/16/43 

DC 

BS,  Geo.  Washington 

65  MBA,  Ceo  Washington '67 

Finance 

6 

6 

FIRST  EMPIRE  STATE 

ROBERT  G.  WILMERS 

NY 

890 

98 

968 

4/20  34 

NY 

A8,  Harvard  '56 

Harvard 

Banking 

11 

10 

FIRST  FIDELITY  BANCORPORATION 

ANTHONY  P.  TERRACCIANO 

NJ 

2462 

314 

3404 

10/27/38 

NJ 

AB,  St.  Peter's  '60 

MA,  Fordham  '62 

Banking 

4 

4 

EXECUTIVE  TO  WATCH 

►  This  tough-talking,  chain-smoking  banker  is  on  the  acquisition  trail.  Having  resuscitated  First! 
Fidelity,  he's  snapping  up  banks  in  Connecticut,  New  Jersey,  New  York,  and  Pennsylvania.  Tht. 
Bayonne  (N.J.)-born  philosophy  major  is  still  shopping  for  more.  And  he  has  the  bucks  to  spenl 
thanks  to  his  biggest  shareholder,  Banco  Santander,  one  of  Spain  s  largest  banks. 


FIRST  FINANCIAL  MANAGEMENT 

PATRICK  H.  THOMAS 

GA 

1388 

16 

2/19 

8/29/42 

GA 

BS,  Go.  State  '71 

Bonking/Tech 

22 

19 

FIRST  HAWAIIAN 

WALTER  ARTHUR  DODS  JR. 

HI 

547 

87 

910 

5/26/41 

HI 

BBA,  Hawaii/Manoa  '61 

Marketing 

25 

4 

; 

FIRST  INTERSTATE  BANCORP 

EDWARD  M.  CARSON 

CA 

4107 

282 

4615 

11/6/29 

AZ 

BA,  Ariz.  Stole  51 

Finance 

42 

3 

FIRST  OF  AMERICA  BANK 

DANIEL  R.  SMITH 

Ml 

1857 

169 

2285 

3/19/34 

Ml 

BBA,  Western  Mich. '55 

Northwestern 

Finance 

38 

8 

FIRST  SECURITY 

SPENCER  FOX  ECCLES 

UT 

680 

87 

1090 

8/24/34 

UT 

BS,  U.  of  Utah '56 

MBA,  Columbia  '59 

Finance 

33 

12 

FIRST  TENNESSEE  NATIONAL 

RONALD  A.  TERRY 

TN 

824 

89 

1122 

12/5/30 

TN 

BS,  Memphis  St.  '52 

SMU 

Banking 

36 

20 

1 

FIRST  UNION 

EDWARD  E.  CRUTCHFIELD  JR. 

NC 

4355 

515 

7499 

7/14/41 

Ml 

AB,  Davidson  '63 

MBA,  Wharton '65 

Finance 

28 

9 

1 

FIRST  USA 

JOHN  C.  TOLLESON 

17, 

479 

39 

1530 

8/16/48 

TX 

SMU 

Finance 

18 

8 

FIRST  VIRGINIA  BANKS 

ROBERT  H.  ZALOKAR 

VA 

602 

97 

1172 

5/25/27 

KS 

BS,  U.  of  Kan. '50 

Finance 

38 

9 

FIRSTAR 

ROGER  L.  FITZSIMONDS 

Wl 

1199 

166 

2145 

5/21/38 

Wl 

BBA,  U.  of  Wis. '60 

MBA,  U.  of  Wis. '71 

Banking 

29 

3 

FISERV 

GEORGE  D.  DALTON 

Wl 

332 

23 

792 

3/3/28 

IL 

Northwestern 

Finance/Tech 

37 

10 

FISHER-PRICE s 

RONALD  J.  JACKSON 

NY 

694 

41 

1018 

Age  49 

Ml 

BA,  Mich.  Stole  '65 

MBA,  Mich.  State  '66 

Mktg/Finance 

3 

3 

1 

FLEET  FINANCIAL  GROUP 

TERRENCE  MURRAY 

Rl 

4852 

280 

4255 

7/11/39 

Rl 

BA,  Harvard  '62 

Reol  estate 

31 

5 

1 

FLEET  MORTGAGE  GROUP 

ANDREW  D.  WOODWARD  JR. 

SC 

598 

109 

855 

8/7/46 

SC 

BS,  U.  of  S  C.  '69 

Finance 

24 

1 

FLEETWOOD  ENTERPRISES 

JOHN  C.  CREAN 

CA 

1942 

57 

1039 

7/4/25 

ND 

Prod  design 

43 

43 

1 

FLEMING 

E.  DEAN  WERRIES 

OK 

12954 

119 

1213 

5/8/29 

KS 

BS,  U.  of  Kan.  '52 

Mktg/Ops 

39 

5 

FLIGHTSAFETY  INTERNATIONAL 

ALBERT  LEE  UELTSCHI 

NY 

278 

82 

1131 

5/15/17 

KY 

Training 

42 

12 

FLORIDA  PROGRESS 

JACK  B.  CRITCHFIELD 

FL 

2095 

192 

3183 

5/23/33 

PA 

BS,  Slippery  Rock '55 

MA'60/Ed0'67, 
U.  of  Pittsburgh 

Management 

10 

4 

FLOWERS  INDUSTRIES 

AMOS  RYALS  McMULLIAN 

GA 

879 

32 

717 

8/28/37 

FL 

BS,  Fla.  St.  '62 

Fla.  State 

Finance 

3! 

12 

FLUOR 

LESLIE  G.  McCRAW 

CA 

6601 

135 

3687 

11/3/34 

SC 

BS,  Clemson  '56 

Technical 

/ 

4 

1 

FMC 

ROBERT  N.  BURT 

IL 

3974 

193 

1765 

5/24/37 

OH 

BS,  Princeton  '59 

MBA,  Harvard  '64 

Planning/Mgmt  20 

2 

' 

FOOD  LION 

TOM  E.  SMITH 

NC 

7196 

178 

2842 

5/2/41 

NC 

AB,  Catcwba  '64 

Retailing 

23 

8 

H 

FORD  MOTOR 

HAROLD  A.  POLING 

Ml 

100132 

-502 

25482 

10/14/25 

Ml 

BA,  Monmouth '49 

MBA,  Indiana  '51 

Finance 

43 

4 

1 

FOREST  LABORATORIES 

HOWARD  SOLOMON 

NY 

285 

64 

1495 

8/12/27 

NY 

BS,  CCNY'49 

LLB,  Yale'52 

Legal 

18 

17 

FOSTER  WHEELER 

LOUIS  E.  AZZATO 

NJ 

2495 

46 

1185 

10/8/30 

NY 

BS,  CCNY'52 

technical 

41 

12 

f 

FOUNDATION  HEALTH 

DANIEL  D.  CROWLEY 

a 

1143 

46 

647 

10/19/47 

NY 

Health  core 

4 

4 

11 

FOURTH  FINANCIAL 

DARRELLG.  KNUDSON 

KS 

425 

53 

653 

7/16/37 

SD 

BA,  Augustana  '59 

Finance 

3 

2 

FPL  GROUP 

JAMES  L.  BROADHEAD 

FL 

5193 

511 

7277 

11/28/35 

NY 

BME,  Cornell '58 

JD,  Columbia  '63 

Management 

5 

5 

FRANKLIN  RESOURCES 

CHARLES  B.  JOHNSON 

CA 

38i 

124 

3725 

1/6/33 

NJ 

BA,  Yole  '54 

Finance 

36 

22 

FREEPORT-McMORAN 

JAMES  R.  MOFFETT 

1A 

1655 

188 

2/01 

8/16/38 

LA 

BS,  U.  of  Tex. '61 

MS,  Tulane  '63 

Technical 

76 

9 

2( 

FREEPORT-McMORAN  COPPER  &  GOLD  JAMES  R.  MOFFETT 

NV 

714 

!30 

3929 

8/16/38 

LA 

BS,  U.  of  Tex. '61 

MS,  Tulane  '63 

Technical 

26 

9 

FRUIT  OF  THE  LOOM 

WILLIAM  FARLEY 

IL 

1855 

189 

2469 

10/10/42 

Rl 

AB,  Bowdoin  '64 

JD,  Boston  Coll. '69 

Finance 

8 

6 

35 

FUND  AMERICAN  ENTERPRISES  HOLDINGS  JOHN  J.  BYRNE 

VT 

249 

54 

856 

7/11/32 

NJ 

BS,  Rutgers '54 

MS  U  of  Mich  '59 

Fin/Actuarial 

8 

8 

7 

Gannett 

JOHN  J.  CURLEY 

VA 

3469 

346 

7515 

12/31/38 

PA 

BA,  Dickinson  60 

MS,  Columbia  '63 

Journalism 

74 

7 

— 

GAP  (THE) 

DONALD  GEORGE  FISHER 

CA 

2960 

211 

4126 

9/3/28 

(A 

BS,  Cal/Berkeley  '50 

Real  estate 

,'4 

24 

13 

GATX 

JAMES  J.  GLASSER 

IL 

1019 

29 

779 

6/5/34 

IL 

AB,  Yole  '55 

JD,  Harvard '58 

Legal/Mgmt 

32 

15 

6 

GAYLORD  ENTERTAINMENT 

EARL  W.  WENDELL 

TN 

644 

29 

2031 

8/17/27 

OH 

BA,  Col!  of  Wooster  '50 

Administration 

2 

2 

7 

GEICO 

OLZA  M.  n:ceiy  6 

DC 

2418 

173 

4168 

6/26/43 

VA 

BBA,  Georgia  Coll. '86 

Insurance 

32 

0 

i 

GENENTECH 

G.  KIRK  RAAB 

a 

496 

71 

4806 

9/27/35 

NY 

AB,  Colgate '59 

Marketing 

9 

4 

10 

GENERAL  DYNAMICS 

JAMES  R.  MEILOR 

VA 

34/2 

248 

2936 

5/3/30 

Ml 

BS,  U.  of  Mich. '52 

MS,  U.  of  Mich. '53 

Technical 

12 

0 

38 

GENERAL  ELECTRIC 

JOHN  FRANCIS  WELCH 

0 

56274 

4305 

83706 

II.  19/35 

MA 

BS,  11.  of  Moss. '57 

MS  '58/PhD  '60,  U.  of  III. 

Technical 

33 

12 

35 

GENERAL  INSTRUMENT 

DANIEL  F.  AKERSON 

IL 

1075 

-41 

3021 

10/31/48 

ca 

BS,  U.S.  Noval  Acod.  '70  MS,  London  Sch.  Econ.  '78 

Technical 

0 

0 

1 

GENERAL  MILLS 

H.B.  (BRUCE)  ATWATER  JR. 

MN 

8135 

506 

10011 

4/19/31 

MN 

AB,  Princeton  '52 

MBA,  Stanford  '54 

Marketing 

35 

12 

13. 
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It  sits, 

lies  down, 

and  does 


Good 


The  reversible  screen 
makes  presentations 


The  UltraLite  Versa  is  truly  a  breed 
apart.  It's  versatile  and  adapts  easily 
to  meet  your  changing  needs,  whatever 
and  wherever.  For  example,  switch 
from  a  mono  to  color  screen,  or  put  in 
more  hard-drive  memory.  And  despite 
its  heavy-duty  technology,  the  Versa 
weighs  as  little  as  6  pounds 

Then  there's  the  most  sophisticated 
and  flexible  display  on  the  market. 
Use  it  as  a  basic  notebook,  flip  it  around 
for  presentations,  or  use  it  as  a  pen- 
based  tablet.  Plus,  Versa's  screen 
provides  sharp  contrast  and  brilliant 
graphics,  monochrome  or  color. 
With  up  to  10  hours  of  battery  life, 
the  one  thing  it  won't  do  is  play  dead. 

Yes,  the  Versa  notebook  knows  a 
lot  of  tricks.  Its  i486™SL  processor  is 
fast  and  powerful,  yet  conserves  power 
Simply  swap  the  floppy  drive  for  an 
extra  battery,  doubling  battery  life. 

And  what's  a  notebook  computer 
if  you  can't  take  it  for  long  walks? 
Advanced  PCMCIA  communications 
capability  means  you  can  easily  send 
and  receive  faxes  and  retrieve  data. 
We'll  even  come  when  we're  called. 

In  addition  to  a  standard  3-year 
limited  warranty,  you  get  UltraCare!" 
an  enhanced,  full-service  program  pro- 
viding fast  response  and  support  anytime, 
anywhere,  at  home  or  overseas  * 

Begging  for  more?  Call  1-800- 
NEC-VERSA  or  for  info  via  fax,  NEC 
FastFacts,M  at  1-800-366-047  6, 
request  document  8583772. 

Because  ♦  is  the  way  you  want  to  go. 


Communications  Features 


A 


Using  thin,  credit-card-sized 
cards,  you  can  send  and  receive 
faxes,  talk  to  your  network,  or 
ensure  secure  dala  storage  And 
lor  advanced,  real-time  mobile 
communications,  Versa  is  even 
ready  for  wireless  and  cellular 
connectivity  and  also  incorpo- 
rates the  newest  PCMCIA 
technology 

•Accommodates  two  Type  II  cards 
or  one  Type  III  card 

•Simultaneous  card  capability 
data/fax  modem,  LAN,  storage 

•QuickSwap™  compatibility,  for 
features  such  as  changing  cards 
without  powering  down 


The  UltraUte  Versa 
is  ihe  first  of  a  new 
series  of  computer 
i  ,n  «;u<  r.  if,  ,n. 
NEC  designed  to 
work  together 
with  enhanced 
functionality 
and  advanced 
ergonomics 


With  the  UltraUte  Versa  you  can  choose  your  own  best  friend. 


Features/Options 


Versa 's  many  standaid  and  optional  fea- 
tures provide  exceptional  upgradability  and 
flexibility,  to  give  you  the  power  to  choose 
the  system  you  need  today  and  then 
enhance  its  features  as  your  needs  change 

Battery 

•DoubleTime™  technology,  for  increased 
battery  power 

•  Long-life  NiMH  battery  pack  2  5  to  5 
hours  (color)  and  4  to  6  hours  (mono) 

•  Optional  secondary  battery  for  a  total  of  5 
to  10  hours  (color)  and  8  to  12  hours  (mono) 

Storage  and  memory 

•Choice  of  120MB  180MB,  or  250MB  easily 
removable  hard  drives,  no  tools  required 

•  Slide-m  memory  cards,  for  upgradability 
from  4MB  all  the  way  to  20MB'" 

Processor 

•i486SL  processor.  25MHz  or  33MHz 

•  Built-in  numeric  coprocessor  and  8KB  cache 
Screen 

•  High-speed  local  bus  video  and  desktop-level 
640  X  480  display 

•NEC-upgradable  to  pen  capability?-  mono 
or  color 

•  Standard  9  4"  STN  s.delu  Super  VGA  mono- 
chrome screen,  with  64  shades  of  gray 

•  Optional  9  45"  TFT  active-matrix  Super  VGA 
color  screen,  with  wide-angle  viewing  and 
256-color  display  out  of  a  possible  226.000 

Docking  Station 

•  2  full-sized  ISA  slots,  for  expandability 

•  3  drive  bays  2  external  5  25"  and 
1  internal  3  5" 

•  Integrated  microphone  and  headphone  ports 
Pointing  Device 

•Custom  Ballpoint™  mouse  standard 


Versa Pad 


NEC's  new  VersaPad™,  the  ideal 
platform  for  corporate  pen  com- 
puting Perfect  for  data  collection 
and  transmission  needs,  including 
inventory  control,  sales  force  auto- 
mation and  merchandising 
•Full-function  i486SL  portable  tab- 
let computer 

•  Slim  4-pound  design  with  VGA 
transflective  screen  for  clear 
indoor/outdoor  viewing 

•  2  PCMCIA  Type  II  slots,  for  flexible 
communications  and  storage 

•  NiMH  battery  options  and 
advanced  power  management, 
for  long  battery  life 

•  Available  with  all  maior  pen  com- 
puting environments,  including 
Windows  for  Pen  Computing™  and 
PenPoint™  software 
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CEO 


HDQ  SALES  PROFITS  MKT  VAL 
IOC     SMIL    SMIL-  SMIL. 


BORN 


PLACE 


COLLEGE  EDUCATION 


GRADUATE  STUDY 


CAREER  PATH    COMPANY  CEO  THOUS 


!Al  MOTORS 


JOHN  F.  SMITH  JR. 


Ml  130590  -2621  33444     4/6/38  MA 


BA,  U.  of  Mass.  '60       MBA,  Boston  U.  '65 


Finonce 


32 


m 


EXECUTIVE  TO  WATCH 

►  Racing  to  remake  the  ailing  auto  giant,  he's  making  good  on  his  promise  to  stanch  the  flow  of 
red  ink  in  North  American  auto  operations.  But  the  defection  in  March  of  J.  Ignacio  Lopez  de 
Arriortua  to  Volkswagen  was  a  blow— compounded  by  GM's  subsequent  charges  that  Lopez  took 
sensitive  GM  documents  with  him.  The  more  immediate  challenge,  however,  will  be  tough  labor 
negotiations  this  fall. 


AL  NUTRITION 

WILLIAM  E.  WATTS 

PA 

454 

5 

813 

11/27/ 52 

NY 

BA,  SUNY/BuHolo  74 

Management 

18 

3 

627 

AL  PUBLIC  UTILITIES 

IAMES  R.  LEVA 

NJ 

3434 

288 

3728 

5/10/32 

Nl 

BS,  Fairleigh  Dickinson  '60  JD,  Seton  Hall  '80 

Administration 

41 

2 

591 

AL  RE 

RONALD  E.  FERGUSON 

0 

338/ 

596 

11050 

1/16/42 

IL 

BA, Blackburn '63 

MS,  U.  of  Mich. '65 

Actuarial 

24 

7 

1078 

AL  SIGNAL 

EDMUND  M.  CARPENTER  CT 

1618 

9 

1458 

12/28/41 

OH 

BS,  U.  of  Mich. '63 

MBA,  U.  of  Mich. '64 

Technical 

5 

5 

1146 

ICS  INSTITUTE 

GABRIEL  SCHMERGEL 

MA 

88 

■37 

917 

5/14/40 

Hungary 

BSME,  RPI  '62 

MBA,  Harvard  '67 

Management 

12 

12 

410 

A  PHARMACEUTICALS 

DAVID  F.  HALE 

CA 

31 

■38 

645 

1/8/49 

AL 

BA,  Jacksonville  St. '70 

Sales/Mktg 

6 

6 

434 

NE  PARTS 

LARRY  L.  PRINCE 

GA 

3669 

220 

4565 

10/4/38 

TN 

Memphis  Si. 

Mktg/Dist/Ops 

35 

4 

733 

'ME 

HENRI  A.  TERMEER 

MA 

219 

-31 

866 

2/28/46 

Netfierlands  U.  of  Rotterdam 

MBA,  U.ofVo  73 

Management 

10 

8 

660 

ilA  GULF 

IERRY  R.  SATRUM 

GA 

779 

46 

810 

11/6/44 

OK 

BS,  Ore.  State  '68 

Finance 

9 

3 

420 

jIA-PACIFIC 

A.  D.  CORRELL 

GA 

11847 

-60 

5641 

4/28/41 

GA 

BS,  U.  of  Ga.'63 

MS  66/MS  67,  U  of  Me 

Production 

5 

0 

1102 

R  PRODUaS 

ALFRED  A.  PIERGALLINI 

Ml 

1293 

133 

1928 

8/1/46 

PA 

BA,  Lofayetle  '68 

MBA,  U.  of  Chicago  70 

Marketing 

4 

4 

506 

FOOD 

SRAEL  COHEN 

MD 

3473 

82 

1380 

11/21/12 

Palestine 

Operations 

57 

16 

1247 

<gs  &  LEWIS 

JOSEPH  R.  COPPOLA 

Wl 

623 

36 

807 

9/28/30 

MA 

BS,  U  of  Moss.  '59 

Production 

0 

0 

NA 

TE 

ALFRED  M.  ZEIEN 

MA 

5163 

513 

11737 

2/25/30 

NY 

BS,  Webb  Inst.  '52 

Harvard 

Technical 

25 

3 

1380 

LTER  (P.H.) 

THOMAS  C.  NORRIS 

PA 

540 

57 

754 

5/9/38 

PA 

BA,  Gettysburg  '60 

Finonce 

33 

13 

508 

L  MARINE 

CHARLES  R.  LUIGS 

TX 

260 

28 

727 

4/4/33 

IN 

BS,  U.  of  Tex.  '57 

Soles/Mgml 

16 

16 

549 

iGHES  ELECTRONICS 

C.  MICHAEL  ARMSTRONG  CA 

12169 

49 

2940 

10/18/38 

Ml 

BS,  Miami  U.  (Ohio)  '61 

Marketing 

2 

2 

NA 

N  WEST  FINANCIAL 

HERBERT  M.  SANDLER 

CA 

2026 

284 

2648 

11/16/31 

NY 

BS,  CCNY'51 

ID  Columbia  5-1 

Legal 

30 

30 

814 

RICH  (B.F.) 

JOHN  D.  ONG 

OH 

2526 

-9 

1230 

9/29/33 

OH 

BA/MA,  Ohio  St.  '54 

LIB.  Harvard  57 

Legal 

32 

14 

988 

YEAR  TIRE  &  RUBBER 

STANLEY  C.  GAULT 

OH 

11785 

36/ 

611/ 

1/6/26 

OH 

BS,  Coll  ofWoosler'48 

Marketing 

2 

2 

1854 

(W.R.) 

J.  P.  BOLDUC 

FL 

5518 

79 

3527 

7/17/39 

ME 

BA,  St.  Cloud  Stole '61 

finance 

11 

1 

1452 

GER  (W.W.) 

DAVID  WILLIAM  GRAINGER  IL 

2364 

137 

2965 

10/23/27 

IL 

BS,  U.  of  Wis.  50 

Administration 

42 

26 

778 

ATLANTIC  &  PACIFIC  TEA 

JAMES  WOOD 

NJ 

10499 

-99 

1065 

1/19/30 

England 

(B,  Loughborough  55 

Operations 

13 

13 

1140 

LAKES  CHEMICAL 

EMERSON  KAMPEN 

IN 

1496 

233 

4880 

3/12/28 

Ml 

BS,  U.  of  Mich. '51 

Mktg/Prodn 

42 

21 

1071 

WESTERN  FINANCIAL 

JAMES  F.  MONTGOMERY 

CA 

3318 

54 

2285 

11/30/34 

KS 

BS,  UCLA '57 

Finonce 

33 

14 

1669 

TREE  FINANCIAL 

LAWRENCE  M.  COSS 

MN 

247 

72 

1457 

11/5/38 

SD 

Finance 

18 

18 

5118 

MAN 

RENSO  L.  CAPORALI 

NY 

3492 

120 

1290 

4/12/33 

NY 

BCE  54  MME  '60 
Clorkson 

MAE'62/MA'63/ 
PhD  '64,  Princeton 

Technical 

34 

3 

760 

El 

EXECUTIVE  TO  WATCH 

►  He  used  to  fly  U.S.  Navy  early-warning  aircraft  over  the  Pacific.  Now,  he  is  piloting  the  contractor 
through  rough  weather  caused  by  the  defense  downturn.  He  spent  decades  building  carrier-based 
planes,  but  no  new  airframe  projects  are  coming  on  stream.  So  he's  reducing  his  work  force— by 
more  than  20%  since  1 990.  An  aeronautical  engineer,  he  is  also  focusing  on  new  products,  such  as 
the  J-STARS  surveillance  aircraft  and  information  systems  for  customers  such  as  the  IRS. 

CHARLES  R.  LEE 

a 

19984 

1787 

34443 

2/15/40 

PA 

BS  Cornell  62 

MBA,  Harvard  '64 

Finance 

10 

1 

1851 

HOLDINGS 

GUY  B.  SNOWDEN 

Rl 

501 

38 

1232 

9/11/45 

NY 

Syrocuse.Poce,  Elizabeth 

Technical 

13 

13 

1313 

TATES  UTILITIES 

JOSEPH  L.  DONNELLY 

TX 

1773 

134 

2124 

3/17/29 

PA 

BS,  U  of  Scranton  '50 

JD,  U  of  Pa. '53 

Legal/Fin 

14 

2 

484 

WONETICS 

IOHN  F.  WHITE 

MA 

216 

25 

700 

4/4/44 

MD 

BA,  Williom  Jewell '67 

MBA,  Whorton  '69 

Marketing 

1/ 

10 

810 

URTON 

THOMAS  H.  CRUIKSHANK  IX 

6525 

123 

4578 

11/3/31 

LA 

8A,  Rice  '52 

U.  of  Tex.,  U.  Houston 

Finance/Legal 

n 

10 

800 

,{M.A.) 

MARTIN  D.  WALKER 

OH 

1330 

26 

742 

6/25/32 

IN 

BS  GMI'54 

MBA,  Mich.  State  70 

Production 

i 

7 

910 

FORD  BROTHERS 

HUGH  G.  FARRINGTON 

ME 

2066 

49 

893 

2/12/45 

NH 

BA,  Dartmouth  '67 

MAT,  U.  of  N.H.  '68 

Marketing 

75 

1 

518 

URT  GENERAL 

ROBERT  J.  TARR  JR. 

MA 

3745 

114 

3279 

12/7/43 

NY 

BS,  U.S.  Naval  Acad.  '66  MBA,  Harvard  73, 
MA,  Tufts  76 

Operations 

1/ 

2 

1925 

ID  (JOHN  H.) 

ROBERT  R.  WOODSON 

GA 

445 

57 

872 

4/18/32 

GA 

BS,  U  of  Go.  '58 

Finance 

29 

3 

360 

'-DAVIDSON 

RICHARD  F.  TEERLINK 

Wl 

1105 

r,4 

1622 

10/12/36 

IL 

BS,  Bradley '61 

MBA,  U.  of  Chicago  76 

Finance 

12 

5 

711 

JOHN  THOMAS  HARTLEY 

FL 

3004 

87 

1621 

3/4/30 

FL 

BS'51/BSEE'55,  Auburn 

Auburn 

Technical 

37 

7 

1234 

D 

MALCOLM  W.  GAMBILL 

PA 

1625 

92 

1035 

6/9/30 

NC 

BE,  Yole  '53 

Production 

38 

6 

625 

IRD  STEAM  BOILER  INSPECTION  WILSON  WILDE 

CT 

682 

56 

1027 

9/24/27 

a 

AB,  Williams '49 

Insurance 

40 

22 

611 

3 

ALAN  G.  HASSENFELD 

Rl 

2541 

179 

3280 

11/16/48 

Rl 

BA,  U.  of  Pa.  70 

Production 

23 

4 

1452 

AN  ELECTRIC  INDUSTRIES 

ROBERT  F.  CLARKE 

HI 

1031 

68 

962 

4/13/42 

CA 

BA,  Col/Berkeley  '65 

MBA,  Cal/Berkeley  '66 

Finonce 

/ 

3 

352 

>SPITAL  CORP.  OF  AMERICA 

THOMAS  F.FRIST  JR. 

TN 

5126 

28 

3423 

8/12/38 

TN 

BA,  Vonderbill  '61 

MD,  Wash.  U.  (Mo.)  '65 

Health  rare 

25 

8 

1068 

CARE  PROPERTY  INVESTORS 

KENNETH  B.  ROATH 

CA 

84 

36 

801 

12/17/35 

CA 

BS,  San  Diego  St. '63 

Finance 

9 

9 

656 

MANAGEMENT  ASSOCIATES 

WILLIAM  J.  SCHOEN 

FL 

278 

22 

647 

8/2/35 

CA 

BS,  USC  '60 

MBA,  USC  "63 

Marketing 

10 

8 

808 
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MKT  VAL 

TENURE  1 

COMPANY 

CEO 

LOC 

S  Mil 

S  MIL 

S  MIL 

BORN 

PLACI 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO  0U 

HEALTHTRUST 

R.  CLAYTON  McWHORTER 

TN 

2265 

93 

1623 

9/27/33 

TN 

BS,  Samford'55 

u      ...  „ 

Health  tare 

23 

6  15 

HEILIG-MEYERS 

WILLIAM  CHARLES  DiRUSHA 

VA 

658 

38 

1458 

1/10/50 

VA 

BS,  Va.  Commonwealth  '75 

Mktg/Finonce 

24 

9  A 

HEINZ  (H.J.) 

ANTHONY  J.F.  O'REILLY 

PA 

7103 

530 

9570 

5/7/36 

Ireland 

BC  Low,  0.  Coll.  Dublin  '58  PhD,  U.  or  Brodford  '80 

Ml....  /I  „„ „  1 

Mktg/Legal 

24 

14 

1 

HEIMERICH  &  PAYNE 

HANS  CHRISTIAN  HELMERICH 

OK 

230 

11 

890 

9/4/58 

OK 

DC     hnrtmnnlli  '01 

Db,  uortmoutn  01 

Management 

12 

4  ,'i 

HERCULES 

THOMAS  L.  GOSSAGE 

DE 

2865 

168 

3653 

5/7/34 

TN 

DC  rn  T0,L  icl 

o>,  uO  'iecn  jo 

rvn,  bo.  lecn.  j/ 

Technical 

6 

3 

HERSHEY  FOODS 

RICHARD  A.  ZIMMERMAN 

PA 

3220 

243 

4284 

4/6/32 

PA 

DA    Dnnn  (tntn  'CO 

da,  renn  Mate  jj 

Operations 

35 

10  \{ 

HEWLETT-PACKARD 

LEWIS  E.  PLATT 

CA 

16410 

881 

18487 

4/11/41 

NY 

DC            1 1  'LA 

rn,  Cornell  o<t 

mda,  wnarton  oo 

lech/Mgmt 

27 

'  - 

HIBERNIA 

STEPHEN  A.  HANSEL 

LA 

443 

•8 

636 

8/13/47 

NJ 

DA    LAInrln.inn  'AO 

da,  wesieyon  ov 

MDA    f nljintn  '71 

iyida,  Colgate  /I 

Banking 

2 

1  ■ 

HILLENBRAND  INDUSTRIES 

W  AUGUST  HILLENBRAND 

IN 

1430 

106 

2891 

9/18/40 

IN 

BS,  St.  Joseph's  '65 

111. In      0     -  J 

Mktg/rroan 

33 

4  ' 

HILTON  HOTELS 

BARRON  HILTON 

CA 

1203 

104 

2199 

10/23/27 

TX 

Management 

42 

10  ■ 

HOME  DEPOT 

BERNARD  MARCUS 

GA 

7148 

363 

18350 

5.  12/29 

NJ 

BS,  Rutgers '54 

Marketing 

IS 

IS  i 

HOME  SHOPPING  NETWORK 

GERALD  F.  HOGAN 

FL 

1098 

37 

1104 

11/30/45 

IL 

BA,  St.  Ambrose '68 

Marketing 

1 

HOMESTAKE  MINING 

HARRY  M.  CONGER 

CA 

660 

■176 

2621 

7/22/30 

WA 

BS,  Colo.  Mines '55 

lechnicol 

1Q 

la 

HON  INDUSTRIES 

JACK  D.  MICHAELS 

IA 

707 

39 

825 

8/30/37 

WV 

BSME,  Cincinnati  '60 

Production 

4 

---- 

HONEYWELL 

MICHAEL  R.  BONSIGNORE 

MN 

6223 

400 

5144 

4/3/41 

NY 

BS,  U.S.  Naval  Acad.  '63  Tex.  ASM 

Marketing 

OA 

24 

HORACE  MANN  EDUCATORS 

PAUL  J.  KARDOS 

IL 

704 

72 

847 

3/20/37 

PA 

85,  Grove  City '62 

finance 

16 

It  i ' 

HORMEL  FOODS 

RICHARD  L.  KNOWLTON 

MN 

2814 

95 

1610 

6/9/32 

MN 

BA,  U.  of  Colo.  54 

Mktg/rrodn 

39 

HOSPITALITY  FRANCHISE  SYSTEMS 

HENRY  R.  SILVERMAN 

NJ 

198 

20 

721 

8/2/40 

NY 

BA,  Williams '61 

LLB, U  of  Pa. '64 

Finance 

— ; 

HOUGHTON  MIFFLIN 

NADER  FARHANG  DAREHSHORI 

MA 

455 

19 

637 

12/15/36 

Iran 

BA,  Wis/Oshkosh  '66 

bales 

07 
// 

HOUSEHOLD  INTERNATIONAL 

DONALD  CAMERON  CLARK 

IL 

4181 

191 

3542 

8/9/31 

NY 

BBA,  Clarkson  '53 

MBA,  Northwestern  '61 

Finance 

3o 

111 

HOUSTON  INDUSTRIES 

DON  D.  JORDAN 

TX 

4596 

380 

6064 

5/9/32 

TX 

BBA,  U.  of  Tex.  '54 

JD.SoulhTex  69 

Ml..,.  MJm 

Mktg/Aam 

07 
it 

16  1 

HUBBELL 

G.  JACKSON  RATCLIFFE 

CT 

786 

94 

1671 

3/22/36 

WV 

AB,  Duke '58 

JD,U.ofVo.'61 

Finance/Legal 

10 
IV 

6  fi 

HUMANA 

DAVID  A.  JONES 

KY 

2811 

■114 

2025 

8/7/31 

KY 

8S,U  of  Louisville '54 

JD,  Yale '60 

Entrepreneur 

1 

HUNT  (J.B.)  TRANSPORT  SERVICES 

JAMES  KIRK  THOMPSON 

AR 

91? 

37 

918 

/  28/53 

AR 

BSBA,  U.  of  Ark. '78 

Finance 

20 

HUNTINGTON  BANCSHARES 

FRANK  G.  WOBST 

OH 

1259 

139 

2450 

11/14/33 

Germony  0  of  Erlongen  '55 

Goetlingen  '58 

Fin/Banking 

19 

13  " 

Inn 
|BP 

ROBERT  L.  PETERSON 

NE 

11128 

64 

1045 

/  '14/32 

NE 

0.  of  Neb. 

Production 

00 

61 

14  vi 

IDAHO  POWER 

JOSEPH  W.  MARSHALL 

ID 

498 

60 

1159 

9/21/38 

ID 

BS,  U.S.  Naval  Acad. '61 

Technicol 

in 

IDB  COMMUNICATIONS  GROUP 

JEFFREY  P.  SUDIKOFF 

CA 

155 

9 

813 

8/14/55 

MA 

BS,  Dartmouth  '77 

Enterpreneur 

in 
IU 

10  1 

IES  INDUSTRIES 

LEE  LIU 

IA 

678 

50 

934 

3,  30  33 

China 

BS,  lowoSt  '57 

Technical 

36 

10  2 

ILLINOIS  CENTRAL 

E.  HUNTER  HARRISON 

IL 

547 

73 

1290 

11/7/44 

TN 

BA,  Memphis  St. '68 

Emory 

Operations 

4 

ILLINOIS  POWER 

LARRY  D.  HAAB 

IL 

1479 

122 

1910 

9/28/37 

IL 

BS,  Millikin  -59 

Finance 

'■CI 

ILLINOIS  TOOL  WORKS 

JOHN  D.  NICHOLS 

IL 

2812 

192 

4440 

9/20/30 

China 

BA,  Horvord'53 

MSA,  Harvard  '55 

Production 

14 

12  ;i 

IMC  FERTILIZER  GROUP 

WENDELL  F.  BUECHE 

IL 

1059 

91 

653 

11/7/30 

Ml 

BS,  Notre  Dome'52 

Production 

i 
i 

IMCERA  GROUP 

C.  RAY  HOLMAN 

IL 

1703 

129 

2235 

10/22/42 

AR 

BS.  U  of  Mo  64 

Finance 

7 
/ 

INFORMATION  RESOURCES 

GIAN  MARK  FULGONI 

IL 

276 

19 

940 

1/24/48 

Wales 

BS,  U.  of  Manchester  '69  MA,  Lancaster  '70 

Marketing 

13 

s 

3 

INFORMIX 

PHILLIP  ELLIOTT  WHITE 

CA 

284 

48 

1280 

12/24/43 

IL 

BA,  III.  Wesieyon  '65 

MBA,  III.  State  '68 

Marketing 

5 

5  i 

INGERSOLL-RAND 

JAMES  E.  PERRELLA ' 

NJ 

3784 

116 

3990 

5/30/35 

NY 

BSME,  Purdue  '60 

MSIM,  Purdue '61 

Administration 

31 

o  : 

INLAND  STEEL  INDUSTRIES 

ROBERT  J.  DARNALL 

IL 

3494 

-159 

979 

3/30/38 

IL 

BA,  DePauw  '60; 
BS,  Columbia  '62 

MBA,  U.  of  Chicago '73 

Production 

31 

INTEGRA  FINANCIAL 

WILLIAM  F.  ROEMER 

FA 

890 

113 

1583 

9 '21/33 

OH 

BA,  Princeton  '55 



Bonking 

in 

15|J 

INTEL 

ANDREW  S.  GROVE 

CA 

5844 

1067 

26465 

9/2/36 

Hungary 

BS,  CCNY  '60 

PhD,  Col/Berkeley  '63 

Technical 

25 

INTERCO 

RICHARD  B.  LOYND 

MO 

1266 

158 

669 

12  1/27 

PA 

BEE  Cornell  50 

Marketing 

5 

4 

INTERNATIONAL  BUSINESS  MACHINES  LOUIS  V.  GERSTNER  JR. 

NY 

64523 

■6865 

2519/ 

3.  i  <:  ■ 

NY 

BA,  Dartmouth  '63 

MBA,  Harvard  '65 

Mktg/Consultinc 

1 

1 

INTERNATIONAL  FLAVOR)  &  FRAGRANCES 

EUGENE  P.  GRISANTI 

NY 

1126 

177 

4350 

10/24/29 

NY 

AB,  Holy  Cross  '51 

LLB,  Boston  U.  '53, 
LLM,  Harvard '54 

Legal 

33 

8 

INTERNATIONAL  GAME  TECHNOLOGY 

JOHN  J.  RUSSELL 

NV 

399 

65 

4403 

12/7/29 

OK 

Long  Beach  St 

Finance 

0 
0 

0 

INTERNATIONAL  KAPER 

JOHN  A.  GEORGES 

NY 

13598 

142 

8092 

2/24/31 

TX 

BS,  U.  of  III.  '51 

MBA,  Drexel  '57 

Technicol 

\A 

c 

INTERNATIONAL  SPECIALTY  PRODUCTS 

SAMUEL  J.  HEYMAN 

NJ 

571 

5/ 

712 

3/1/39 

NY 

BS,  Yale  '60 

LLB,  Harvard  '63 

Legal 

in 
III 

INTERPUBLIC  GROUP 

PHILIP  HENRY  GEIER  JR. 

NY 

1804 

112 

2245 

2/22/35 

Ml 

BA,  Colgate '57 

MS,  Columbia '58 

Marketing 

35 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

STANLEY  J.  BRIGHT 

IA 

498 

45 

778 

4/21/40 

NY 

BBA,  Geo.  Washington  '6; 

finance 

7 
I 

IPALCO  ENTERPRISES 

JOHN  R.  HODOWAL 

IN 

633 

92 

1436 

2/16/45 

OH 

BS,  Purdue  '66 

JD,  Indiana '70 

Finance/Legal 

'IS 

ITEL 

ROD  DAMMEYER 

11 

1682 

60 

943 

11.  5/40 

OH 

BS,  Kent  Stole '62 

finance 

8 

in 

RAND  V.  ARASKOG 

NY 

21651 

260 

11178 

10/30/31 

MN 

BS,  U  S  Mil.  Acad. '53 

Harvard 

Mklg/Prodn 

27 

14 

EXECUTIVE  TO  WATCH 

►  He  quieted  a  shareholder  revolt  by  linking  his  compensation  to  stock  performance.  He  al 
pledged  to  nearly  double  return  on  equity  to  15%  by  1995.  To  make  that  ambitious  goal,  hi 
sold  in  Corp.'s  30%  stake  in  Alcatel  and  tightened  operations.  With  health<are  reforms 
looming,  in's  Hartford  Life  sold  its  medical  and  dental  insurance  business.  The  strategy  is  pc 
off:  The  company's  stock  is  up  30%  since  January. 
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THECORPOR, 
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HDQ 

1 OC 

SALES 
S  MIL 

PROFITS 
S  MIL 

MKT  VAL 
S  MIL 

TENURE 

PAY  S 

IV 

CEO 

ffiiicrc  1 Ml II  A  1 II itJ 

UKAUUMI t  >  1 UU I 

CAREER  PATH  COMPANY 

CEO 

THOLIS 

AES  RIVER  CORP.  OF  VIRGINIA 

ROBERT  C.  WILLIAMS 

VA 

4728 

•122 

1744 

1/24/30 

OH 

ME,  Cincinnati  '53 

MBA,  Xovier'57 

Technical 

34 

3 

1396 

RSON-PILOT 

DAVID  A.  STONECIPHER 

NC 

1202 

203 

2704 

3/29/41 

TN 

BS,  Vanderbill  '62 

MBA,  Go.  State '67 

Finance 

1 

1 

NA 

1  NUVEEN 

RICHARD  J.  FRANKE 

IL 

221 

63 

1566 

6/23/31 

11 

BA,  Yale '53 

MBA,  Harvard '57 

Finance 

36 

19 

3591 

ISON  &  JOHNSON 

RALPH  S.  LARSEN 

NJ 

13753 

1625 

26442 

11/19/38 

NY 

BS,  Hofslro  '62 

Prodn/Mktg 

29 

■1 

1741 

ISON  CONTROLS 

JAMES  H.  KEYES 

Wl 

5157 

123 

2317 

9/2-40 

Wl 

BS,  Marquette  '62 

MBA,  Northwestern  73 

Finance 

27 

(, 

979 

r  ft  DOA  D CI  PDAIID 

S  ArrAKIL  bKUUr 

CfHMEV  IflMMCI 
>IUNtl  KIMmcL 

rA 

/107 

'Ml 

/ii 
41 

£70 
O/Z 

i  /^^.  /op. 
1/16/zo 

M 

rA 

Temple 

Administration 

23 

18 

ou 

EMS 

U    UIIIIIA1U  IIIDTAM 

H.  WILLIAM  LUKIUN 

MM 

MN 

Q7Z 
O/O 

61 

ono 
7U7 

Q  /1Q  /TO 

9/ IB/ n 

rf 
1.1 

BA,  rnncipia  jl 

Adm/Ops/Sales  38 

L  L 

790 

NSAS  CITY  POWER  &  LIGHT 

DRUE  JENNINGS 

MO 

803 

86 

1555 

10/7/46 

KS 

BS,  U  of  Kan. '68 

JD,  U  of  Kon.  72 

Legal 

20 

5 

422 

AS  CITY  SOUTHERN  INDUSTRIES 

LANDON  HILL  ROWLAND 

MO 

741 

64 

1/33 

5,20/3/ 

NC 

BA,  Dartmouth  '59 

JD,  Harvard '62 

Legal 

14 

/ 

501 

MAN  &  BROAD  HOME 

BRUCE  E.  KARATZ 

ca 

1094 

28 

707 

10/10/45 

MN 

BS,  Boston  U.  '67 

JD,  USC  70 

Real  estate 

21 

/ 

1288 

DGG 

ARNOLD  G.  LANGBO 

Ml 

6191 

683 

11738 

4/13/37 

Canada 

U.  of  British  Columbia 

Marketing 

37 

2 

1255 

r  SERVICES 

TERENCE  E.  ADDERLEY 

Ml 

1/23 

39 

1132 

9/1/33 

Ml 

BBA,  U  of  Mich.  55 

MBA,  U.  of  Mich.  '56 

Finance 

36 

26 

574 

'ER 

DAVID  B.  MATH  IS 

IL 

2201 

209 

1233 

4/13/38 

GA 

BA,  Lake  Forest '60 

Insurance 

33 

2 

1002 

ALL  INTERNATIONAL 

RICHARD  A.  GILLELAND 

MA 

775 

■50 

781 

7/5/44 

NE 

BA,  U  of  Minn  '67 

Marketing 

3 

3 

1482 

-McGEE 

FRANK  A.  McPHERSON 

OK 

3382 

■26 

2695 

4/29/33 

OK 

BS,  Oklo.  State  '57 

Operations 

37 

10 

525 

ORP 

VICTOR  J.  RILEY  JR. 

NY 

2239 

246 

3947 

8/29/31 

NY 

BA,  Notre  Dome  '53 

Finance 

30 

20 

1380 

FONE  INTERNATIONAL 

RAYMOND  ALBERT  LeBLANC 

rx 

528 

43 

835 

3/1/30 

NY 

BSCE,  U.  of  Detroit '55 

U.  of  Detroit 

Marketing 

34 

8 

657 

ALL  INTERNATIONAL 

DOUGLAS  A.  HABIG 

IN 

722 

31 

641 

9/13/46 

KY 

BS,  St.  Louis  '68 

MBA,  Indiana  72 

Finance 

18 

3 

330 

ERLY-CLARK 

WAYNE  R.  SANDERS 

TX 

7091 

345 

7839 

7/6/47 

IL 

BS,  III.  Tech. '69 

MBA,  Marquette  72 

Planning 

18 

2 

98/ 

WORLD  PRODUCTIONS 

MICHAEL  GORDON  KING 

CA 

503 

95 

1379 

3/8/48 

NJ 

BA,  Foirleigh  Dickinson  '7 

Mktg/Soles 

16 

9 

2111 

RT 

JOSEPH  E.  ANTONINI 

Ml 

37942 

941 

9374 

7/13/41 

WV 

BS,  W.  Va.  U.  '64 

Marketing 

30 

6 

1455 

HT-RIDDER 

JAMES  KNOX  BATTEN 

FL 

2330 

146 

2994 

1/11/36 

VA 

BS,  Davidson '57 

MPA,  Princeton  '62 

Journalism 

36 

5 

684 

'S 

WILLIAM  S.  KELLOGG 

Wl 

1097 

29 

1495 

7/8/43 

Wl 

Marketing 

26 

14 

897 

;er 

JOSEPH  A.  PICHLER 

OH 

22145 

101 

2240 

10/ 3/  3  9 

M0 

BBA,  Notre  Dame '61 

MBA  '63/PhD  66, 

II       at    ( k 

U.  otlnicago 

Educ/Adm 

13 

3 

567 

4ERGY 

IAUU  T  ftjrU/TAU 

JOHN  1.  NcWIUN 

KY 

576 

77 

1201 

7  /no  /on 

KY 

DC       llla.ta.nl/..  'CO 

BS,  Western  Ky.  52 

Finance 

36 

L 
0 

527 

Urge 

MICHEL  ROSE 

VA 

1511 

■37 

10/1 

2/27/43 

France 

BS.Ecole  Mines/Nancy  '68 

MBA,  Intl.  Mgmt.  Inst.  77 

Technical 

24 

1 

149 

RESEARCH 

ROGER  D.  EMERICK 

CA 

171 

10 

708 

9/25/39 

WA 

BS,  U.ofWash. '64 

Marketing 

11 

11 

456 

ASTER  COLONY 

JOHN  B.  GERLACH 

OH 

556 

32 

941 

1/28/27 

OH 

Ohio  U 

Finance 

32 

30 

400 

E 

JOHN  WILLIAM  DISHER 

NC 

461 

39 

657 

7/16/33 

NC 

BBA,  Woke  Forest '59 

Finance 

34 

5 

273 

COMMUNICATIONS 

BERNARD  JOHN  EB8ERS 

MS 

NA 

NA 

2151 8 

8/27/41 

Canada 

BS,  Mississippi  Coll.  '67 

Production 

8 

8 

800 

OTERPRISES 

RICHARD  DOUGLAS  GOTTLIEB 

IA 

356 

38 

719 

6/12/42 

IA 

BS,  U.  of  Ariz. '64 

Administration 

29 

2 

1520 

IT 

JOHN  F.  BURTON 

VA 

427 

28 

690 

6/3/51 

Rl 

BA,  Boston  Coll. '73 

Soles/Mktg 

9 

1 

6/5 

ETT  &  PLAn 

HARRY  M.  CORNELL  JR. 

MO 

1170 

62 

1617 

10/5/28 

Dutch  E. 

BS,  U  of  Mo  '50 

Marketing 

43 

34 

1074 

IR 

LEONARD  MILLER 

Fl 

426 

29 

800 

9/18/32 

MA 

AB,  Harvard '55 

Real  eslote 

34 

34 

627 

LDIA  NATIONAL 

IAN  M.  CUMMING 

NY 

1593 

131 

1272 

Age  52 

Canada 

BA,  U.  of  Kan. '62 

MBA,  Harvard  70 

Finance 

15 

15 

2270 

ENERGY 

ROGER  W.  HALE 

KY 

835 

83 

1356 

7/16/43 

MD 

BA,  U  of  MrJ.  '65 

MS,  MIT  79 

Mktg/Ops 

4 

4 

578 

TY 

W.  HAYNE  HIPP 

sc 

403 

40 

662 

3/11/40 

SC 

BA,  Washington  &  Lee  '62  MBA,  Wharton  '65 

Mktg/Finance 

24 

15 

400 

TY  MEDIA 

PETER  R.  BARTON 

CO 

157 

14 

3097 

4/6/51 

DC 

BA'71/MS'72,  Columbia 

MBA  Harvard  82 

Administration 

3 

2 

302 

TY  NATIONAL  BANCORP 

MALCOLM  B.  CHANCEY  JR. 

KY 

381 

46 

687 

12/2/31 

KY 

BS,  U.  of  Louisville  '54 

Operations 

26 

1 

433 

(ELI) 

RANDALL  L.  TOBIAS 

IN 

616/ 

828 

13827 

3/20/42 

IN 

BS,  Indiana  '64 

Marketing 

0 

0 

NA 

ED  (THE) 

LESLIE  H.  WEXNER 

OH 

7086 

455 

8074 

9/8/37 

OH 

BS,  Ohio  St. '59 

Ohio  State 

Mktg/Finance 

30 

30 

1860 

EXECUTIVE  TO  WATCH 

►  His  year  started  off  in  celebration— the  longtime  bachelor  got  married.  But  the  partying  is  over. 
His  Limited  and  Lerner  Stores  chains  are  losing  customers.  Summer  was  especially  painful:  He 
announced  a  $200  million  charge  in  August  to  cover  the  cost  of  renovating  or  closing  250  stores. 
Ever  the  optimist,  he's  promoting  the  growth  potential  of  his  smaller  chains  that  sell  toiletries, 
lingerie,  and  men's  apparel. 


iOADCASTING 

CRAIG  O.  McCAW 

WA 

5/3 

-69 

6037 

8/11/49 

WA 

BA,  Stanford  73 

Monogement 

4 

4 

50 

IN  NATIONAL 

IAN  McKENZIE  ROLLAND 

IN 

8034 

363 

4308 

6/3/33 

IN 

BA,  DePauw  '55 

MA  U  of  Mich  56 

Fin/Actuarial 

37 

16 

841 

R  TECHNOLOGY 

ROBERT  H.  SWANSON 

a 

119 

25 

1107 

8/9/38 

MA 

BS,  Northeastern  '63 

U.  of  San  Francisco 

Technical 

12 

12 

529 

i 1NDUSTRIES 

ALTON  J.  BRANN 

CA 

5693 

1/4 

2596 

12/23/41 

ME 

BA,  U.  of  Mass.  '69 

Technical 

20 

1 

593 

AIBORNE 

JEROME  A.  CHAZEN 

NY 

2194 

219 

1909 

3/21/27 

NY 

BA,  U.  of  Wis. '48 

MBA,  Columbia  '50 

Marketing 

16 

4 

1099 

HEED 

DANIEL  M.  TELLEP 

a 

10100 

348 

3822 

11/20/31 

PA 

BS,  Cal/Berkeley  '54 

MS,  Col/Berkeley '55 

Technical 

38 

5 

1350 

re 

DAVID  FREEMAN 

a 

608 

72 

1367 

4/14/44 

England 

Fellow,  Insl.  Chart.  Accts.  '65 

Fin/Legal 

19 

0 

457 

s 

PRESTON  ROBERT  TISCH 

NY 

13309 

-22 

6128 

4/29/26 

NY 

BA.  U  of  Mich  '48 

Operations 

34 

6 

1377 

STAR  STEAKHOUSE  &  SALOON 

JAMIE  B.  COULTER 

KS 

34 

5 

685 

10/20/40 

TX 

BBA.  Wichita  St. '63 

Administration 

3 

3 

117 

ISLAND  LIGHTING 

WILLIAM  J.  CATACOSINOS 

NY 

2622 

302 

3219 

4/12/30 

NY 

BS,  NYU  '51 

MBA'52/PhD'62,  NYU 

Administration 

10 

10 

493 

5  DRUG  STORES 

ROBERT  MERRILL  LONG 

CA 

2475 

53 

681 

5/19/38 

CA 

BA,  Claremonl  Men's  '60 

Marketing 

32 

16 

409 
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Fast.  Responsive.  Flexible.  A  creative  problem-solver. 


Today,  these  are  the  qualities  that  business  demands 


of  your  insurance  partner.  But  if  that  partner- 


ship isn't  everything  it  could  be,  talk  to 


You've  Made  Us 


Liberty  Mutual,  the  largest  Workers  Compensation  S 


provider  in  the  country.  Responding  to  your  needs 
with  managed  care  programs,  property,  fleet  and 


is? 


it 


 _ 


It 


liability  policies,  unbundled  loss  prevention  services,  self-insurance 


plans,  RISKTRAC*  Software,  employee  benefit  plans  and 


more.  From  fraud  detection  to  medical  and  disability  manage- 


ment, no  one  fights  more  aggressively  to  control  your  costs.  After  all, 


What  We  Are  Today. 


f(S *  you  have  to  adjust  to  changing  market  conditions. 
~7 Shouldn't  you  have  an  insurance  company  that 


y/,s>  LIBERTY 

*1V'//      does  the  same?  MUTUAL 


©  1993  Liberty  Mutual  Insurance  Group/Boston 
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HDD 

SALES 

PROWS  MKT  VAL 

TENURE  , 

COMPANY 

C(0 

IOC 

SMIL. 

$  MIL 

S  MIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CE0  I 

LONGVIEW  FIBRE 

RICHARD  PETER  WOLLENBERG 

WA 

691 

32 

934 

8/1/15 

AK 

BS,  Cal/Berkeley'36 

MBA,  Harvard '38 

Tech/Prodn 

54 

16 

LORAL 

BERNARD  L.  SCHWARTZ 

NY 

3335 

159 

2586 

12/13/25 

NY 

BBA,  CCNY'48 

Finance 

21 

21  4 

LOTUS  DEVELOPMENT 

JIM  P.  MANZI 

MA 

900 

80 

133/ 

12/22/51 

NY 

BA,  Colgate  '73 

MA,  Tufts  79 

Marketing 

10 

7 

LOUISIANA  LAND  &  EXPLORATION 

H.  LEIGHTON  STEWARD 

LA 

766 

-1 

1383 

12/1/34 

TX 

BS,  SMU  '58 

MS,  SMU  '60 

Technical 

11 

5  [ 

LOUISIANA-PACIFIC 

HARRY  A.  MERLO 

OR 

2185 

177 

3894 

3/5/25 

CA 

BS,  Col/Berkeley  '49 

Col/Berkeley 

Mktg/Prodn 

26 

21 

LOWE'S 

LEONARD  GRAY  HERRING 

NC 

3846 

85 

2846 

6/18/27 

NC 

BS,  0.  of  N  C.  '48 

Finance 

38 

15  J 

LSI  LOGIC 

WILFRED  J.  CORRIGAN 

ca 

617 

no 

83S 

3  21  38 

England 

BS,  Imperial  Coll.  of  Sci. '60 

Technical 

13 

13  1 

LUBRIZOL 

LESTER  E.  COLEMAN 

OH 

1552 

125 

2394 

11/6/30 

OH 

BS,  U-  of  Akron  '52 

MS  '53/PhD  "55,  U.  of  III 

Research 

38 

15 

LUBY'S  CAFETERIAS 

RALPH  ERBEN 

TX 

346 

33 

695 

2/8/31 

TX 

BS,  Baylor  '54 

Management 

34 

4  J 

LUKENS 

R.  WILLIAM  VAN  SANT 

PA 

881 

33 

645 

8/19  38 

IA 

BS,  0.  of  Iowa  66 

MS,  U.  of  lowo '67 

Production 

2 

2  J 

LYONDELL  PETROCHEMICAL 

BOB  G.  GOWER 

TX 

4805 

26 

1460 

8/14/37 

IL 

BS'58/MS'60,Soothemlll 

PhD,  U.  of  Minn. '63 

Research/Tech 

30 

5  I 

Magma  power 

PAUL  M.  PANKRATZ 

CA 

100 

36 

8/8 

3.  30/32 

KS 

BS,  U.  of  Kan.  '55 

Production 

2 

2  1 

MANOR  CARE 

STEWART  W.  BAINUM  JR. 

MD 

916 

67 

1162 

3/25,  46 

MD 

BA,  Pacific  Union '68 

MBA,  UCLA  70 

Finance/Mgml 

20 

7  |j 

MANPOWER 

MITCHELL  S.  FROMSTEIN 

Wl 

318/ 

■40 

1221 

Age  65 

Wl 

Administration 

17 

5 

MANVILLE 

WILLIAM  THOMAS  STEPHENS 

CO 

2224 

47 

916 

9/2/42 

AR 

BS,  U  of  Ark  65 

M5  U  of  Ark  66 

Tech/Fin/Ops 

27 

7 

MAPCO 

JAMES  E.  BARNES 

UK 

2640 

101 

1894 

3  ?  34 

OK 

BS,  Oklo  Stale  57 

Technical 

10 

10 

MARION  MERRELl  DOW 

FRED  W.  LYONS  JR. 

MO 

3320 

685 

5038 

11/7/35 

OH 

BS,  U.  of  Mich.  '57 

MBA,  Harvard '59 

Management 

23 

2 

MARK  IV  INDUSTRIES 

SAL  H.  ALFIERO 

NY 

1222 

46 

905 

10  11  3/ 

Rl 

BS.  RPI  63 

MBA,  Horvord '66 

Technical 

25 

25 

MAR  R  IOn 

JOHN  WILLARD  MARRIOTT  JR. 

DC 

8722 

85 

2952 

3/25/32 

DC 

BS,  U.  of  Utah '54 

Operations 

3/ 

21  ' 

marsh  &  Mclennan 

A.  J.  C.  SMITH 

NY 

2937 

304 

6585 

4/13/34 

Scotland 

Consulting 

32 

1  i 

MARSHALL  &  ILSLEY 

JAMES  B.  WIGDALE 

Wl 

798 

11/ 

1514 

8  9  '36 

Wl 

AB,  Stanford '59 

Marquette 

finance 

31 

1 

MARTIN  MARIETTA 

NORMAN  R.  AUGUSTINE 

MD 

5954 

345 

3994 

7/27/35 

CO 

BS,  Princeton  '57 

MS,  Princeton  '59 

Technical 

16 

6 

MARVEL  ENTERTAINMENT  GROUP 

WILLIAM  C.  BEVINS  JR. 

NY 

224 

33 

2073 

Age  46 

TN 

BS,  East  Tenn.  St  '68 

finance 

4 

2 

MASCO 

RICHARD  A.  MANOOGIAN 

Ml 

3525 

183 

4715 

7/30/36 

NJ 

BA,  Yale  '58 

Management 

35 

25 

MASCOTECH 

RICHARD  A.  MANOOGIAN 

Ml 

1657 

38 

1048 

7/30/36 

NJ 

BA,  Yale  '58 

Management 

35 

9 

MATTEL 

JOHN  W.  AMERMAN 

CA 

1848 

144 

2593 

1/28/32 

NJ 

BA,  Dortmooth  '53 

MBA,  Amos  Tuck '54 

Marketing 

13 

7 

EXECUTIVE  TO  WATCH 

►  It's  all  smiles  since  his  deal  to  acquire  Fisher-Price  Inc.  for  $  1.1  billion.  He  wants  to  market  its 
popular  infant  and  preschool  toys  globally  through  the  vast  overseas  distribution  network.  He 
celebrating  another  milestone:  Barbie's  sales  are  expected  to  top  $  1  billion  this  year,  compar 
with  $430  million  in  1 987.  He  is  even  winning  at  the  track.  He  has  stakes  in  more  than  a  dozer 
racehorses,  including  top-ranked  Star  of  Cozzene. 

MAXUS  ENERGY 

CHARLES  L.  BLACKBURN 

n 

718 

74 

1172 

1/9/28 

OK 

BS,U.of0kla.'52 

Technical 

7 

7  = 

MAY  DEPARTMENT  STORES 

DAVID  C.  FARRELL 

MO 

11150 

603 

101/8 

6/14/33 

IL 

BA,  Antioch'56 

Marketing 

3/ 

14 

MAYTAG 

LEONARD  A.  HADLEY 

IA 

3041 

•8 

1808 

7/4/34 

IA 

BSC,  U.  of  lowo  '58 

Droke 

Finance 

34 

1 

MBIA 

DAVID  H.  ELLIOTT 

NY 

328 

189 

3095 

12/9/41 

0 

BA  Yale '64 

LIB,  Boston  U. '67 

Legal/Insurance  20 

2 

MBNA 

ALFRED  LERNER 

DE 

1172 

173 

3391 

5/8/33 

NY 

AB,  Colombia  '55 

Finance 

3 

3 

McCAW  CELLULAR  COMMUNICATIONS ' 

CRAIG  0.  McCAW 

WA 

1743 

365 

11779 

8/11/49 

WA 

BA,  Stanford  73 

Management 

24 

8 

McCORMICK 

BAILFY  A  THOMAS 

MD 

1471 

95 

1740 

1/19/31 

MD 

ABA,  U  of  Baltimore  52 

Prodociion 

32 

2 

McDERMOTT  INTERNATIONAL 

ROBERT  EDWARD  HOWSON 

LA 

3173 

6/ 

15/2 

8/27/31 

LA 

BS,  Lo. Tech '53 

MS,  Tulane  '61 

Technical 

36 

McDONALD'S 

MICHAEL  R  OUINLAN 

IL 

7133 

959 

19006 

12/9/44 

IL 

BS,  Loyola  '67 

MBA  Loyola  70 

Production 

30 

McDonnell  douglas 

JOHN  FINNEY  McDONNELL 

JUI  111  1  II1I1L  1  IIHUyilMLLl 

MO 

17373 

698 

3131 

3  18/38 

MD 

BS,  Princeton  60 

MS,  Princeton  '62 

Finonce 

31 

6 

McGRAW-HILL 

JOSEPH  L.  DIONNE 

NY 

2050 

153 

3412 

6/29/33 

AL 

BA'55/MS'57,Hofslro 

EdD,  Columbia  '65 

Educ/Publish 

27 

10 

MCI  COMMUNICATIONS 

BERT  C.  ROBERTS  JR. 

DC 

10562 

609 

14271 

8/25/42 

MO 

BS,  Johns  Hopkins '65 

Management 

21 

2 

McKESSON 

ALAN  SEELENFREUND 

CA 

11669 

115 

2074 

10/22/36 

NY 

BA,  Cornell  '59 

MS,  Cornell '60; 
PhD,  Stanford  '67 

Finance 

18 

4  | 

MCN 

AIFRFQ  R  fil  ANfY  III 

MLItlCu  H.  ULHn^  1  III 

Ml 

1438 

58 

1019 

3/14/38 

Ml 

AB  Princeton  60 

MBA,  Harvard  '62 

Finance/Mktg 

31 

10 

MEAD 

STEVEN  f  MASON 

OH 

4703 

38 

2783 

2/22/36 

Canada 

BS,  MIT '57 

Production 

36 

1 

MEDCO  CONTAINMENT  SERVICES  10 

RICHARD  S  RRAnnOf  K 

NJ 

1813 

103 

5374 

11/30/41 

OK 

BA,  Dartmouth  63 

MBA,  Horvord  '65 

Finance 

1 

1 

MEDITRUST 

ABRAHAM  D  fif)\M4N 

MA 

132 

51 

1017 

12/8/28 

MA 

BS,  U  of  N.H.  '49 

Health  core 

8 

8 

MEDTRONIC 

WIIIIAM  W  GEORGE 

MN 

1328 

212 

3657 

9/14/42 

Ml 

BS,  Ga.  Tech  '64 

MBA,  Horvord  '66 

Management 

5 

2 

MELLON  BANK 

FRANK  V  CAHOIIFT 

PA 

2972 

437 

3658 

5/25/32 

MA 

AB,  Horvord  '54 

MBA,  Whorton  '59 

Banking/Adm 

6 

6 

MELVILLE 

jihulei  r.  uuLi/jicm 

NY 

10133 

156 

4885 

6/5/34 

Rl 

BS,  Wharton '55 

Marketing 

24 

/ 

MERCANTILE  BANCORPORATION 

MO 

816 

85 

1144 

10/15/39 

IL 

BS,  Lake  Forest '63 

MBA,  U.  of  Chicago '68 

Banking 

5 

5 

MERCANTILE  BANKSHARES 

HFNRY  F 1 1 P 1 0 N f%  RAinwIN 

MD 

502 

76 

918 

1/15/32 

M0 

AB,  Princeton  '54 

Finance 

37 

17 

MERCANTILE  STORES 

nAvin  i  NiCHni  s 

UMVIU  L.  PM\.nULj 

OH 

2751 

87 

1179 

9/1/41 

OH 

U  of  Toledo 

Marketing 

30 

2 

MERCK 

P  ROY  VAOFIOS 

NJ 

9663 

2447 

3/3/9 

10/8/29 

NJ 

AB,  U  of  Pa  '50 

MD,  Columbia  P&S  '54 

Reseorch 

18 

8 

MERCURY  FINANCE 

JOHN  N.  BRINCAT 

IL 

142 

46 

2013 

4/7/36 

NY 

Finance 

10 

10 

MERCURY  GENERAL 

GEORGE  JOSEPH 

CA 

515 

83 

930 

9  11/21 

wv 

SB,  Harvard '49 

Administration 

32 

32 

MERIDIAN  8ANCORP 

SAMUEL  A.  McCULLOUGH 

PA 

1082 

115 

1501 

11  '10/38 

PA 

BS,  U  of  Pittsburgh '60 

Finonce 

18 

15 
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Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Presenting  five  compelling  reasons  to  break 
the  HP®  LaserJet®  printer  habit:  the  new  IBM® 
LaserPrinter  4039  family  by  Lexmark.  Five 
fully  compatible  10, 12  and  16  page-per-minute 
printers — each  delivering  big-printer  features  and 
value.  PostScript®  and  PCL®  5  compatibility  are 
always  standard.  So  is  a  clear,  simple  LCD  control 
panel.  And  support  for  options  like  networking, 
flash  forms  and  duplexing.  Plus  expandability  and 
upgradability,  to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1 800  358-5835 
(in  Canada.  1 800663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  printer  buyers 
have  traditionally  missed. 

IBM  Personal  Printers  by 


Lexmark 


Make  Your  Mark 


Lexmark's  optional 

PLAN  cards  support  flash 
memory — something 
m».  HP  printers  don 't 
IH  offer.  And  every  4039 
printer  includes  auto 
emulation  switching  and 
triple  hot  ports. 


PER  MINUTE 

■ed  you  need. 

HP  LaserJet 
.IBM 
■inter  4039s 
t  a  full 
ffull- 
i  models. 


Investment  protection. 

Upgradable  code  and 
interchangeable  opt  urns, 
for  economy  and  flexibility 
H P printers  can't  match. 


Instant  forms  &  fonts. 

Lexmark's  optional  flash 
memory  stores  frequently 
used  forms,  fonts  and  logos, 
even  when  the  power  is  off. 
HP  printers  don't  offer  that. 


I  wo-sided 
printing. 

An  automatic 
duplexer  attai  hes  in 
seconds  to  any  new 
LaserPrinter  model. 
Delivering  two-sided 
printing  for  less  than  half  the 
LaserJet  4Si  price. 


t  speeds  fated  at  300  dpi,  8  ppm 
■  imum  at  600  dpi  Comparisons 
based  on  MSRPs  Dealer  prices  may 
vary  IBM  is  a  registered  trademark 

Corporation  in  the  u  S  and/or 
other  countries  and  is  used  under 
license  HP  LaserJet  and  PCL 
are  registered  trademarks  of 
Hewlett-Packard  Company 
PostScript  is  a  registered 
trademark  ol  Adobe 
Systems  Incorporated 


LaserPrinter  4039  1 2L 
by  LEXM,\RK 
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HDQ. 

SALES 

PROFITS 

MKT  VAl 

COMPANY 

CEO 

IOC. 

S  MIL 

S  MIL 

'.  Mil 

B  IRN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH 

COMPANY  CEO  T 

MERRILL  LYNCH 

DANIEL  P.  TULLY 

NY 

13428 

952 

10073 

1/2/32 

NY 

BS,  SI.  John's '53 

Finance 

38    1  ! 

MESA  AIRLINES 

LARRY  L.  RISLEY 

NM 

317 

14 

635 

Age  49 

TX 

AAS,  McLellon  Comm.  '76 

Technical 

14  11 

MEYER  (FRED) 

ROBERT  G.  MILLER 

OR 

2854 

61 

807 

4/12/44 

MS 

Orange  Coast 

Mklg/Ops 

2  2 

MFS  COMMUNICATIONS 

JAMES  QUELL  CROWE 

NE 

109 

■13 

2663 

7/2/49 

CA 

BS,  RPI 72 

MBA,  Pepperdine  '83 

Technical 

6  6 

MGIC  INVESTMENT 

WILLIAM  H.  LACY 

Wl 

352 

102 

1882 

1/2/45 

IL 

BBA,  U.  of  Wis. '68 

Marketing 

22  6 

MGM  GRAND 

ROBERT  RAY  MAXEY 

NV 

50 

■20 

2247 

6/24/37 

MO 

Technical 

3  3 

EXECUTIVE  TO  WATCH 

►  He  plans  to  open  Las  Vegas'  biggest  hotel<asino  in  December.  He  has  booked  most  of  its 
5,000  rooms  through  the  end  of  1 994.  And  his  biggest  shareholder,  Kirk  Kerkorian,  has  boug 
an  additional  30-acre  parcel  for  expansion.  Still,  the  competition  is  stiff.  His  MGM  Grand,  whicl 
boasts  a  33-acre  theme  park,  will  be  opening  two  months  after  a  couple  of  other  mega<asino 
Luxor  and  Treasure  Island,  have  their  debuts. 


MICHIGAN  NATIONAL 

ROBERT  J.  MYLOD 

Ml 

1004 

60 

869 

11/21/39 

NY 

BA,  St.  John's '61 

Finance 

9 

9 

MICRON  TECHNOLOGY 

JOSEPH  L.  PARKINSON 

ID 

506 

7 

2039 

8/6/45 

TX 

BA,  Columbia  '67 

JD,  Tulane  '71; 
LLM,  NYU  72 

Legal 

15 

8 

MICROSOFT 

WILLIAM  H.  GATES  III 

WA 

2759 

708 

2019/ 

10/28/55 

WA 

Harvard  ' 

Technical 

18 

18 

MIDLANTIC 

GARRY  J.  SCHEURING 

NJ 

1353 

7 

1281 

t  13/39 

MN 

BS,  Notre  Dame  '61 

MBA,  U.  of  Chicago '64 

Bonking 

2 

2 

MIDWEST  RESOURCES 

RUSSELL  E.  CHRISTIANSEN 

IA 

1033 

46 

1038 

5/19/35 

SD 

BS,  SD.  State  '59 

Technical 

34 

1 

MILLER  (HERMAN) 

J.  KERMIT  CAMPBELL 

Ml 

805 

-3 

695 

Age  54 

KS 

BS,  U.  of  Kan. '60 

MS,  MIT  77 

Technical 

1 

1 

MILLIPORE 

JOHN  ALEXANDER  GILMARTIN 

MA 

77/ 

40 

885 

3  29  42 

NJ 

BS,  Penn  State  '65 

MBA,  Harvard  '67 

Finance 

14 

/ 

MINERALS  TECHNOLOGIES 

JEAN  P.  VALLES 

NY 

394 

24 

650 

10/17/36 

France 

BA,  E.S.C.P.  '60 

PhD,  NYU  '67 

Finance 

25 

! 

MINNESOTA  MINING  &  MFG. 

LIVIO  D.  DESIMONE 

MN 

13883 

1236 

23759 

7/16/36 

Canada 

BS,  McGill  '57 

Technical 

36 

2 

MINNESOTA  POWER  &  LIGHT 

AREND  J.  SANDBULTE 

MN 

489 

68 

1066 

12/9/33 

IA 

BSEE.Iowa  St. '59 

MBA,  U  of  Minn. '66 

Finance 

29 

5 

MIRAGE  RESORTS 

STEPHEN  A.  WYNN 

NV 

833 

37 

1557 

1/27/42 

(T 

BA,  U.  of  Pa.  63 

Administration 

21 

21 

MITCHELL  ENERGY  &  DEVELOPMENT 

GEORGE  P.  MITCHELL 

TX 

903 

36 

1454 

5/21/19 

IK 

BS,  Tex.A&M40 

Technical 

4/ 

34 

MOBIL 

ALLEN  E.  MURRAY 

VA 

56877 

1308 

31158 

3/5/29 

NY 

BS,  NYU  '56 

Finance 

41 

8 

MOBILE  TELECOMMUNICATION  TECHS. 

JOHN  N.  PALMER 

MS 

113 

•3 

1095 

7/14/34 

MS 

BS,  U  of  Miss.  '56 

MBA,  U  of  Miss. '59 

Fin/Telecomms 

4 

2 

Behind 
the 
successful 
investor... 


To  achieve  your  financial  goals,  you  need  invest- 
ments that  work.  And  no  one  works  for  your  success 
like  Twentieth  Centuiy  Mutual  Funds.  Our  analysts 
and  portfolio  managers  continually  monitor  more  than 
10,000  stocks  around  the  world,  as  well  as  a  wide 
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variety  of  government,  agency  and  investment-grad 
corporate  bonds.  Only  those  that  meet  our  time-tesiii 
criteria  are  included  in  our  mutual  fund  portfolios. 

Over  the  past  35  years,  our  disciplined  fund 
management  has  paid  off  for  our  investors.  We'd  lik 


Ik 
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HDO 

SALES 

PROFITS 

MKT  VAl 

TENURE 

PAYS 

NV 

CEO 

LOC 

S  MIL 

SMIL 

SMIL 

BORN 

FUt! 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

no 

TH0US 

EX 

FREDERICK  A.  KREHBIEL 

IL 

776 

67 

2208 

6/2/41 

IL 

BA,  Lake  Forest  63 

Georgetown,  Leicester 

Marketing 

7  0 

/  1 

5 

499 

ISANTO 

RICHARD  J.  MAHONEY 

MO 

7763 

126 

7864 

1/30/34 

MA 

BS,  U.  of  Mass.  '55 

rviKtg/Aam 

31 

10 

1351 

(TANA  POWER 

DANIEL  T.  BERUBE 

MT 

505 

107 

1416 

10/1/33 

MA 

BS,  U  of  Wash.  '64 

MS,  Mont.  Mineral  '71 

Technical 

ID 

2 

232 

IGAN  (J.P.) 

DENNIS  WEATHERSTONE 

NY 

10231 

1382 

14476 

11/29/30 

England 

Northwestern  Poly. 

Finance 

1 

2433 

IGAN  STANLEY  GROUP 

RICHARD  B.  FISHER 

NY 

7382 

510 

5949 

7  .'21  36 

PA 

AB,  Princeton  '57 

MBA,  Harvard  '62 

Finance 

Jl 

3 

3338 

[RISON  KNUDSEN 

WILLIAM  J.  AGEE 

ID 

2270 

13 

802 

1/5/38 

ID 

BS,  U.  of  Idaho '60 

MBA,  Harvard  *63 

Finance/ Mgmt 

c 
j 

5 

1382 

RISON  RESTAURANTS 

SAMUEL  E.  BEALL  III 

AL 

1039 

33 

812 

6/18/50 

TN 

U.  of  Tenn. 

Administration 

LL 

1 

614 

TON  INTERNATIONAL 

CHARLES  STANLEY  LOCKE 

IL 

2044 

145 

4167 

3/5/29 

M5 

BA,  U.  of  Miss.  '52 

MS,  U.  of  Miss.  '55 

Finance 

0 

13 

1341 

OROLA 

GEORGE  M.C.  FISHER 

IL 

13303 

576 

26289 

11/30/40 

IL 

BS,  U  of  III  62 

MS'64/PhD  66,  Brown 

Tech/Prodn 

17 

6 

1462 

TIMEDIA 

J.  WILLIAM  GRIMES 

SC 

577 

61 

1160 

3.7  41 

wv 

AB,W.Va.Wesleyon'63  St.  John's 

Soles/Mgmt 

2 

0 

690 

PHY  OIL 

JACK  WRAY  McNUTT 

AR 

1631 

63 

1966 

9/7/34 

AR 

BS,  Harding  '56 

MBA,  Columbio  '57 

Finance 

36 

6 

658 

AN  LABORATORIES 

ROY  McKNIGHT 

PA 

212 

71 

1797 

3/13/21 

PA 

BS  Princeton  '42 

Soles 

18 

17 

2000 

ACRE 

RONALD  L.  BORNHUETTER 

CT 

325 

10 

633 

6/17/32 

NJ 

BA,  Coll  of  Wooster  '53 

MBA,  Colombio  '58 

Finance 

0 
0 

8 

746 

lO  CHEMICAL 

WORLEY  H.  CLARK 

IL 

1375 

145 

2432 

6/18/32 

VA 

BS,  N  C  Stole  '56 

Clevelond-Morsholl 

boles 

34 

11 

956 

ONAL  CITY 

EDWARD  B.  BRANDON 

OH 

2784 

34/ 

4126 

9/15/31 

IA 

BS,  Northwestern  '53 

MBA,  Wharton  '56 

Fin/Banking 

SI 

6 

994 

ONAL  FUEL  GAS 

BERNARD  JOSEPH  KENNEDY 

NY 

920 

60 

1303 

8  16  31 

NY 

BA,  Niagara  '53 

JD,  U  of  Mich  '58 

Legal 

J5 

5 

520 

ONAL  HEALTH  LABORATORIES 

JAMES  R.  MAHER 

CA 

721 

41 

1403 

11/30/49 

MA 

BS,  Boston  Coll.  '71 

MBA,  Columbio  '76 

Finance 

1 

1 

1697 

ONAL  MEDICAL  ENTERPRISES 

JEFFREY  C.  BARBAKOW 

CA 

3951 

133 

1286 

4/3/44 

CA 

BS,  Son  Jose  St  '66 

MBA,  USC  '68 

Finance 

U 

0 

NA 

ONAL  SEMICONDUCTOR 

GILBERT  F.  AMELIO 

CA 

2014 

130 

2030 

3/1/43 

NY 

BS,  Ga  Tech  '65 

MS  '67/PhD  '68,  Ga  Tech. 

Technical 

J 

2 

1890 

ONAL  SERVICE  INDUSTRIES 

D.  RAYMOND  RIDDLE 

GA 

1634 

74 

1264 

9/12/33 

GA 

35  Ga  Tech  55 

Finance 

1 

1 

NA 

ONSBANK 

HUGH  L.  McCOLL  JR. 

NC 

9942 

1145 

1304 1 

6/18/35 

SC 

BS,  U.  of  N  C  57 

Fin/Banking 

1A 

.y\ 

10 

2551 

ONWiDE  HEALTH  PROPERTIES 

R.  BRUCE  ANDREWS 

CA 

50 

30 

656 

6/12/40 

PA 

BS,  Ariz  St  '62 

UCLA 

Finance 

4 

4 

500 

BANCORP 

CHARLES  THOMAS  FISHER  III 

Ml 

3373 

333 

5318 

11/22/29 

Ml 

AB,  Georgetown  '51 

MBA,  Harvard  '53 

Finance 

35 

11 

1613 

kDA  POWER 

CHARLES  ALBERT  LENZIE 

NV 

601 

57 

1046 

9/5/37 

IL 

BS,  U  of  III. '60 

Finance 

19 

1 

389 

ENGLAND  ELECTRIC  SYSTEM 

JOHN  W.  ROWE 

MA 

2182 

196 

2786 

5/18/45 

Wl 

BS,  U  of  Wis  '67 

JD,  U.  of  Wis.  70 

Legal 

5 

5 

602 

...tkeres 
a  mutual 
fund 
that  works. 


>rk  for  you.  For  more  complete  information 
t  our  family  of  no-load  mutual  funds,  including 
ges  and  expenses,  call  for  your  free  information 
id  prospectus.  Please  read  the  prospectus 
ully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 


t.>  1993  Twenlielh  Cenlurv  Services,  Inc 
BSWVPKT7WPKT 


Investme>its  That  Work" 
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HDQ 

SALES 

PROFITS 

MKT  VAL 

TENURE 

'S 

COMPANY 

CEO 

L0( 

S  MIL 

Mil 

SMII 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH 

COMPANY 

CEO 

IS 

NEW  PLAN  REALTY  TRUST 

WILLIAM  NEWMAN 

NY 

65 

49 

1220 

7/6/26 

NY 

BBA,  CCNY  '47 

Finance 

51 

32 

11 

NEW  YORK  STATE  ELECTRIC  &  GAS 

JAMES  ANDREW  CARRIGG 

NY 

1692 

184 

2513 

4/17/33 

NY 

AAS,  Broome  Comm.  '58 

Adm/Ops 

35 

5 

I) 

NEW  YORK  TIMES 

ARTHUR  OCHS  SULZBERGER 

NY 

1774 

-11 

1894 

2/5/26 

NY 

BA,  Columbia  '51 

Publishing 

42 

20 

II 

NEWELL 

WILLIAM  P.  SOVEY 

IL 

1452 

163 

2862 

8/26/33 

GA 

BS,  Ga  Tech  55 

Production 

8 

1 

!J 

NEWMONT  GOLD 

RONALD  C.  CAMBRE ' 

(0 

546 

87 

4562 

9/22/38 

LA 

BS,  LSU  '60 

Tech/Mgmt 

0 

0 

li 

NEWMONT  MINING 

RONALD  C.  CAMBRE ' 

(0 

613 

91 

3418 

9/22/38 

LA 

BS  LSU  60 

Tech/Mgmt 

0 

0 

t. 

NEXTEl  COMMUNICATIONS 

BRIAN  D.  McAULEY 

NJ 

53 

•10 

2203 

3/4/41 

NY 

BBA,  Adelphi  '61 

Finance 

6 

6 

NIAGARA  MOHAWK  POWER 

WILLIAM  E.  DAVIS 

NY 

3/02 

256 

3329 

3/23/42 

NY 

BS,  U.S.  Naval.  Acad.  '64  MSA,  Geo.  Washington  '71 

Analysis 

4 

0 

NICOR 

RICHARD  G.  CLINE 

IL 

1612 

108 

1599 

2/17/35 

IL 

BS,  U.  of  III. '57 

DePaul 

Marketing 

8 

8 

NIKE 

PHILIP  H.  KNIGHT 

OR 

3405 

329 

4048 

2/24/38 

OR 

BA,  U  of  Ore. '59 

MBA,  Stanford  '62 

Mkig/Finance  24 

24 

EXECUTIVE  TO  WATCH 

►  When  he  predicted  in  1 991  that  revenues  would  double,  to  $6  billion,  by  1 996,  sneaker  %&k 
were  hot.  But  that's  no  longer  the  case,  and  Knight  is  eating  crow.  After  six  record-breaking  | 
years,  both  sales  and  profits  will  fall  this  fiscal  year.  This  weekend  tennis  player  needs  to  find  rl 
ways  for  Nike  to  grow.  Outdoor  shoes?  Sports  management?  Producing  sports  events?  Behinjj 
those  Oakley  sunglasses,  he's  contemplating  them  all. 


NINE  WEST  GROUP 

JEROME  FISHER 

0 

462 

48 

997 

10/20/30 

MA 

BA,  Wharton  '53 

Administration 

16 

16 

NIPSCO  INDUSTRIES 

GARY  L.  NEALE 

IN 

1582 

147 

2241 

3/3/40 

SO 

BA,  U.  of  Wash.  '62 

MBA,  U.  of  Wash. '65 

Consulting 

4 

1 

NOBLE  AFFILIATES 

ROBERT  KELLEY 

OK 

260 

41 

1271 

6/18/45 

OK 

BS,  U.  ofOkla  '73 

Finance 

18 

7 

NORDSON 

WILLIAM  PAUL  MADAR 

OH 

426 

40 

874 

11/3/39 

OH 

BS,  Purdue '61 

MBA,  Stanford  '65 

Prodn/Dist 

8 

8 

NORDSTROM 

BRUCE  A.  NORDSTROM 

WA 

3422 

137 

2501 

10/1/33 

WA 

BA  U  of  Wash  56 

Marketing 

33 

16 

NORFOLK  SOUTHERN 

DAVID  R.  GOODE 

VA 

4662 

'j58 

9665 

1/13/41 

VA 

AB,  Duke  '62 

JD,  Harvard '65 

Finance 

28 

1 

NORTHEAST  UTILITIES 

BERNARD  M. FOX 

0 

3217 

303 

3685 

7,  16,42 

NY 

BS,  Manhattan '63 

MS,  RPI  '64 

Technical 

29 

0 

NORTHERN  STATES  POWER 

JAMES  J.  HOWARD 

MN 

2160 

161 

3096 

7/1/35 

PA 

BBA,  U.  of  Pittsburgh  '57  MS,  MIT '70 

Operations 

7 

7 

NORTHERN  TRUST 

DAVID  W.  FOX 

IL 

1231 

150 

2161 

8  29,  31 

IL 

BS,  Notre Dame'53 

MBA,  U.  of  Chicago '58 

Finance 

38 

4 

NORTHROP 

KENTKRESA 

CA 

5550 

121 

1784 

3/24/38 

NV 

BS,  MIT '59 

MS,  MIT '61 

Technical 

18 

4 

From  Sao  Paulo  to  Singapore,  more  people  arou 

BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  years 
in  Asia  and  75  years  in  Latin  America.   BECAUSE  Citibank  has  the  largest  worldwide  branch  j 
network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  today. 
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tULLtut  tULHflllUH 

r.BiniiiTF  ^Tiinv 

rnMPANV 

f f  'J 

T  H  0  U  S 

■ST 

RICHARD  M.  KOVACEVICH 

MN 

4816 

440 

7776 

10/30/43 

WA 

BA,  Stanford  '65 

MS  '66/MBA  '67,  Stanford 

Finance 

8 

1 

1442 

ARE 

JOHN  HALLETT  FOSTER 

NY 

385 

37 

635 

5/12/4? 

OH 

BA,  Williams  '64 

MS,  Ohio  St. '66, 
MBA,  Amos  Tuck  '67 

Finance 

9 

9 

541 

I 

RAYMOND  J.  NOORDA 

in 

933 

249 

6061 

6/19/24 

UT 

BS,U.  of  Utah '49 

Tech/Mktg 

11 

11 

199 

r.  KcNNEIH  IVcKSON 

NC 

1619 

79 

4001 

9/18/25 

11 

BS,  Cornell  '45 

MS,  Purdue  '47 

Technical 

31 

28 

413 

JUHN  b.  IUKNEK 

MN 

1378 

61 

880 

10/3/39 

MA 

BA,  Amherst '61 

Actuarial 

26 

2 

691 

UfliiiAU  r  ttDnicAU 
WILLIAM  v.  rfcKOUiUN 

NY 

13155 

1311 

18431 

10/26/30 

Ml 

AB,  Albion  '52 

Tech/Ops 

41 

4 

i486 

DENTAL  PETROLEUM 

RAY  R.  IRANI 

CA 

8494 

126 

6439 

1/15/35 

Lebanon 

BS,American(Lebanon)'53  PhD,  USC  '57 

R&D 

10 

3 

3838 

AHMED  D.  KAFADAR 

CO 

88 

15 

640 

7/13/15 

Turkey 

EM,  Colo.  Mines  '42 

MEM,  Colo.  Mines  '43 

Technical 

35 

35 

331 

DEPOT 

DAVID  1.  FUENTE 

FL 

1733 

38 

2716 

9/10/45 

IL 

BS,  Purdue  '67 

MS,  Purdue  69 

Marketing 

6 

6 

810 

R.  RICHARD  A8LON 

NY 

1769 

61 

1017 

10/7/49 

NY 

BA,  Boston  U.  '71 

Ops/Mktg 

n 

3 

1589 

ASUALTY 

JOSEPH  LARUE  MARCUM  3 

OH 

1812 

97 

1171 

7/2/23 

OH 

AB,  Antioth  '47 

MBA,  Miami  U.  (Ohio)  '65 

Marketing 

46 

5 

512 

DISON 

WILLARD  R.  HOLLAND 

OH 

2332 

283 

3891 

4/22/36 

TN 

BS,  Rose-Hulman  Tech  '65  MS,  Rose-Hulman  Tech  '66 

Operations 

2 

1 

354 

OMA  GAS  &  ELECTRIC 

JAMES  G.  HARLOW  JR. 

OK 

1315 

100 

1512 

5/29/34 

OK 

BS,  U.  of  Okla.  '57 

U  of  Okla. 

Finance 

33 

18 

500 

NT  FINANCIAL 

JOHN  C.  CANEPA 

Ml 

815 

111 

1392 

8/26/30 

MA 

AB,  Harvard  '53 

MBA,  NYU  '60 

Finance 

21 

II 

928 

T'ONAL  BANCORP 

DAN  W.  MITCHELL 

IN 

265 

36 

67/ 

1/23/28 

AZ 

BS,  Indiana  '50 

Finance 

11 

11 

380 

PUSLIC  INTERNATIONAL 

ALDO  CHARLES  ZUCARO 

IL 

1617 

175 

1340 

4/2/39 

France 

BS,  Queens  '6? 

Finance 

17 

3 

778 

JOHN  W.  JOHNSTONE  JR. 

CT 

2376 

55 

790 

11/19/32 

NY 

BA,  Hortwick  '54 

Marketing 

14 

6 

810 

FRANK  N.  LIGUORI 

NY 

987 

21 

732 

7/2/46 

NY 

B8A,  St.  Francis '69 

Finance 

22 

3 

857 

DM GROUP 

BRUCE  CRAWFORD 

NY 

1385 

65 

1322 

3/16/29 

MA 

BS,  Wharton  '52 

Advertising 

4 

4 

1300 

!  SYSTEMS 

LAWRENCE  JOSEPH  ELLISON 

CA 

1503 

142 

7111 

8/17/44 

NY 

Technical 

16 

16 

2150 

NERGY 

ROBERT  P.  HAUPTFUHRER 

IX 

1275 

73 

2290 

12/31/31 

PA 

BA,  Princeton  '53 

MBA,  Harvard  '57 

Finance/Ops 

36 

5 

928 

:k  steakhouse 

CHRISTOPHER  T.  SULLIVAN 

FL 

124 

13 

819 

2/15/48 

FL 

U.  of  Ky. 

Management 

6 

2 

396 

•CORNING  FIBERGLAS 

GLEN  H.  HINER 

OH 

2378 

72 

1841 

7/22/34 

WV 

BS.W.Va  U.'57 

PhD  W  Vo  U  '90 

Marketing 

2 

2 

1155 

-ILLINOIS 

JOSEPH  H.  LEMIEUX 

OH 

3672 

97 

1190 

3/2/31 

Rl 

BS,  Bryant '57 

Production 

36 

3 

984 

world  choose  Citibank  than  any  other  bank. 


BECAUSE  Citibank  is  the  leading  global  private  bank,  providing 
lvestment  management  services  with  a  distinctly  international  focus. 
IECAUSE     THE     CITI     NEVER  SLEEPS: 


CITIBANK 
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COMPANY 

CEO 

HDI, 
101 

SALES 
S  MIL 

PROFITS  MKT  VAl 
S  Mil     $  MIL 

BORN 

PUCf 

COtLEGE  EDUCATION 

GRADUATE  STUDY 

TENURE  | 
CAREER  PATH    COMPANY  (|j 

_ 

Paccar 

CHARLES  McGEE  PIGOTT 

WA 

2735 

65 

2112 

4/21/29 

WA 

BS,  Stanford  '51 

Tech/Prodn/Mgmt  37  / 

PACIFIC  ENTERPRISES 

WILLIS  8.  WOOD  JR. 

CA 

2900 

143 

1971 

9/15/34 

MO 

BS,  U.  of  Tulsa  "57 

Technical 

33 

PACIFIC  GAS  &  ELECTRIC 

RICHARD  A.  CLARKE 

CA 

10796 

1171 

15524 

5/18/30 

CA 

AB,  Col/Berkeley  '52 

JD.U.of  Calif. '55 

Legal 

38 

PACIFIC  TELECOM 

CHARLES  E.  ROBINSON 

WA 

705 

67 

960 

12/3/33 

AR 

Operations 

33 

PACIFIC  TELESIS  GROUP 

SAM  L.  GINN 

CA 

9935 

1142 

22068 

4/3/37 

AL 

BS,  Auburn '59 

Technical 

33  1 

PACIFICARE  HEALTH  SYSTEMS 

ALAN  R.  HOOPS 

CA 

1704 

44 

1006 

9/19/47 

CA 

BS,  UCLA  '69 

MPH,  U.  of  Wash.  73 

Administration 

16 

PACIFICORP 

ALFRED  M.  GLEASON 

OR 

3242 

150 

5364 

4/4/30 

KS 

U.  of  Ore. 

Finance/Adm 

44 

PAGING  NETWORK 

GEORGE  M.  PERRIN  3 

TX 

258 

■7 

1306 

11/15/45 

Ml 

BA,U.  of  Mich. '67 

MBA,  U.  of  Mass.  '71 

Administration 

12 

PAINEWFBStR  GROUP 

DONALD  B.  MARRON 

NY 

3364 

213 

1560 

7/21/34 

NY 

Baruch 

Finance 

28 

PALL 

MAURICE  G.  HARDY 

NY 

685 

90 

2045 

5/23/30 

England 

BME,  Merchant  Ventures  '49 

Technical 

33 

PANHANDLE  EASTERN 

DENNIS  R.  HENDRIX 

TX 

2346 

187 

2829 

1/8/40 

TN 

BS,  U.  ofTenn. '62 

MBA,  Go.  Slate  '67 

Finance 

3 

PARAMETRIC  TECHNOLOGY 

STEVEN  C.  WALSKE 

MA 

87 

21 

2038 

3/26/52 

NM 

BA,  Princeton  '74 

MBA,  Harvard  78 

Management 

7 

PARAMOUNT  COMMUNICATIONS 

MARTIN  S.  DAVIS 

NY 

4265 

270 

6604 

2/5/27 

NY 

CCNY,  NYU 

Mklg/AaWOps/Fin  36 

PARKER  HANNIFIN 

DUANE  E.  COLLINS 

OH 

23/6 

63 

1655 

3/20/36 

Wl 

BS,  U.  of  Wis. '61 

Production 

32 

PARKER  &  PARSLEY  PETROLEUM 

SCOH  D.  SHEFFIELD 

rx 

197 

27 

862 

6:4/52 

TX 

BS,  U.  of  Tex.  75 

Technical 

14 

PAYCHEX 

B.  THOMAS  GOLISANO 

NY 

161 

14 

908 

11/14/41 

NY 

AAS,  Alfred  St.  Tech '62 

Sole' 

22  2 

PENN  CENTRAL 

CARL  HENRY  LINDNER 

OH 

1797 

62 

1624 

4/22/19 

OH 

Entrepreneur 

11 

PENNEY  (J.C.) 

WILLIAM  R.  HOWELL 

TX 

19085 

77/ 

10506 

1/3/36 

OK 

BBA,  U.ofOkla.  '58 

Marketing 

35  1 

PENNSYLVANIA  POWER  &  LIGHT 

WILLIAM  F.  HECHT 

PA 

2744 

347 

4614 

3/18/43 

NY 

BS,  Lehigh  '64 

MS,  Lehigh  70 

Technical 

29 

PENNZOIL 

JAMES  LEONARD  PATE 

rx 

2223 

17 

2856 

9/6/35 

IL 

AB,  Monmouth  '63 

MBA,  Indiana  '64 

Finance 

18 

PENTAIR 

WINSLOW  H.  BUSTON 

MN 

1239 

43 

660 

4/19/39 

FL 

BS,  U.  of  Wash. '61 

Production 

7 

PEOPLES  ENERGY 

RICHARD  EDWARD  TERRY 

IL 

1097 

72 

1170 

7/7/37 

Wl 

BA,  St.  Norbert  '59 

LLB,  U.  of  Wis. '64 

Legal 

2, 

PEP  BOYS-MANNY,  MOE  &  JACK 

MITCHELL  G.  LEIBOVITZ 

PA 

1156 

55 

1443 

5/11/45 

PA 

AB,  Temple  '66 

MEd'71/MBA73,  Temple 

Finance 

15 

PEPSICO 

WAYNE  CALLOWAY 

NY 

21970 

1302 

31031 

9/12/35 

NC 

BBA,  Wake  Forest  '59 

Finance 

27 

PERKIN-ELMER 

GAYNOR  N.  KELLEY 

CT 

911 

59 

1449 

5/12/31 

CT 

Delehonty  Inst 

Production 

43 

PERRIGO 

MICHAEL  J.  JANDERNOA 

Ml 

410 

29 

2105 

5/12/50 

Ml 

BBA,  U.  of  Mich. '72 

Finance 

14 

PET 

MILES  L.  MARSH 

MO 

1520 

114 

1648 

7/28/47 

S.  Africa 

BS,  U.  of  Cape  Town  '70  MBA,  Cope  Town  73; 

PhD,  Northwestern  76 

Management 

4 

PETRIE  STORES 

MILTON  PETRIE 

NJ 

1438 

15 

1175 

8/5/2 

DT 

Entrepreneur 

61  ( 

PFIZER 

WILLIAM  C.  STEERE  JR. 

NY 

7230 

1094 

20007 

6/17/36 

Ml 

BA,  Stanford  '59 

Marketing 

34 

EXECUTIVE  TO  WATCH 

►  He  should  be  having  the  time  of  his  life,  as  profits  climb.  But  looming  health-care  reform  i 
giving  him  major  headaches.  As  head  of  the  industry's  trade  group,  he's  preaching  agains 
government  interference  in  the  industry,  arguing  that  drugs  save  money.  Why?  Hospitaliza 
more  expensive  than  outpatient  medication.  So  far,  the  hard-charging  former  drug  salesmc 
whose  hobbies  include  helicopter-skiing  and  deep-sea  diving,  is  finding  this  one  a  tough  se 

  f: 


PHELPS  DODGE 


DOUGLAS  C.  YEARLEY 


AZ    2579   302    3318      1/7/36  IL 


BS,  Cornell  '58 


Tech/Prodn  33 


PHH 


ROBERT  D.  KUNISCH 


MD    2021     56      737      7/7/41  CT 


BS,  NYU  '63 


Marketing  22 


■ 


PHILADELPHIA  ELECTRIC 


JOSEPH  F.  PAQUETTE  JR. 


PA    3962    479     7218    8/24/34  MA 


BS,  Yale  '56 


Temple 


Finance 


V 


PHILIP  MORRIS 


MICHAEL  A.  MILES 


NY  50095  4939  42386    6/22/39  IL 


BS,  Northwestern  '61 


Marketing 


PHILLIPS  PETROLEUM 


C.  J.  SILAS 


OK   11933    270    8552     4/15/32  PL 


BS,  Ga.  Tech  '54 


Tech/Mktg/Prodn  40 


I 


PHILLIPS-VAN  HEUSEN 


BRUCE  J.  KLATSKY 


NY    1043     38     804     7/14/48  NY 


BS,  Case  Western  70  Georgetown 


Marketing  22 


PIEDMONT  NATURAL  GAS 


JOHN  HOWARD  MAXHEIM 


NC     460     35     659     10/4/34  IA 


,  Iowa  St.  '58 


Technical 


15  1 


PINNACLE  WEST  CAPITAL 


RICHARD  SHELL 


AZ    1690    183     2149    11/26/30  AZ 


BA, Stanford  52 


JD,  Stanford '54 


Finance/Legal    20  - 


PIONEER  HI-BRED  INTERNATIONAL     THOMAS  N.  URBAN 


IA     1262    152    2885    5/26/34  IA 


AB,  Harvard '56 


MBA,  Harvard '60 


Marketing 


33  1 


PITNEY  BOWES 


GEORGE  B.  HARVEY 


CT    3434    312    6330      4/7/31  CT 


BS,  Wharton  '54 


Finance/Mgmi  37 


PITTSTON  SERVICES  GROUP 


JOSEPH  C.  FARRELl 


CT     1417     27     836    9/27/35  MA 


BS,  Northeastern  '58     MBA,  Harvard  '63 


Finance/Prodn  10 


PNC  BANK 


THOMAS  HENRY  O'BRIEN 


PA     4106    529    6973     1/16/37  PA 


BS,  Notre  Dome  '58      MBA,  Harvard '62 


Finance 


31 


POLAROID 


ISRAEL  MacALLISTER  BOOTH 


MA    2152     99     1779     12/7/31  GA 


BS,  Cornell  '55 


MBA,  Cornell  '58 


Tech/Ops 


35 


PORTLAND  GENERAL 


KEN  L.  HARRISON 


OR     884    102    1060    10/14/42  CA 


BS,  Ore.  State '64 


MA,  Ore.  Slate  '66 


Finance 


19  fl 


POTLATCH 


RICHARD  BLAINE  MADDEN 


CA    1327     79     1251     4/27/29  NJ 


BS,  Princeton  '51 


JD,  U  of  Mich.  '56; 
MBA,  NYU  '59 


Finance/Prodn  22  2 


POTOMAC  ELECTRIC  POWER 


EDWARD  FRANKLIN  MITCHELL       DC    1602    201    3244    12/23/31   VA        BEE,  U.  of  Vo. '56        MEA,  Geo.  Washington '60  Technical 


PPG  INDUSTRIES 


JERRY  E.  DEMPSEY 


PA     5814    319    7269     10/1/32  SC 


BS,  Clemson  '54 


MBA,  Ga.  State  '67 


Marketing 


0  ( 


PRAXAIR 


H.  WILLIAM  LICHTENBERGER 


CT    2604     84    2068     11/5/35  Yugoslavia  BA  '57/BS  '59,  U  of  Iowa  MBA,  SUNY/Buffolo  '62  Technicoi 


34 


PREMARK  INTERNATIONAL 


WARREN  L.  BATTS 


IL    2946      5     2001      9/4/32  VA 


BS,  Go.  Tech '61 


MBA,  Harvard  '63 


Administration  13 


'EMIER  INDUSTRIAL 


MORTON  L.  MANDEL 


OH     641     79    2352     9/19/21  OH 


Case  Western 


Administration   53  2 


PRi ,  W  RIVERBOAT  CASINOS 
PRICE 


JOHN  EDWARD  CONNELLY 


MO     103     13     708  8/15/25 


Finance 


35  3 


ROBERT  EDWARD  PRICE 


CA    7501    129     1685     8/10/42  CA 


BA,  Pomona  '64 


Marketing        18  1 


PRICE  (T.  ROWE)  ASSOCIATES 


GEORGE  J.  COLLINS 


MD    245  36 


7/31/40  0 


BA,  VMI'62 


MBA,  American  70 


Marketing  22 


PRIMADONNA  RESORTS 


GARY  EDWARD  PRIMM 


129     25     920     5/14/40  CA 


BA,  Woodbury '65 


Administration  15 


PRIMERICA 


SANFORD  I.  WEILL 


NY    5099    756   10280     3/16/33  NY 


BA,  Cornell '55 


Finance 


7 
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HDQ     SALES  PROFITS  MKT  VAL  — IsMlS —  PAYS 
 CEO  LQC     S MIL     SMIL.     S MIL         BORN       PLACE        COLLEGE  EDUCATION  GRADUATE  STUDY  CAREER  PATH    COMPANY  CEO  THOUS 

ER  &  GAMBLE  EDWIN  LEWIS  ARTZT  OH  30433    269  32554     4/15/30  NY        BS,  U.  of  Ore.  51  Marketing       40    4  1763 

EXECUTIVE  TO  WATCH 

►  Penny-pinching  consumers  are  looking  for  value  these  days,  and  nobody  knows  it  better  than 
this  brandmeister.  To  reduce  costs  and  cut  prices,  he's  slashing  promotion  expenses  and 
squeezing  out  weak  brands.  That's  beginning  to  boost  U.S.  results— but  not  enough.  Now,  he  is 
slicing  1 3,000  jobs  and  closing  30  plants  worldwide.  Long  a  backer  of  international  expansion, 
he's  taking  brands  from  Max  Factor  to  Pantene  global. 


iESSIVE 

PETER  BENJAMIN  LEWIS 

OH 

172? 

140 

2583 

11/11/33 

OH 

BA,  Princeton  '55 

Marketing 

33 

29 

2132 

US 

MICHAEL  D.  ROSE 

TN 

1113 

51 

4689 

3/2/42 

OH 

B8A,  Cincinnati  '63 

JD,  Harvard '66 

Legal/Ops 

19 

12 

878 

RTY  TRUST  OF  AMERICA 

C.  RON  8LANKENSHIP 

TX 

33 

9 

659 

11/26/49 

TX 

BBA,  U.  of  Tex.  72 

Finance 

2 

2 

NA 

nFNT  1  IFF  £  AfflDFNT  " 
Jttii  Lire  Qt  Hull/cm 

WINSTON  W  WALKER 

11111  Jlvll    »!•  flMLIXLFA 

TN 

2867 

113 

1395 

10/19/43 

Ml 

BA,  Tulane  '65 

PhD,  U.  of  Go.  '69 

Finance 

19 

5 

NA 

JAMES  E  ROGERS  JR 

IN 

1081 

103 

1418 

9/20/47 

AL 

BBA,  U.  of  Ky.  '70 

JD,  U.  of  Ky.  "74 

5 

624 

'  CFRVIfF  ffl  OF  mi  OR  ADO 

DELWIN  D  HOCK 

CO 

1862 

137 

1917 

1/19/35 

(0 

BS,  U.  of  Colo.  56 

Finnnf  p 

1  II IUI  lie 

31 

5 

460 

E  IAMFS  FFRLAND 

NJ 

5357 

536 

8703 

3/19/42 

MA 

BS,  U.  of  Me. '64 

MBA,  U.  of  New  Haven '76 

Tpfh  /Finnnrp 

■  GUI/  1  IIIUIIIG 

/ 

/ 

841 

RICHARD  R  SONSTELIE 

nlV-IIHIM/  l\.  JVM  Jl  LLIL 

WA 

1025 

136 

1743 

3/31/45 

Innnrln 
mi  IUUU 

BS,  U.S.  Mil.  Acad. '66 

MS,  MIT '68 

Tpfh  /Fmnnfp 

■  GUI/  1  IIIUIIIG 

19 

1 

403 

RORFRT  K  BURGESS 

Ml 

1370 

72 

1021 

5/13/44 

fnnnnn 
IUIIUUU 

BS,  Mich.  Stole '67 

PmHiirtinn 

II 

1 

875 

RONAID  R  TAYLOR 

(A 

46 

12 

873 

10/24/47 

fnnnnn 

BA,  U.  of  Saskatchewan  '69  MA,  Cal/lrvine  '71 

Prn/lnftinn 
r  i  u  u  u  1 1 1  u  1 1 

f. 

412 

iKER  OATS 

WILLIAM  DEAN  SMITHBURG 

IL 

5576 

248 

4846 

7/9/38 

IL 

BS,  OePoul  '60 

MBA,  Northwestern  '61 

Mktg/Finance 

27 

12 

1239 

OMM 

IRWIN  M.  JACOBS 

CA 

106 

-4 

1948 

10/18/33 

MA 

BEE,  Cornell '56 

MS  57/ScD  '59,  MIT 

Tech/Educ 

8 

8 

241 

iR 

R.  D.  CASH 

UT 

605 

71 

1548 

6/27/42 

TX 

BS,  Tex.  Tech  '66 

Technical 

17 

12 

504 

ETWORK 

BARRY  DILLER 

PA 

1071 

57 

2325 

2/2/42 

CA 

Standford,  UCLA 

Administration 

1 

1 

4890 

STON  PURINA  GROUP 

WILLIAM  P.  STIRITZ 

MO 

5748 

292 

4141 

7/1/34 

AR 

BS,  Northwestern  '58 

MA,  U.  of  Mo. '68 

Marketing 

29 

12 

1340 

EM 

ROBERT  J.  SALDICH 

CA 

1296 

•17 

1683 

6/7/33 

NY 

BA/BS,  Rice  '56 

MBA,  Harvard  '61 

Technical 

30 

3 

449 

EON 

DENNIS  J.  PICARD 

MA 

9058 

635 

8541 

8/25/32 

Rl 

BBA,  Northeostern  '62 

Technical 

38 

3 

1280 

R'S  DIGEST  ASSOCIATION 

GEORGE  V.  GRUNE 

NY 

2614 

234 

4615 

7/18/29 

NY 

BS,  Duke '52 

Soles/Mktg 

33 

9 

1705 

K  INTERNATIONAL 

PAUL  FIREMAN 

MA 

3023 

115 

2033 

2/14/44 

MA 

Boston  U. 

Mktg/Sales/Fin 

14 

7 

1604 

ICE  ELECTRIC 

JOHN  C.  MORLEY 

OH 

1553 

48 

851 

8/22/31 

Ml 

BA,  Yale '54 

MBA,  U.  of  Mich. '58 

Finance 

13 

13 

925 

ICE  GROUP  HOLDINGS 

SAUL  P.  STEINBERG 

NY 

2757 

-43 

646 

8/13/39 

NY 

BS,  Wharton '59 

Entrepreneur 

32 

32 

5912 

LIC  NEW  YORK 

WALTER  HERMAN  WEINER 

NY 

2341 

259 

2802 

8/29/30 

NY 

BA,  U.  of  Mich.  '52 

JD,  U.  of  Mich. '53 

Legal 

14 

14 

953 

iLDS  METALS 

RICHARD  G.  HOLDER 

VA 

5593 

■109 

3082 

9/13,  31 

TN 

BA,  Vanderbilt  53 

Marketing 

35 

1 

542 

iLDS  &  REYNOLDS 

DAVID  R.  HOLMES 

OH 

645 

38 

1108 

8/10/40 

UT 

BS,  Stanford '63 

MBA  Northwestern  65 

Management 

9 

4 

840 

i-POULENC  RORER 

ROBERT  E.  CAWTHORN 

PA 

4096 

423 

6342 

9.  28/35 

England 

BA,  Cambridge '59 

Tech/Adm 

11 

8 

1193 

D 

ALEX  GRASS 

PA 

4085 

132 

1486 

8/3/27 

PA 

U.  of  Flo. 

LLB,  U.  ofFla.'49 

Legol/Mgmt 

40 

31 

1125 

WOOD  INTERNATIONAL 

THOMAS  H.  JOHNSON 

GA 

1138 

44 

884 

9/27/49 

GA 

BS,  Go.  Tech  '71 

MBA,  Harvard  '76 

Marketing 

4 

2 

553 

LBISCO  HOLDINGS 

CHARLES  M.  HARPER 

NY 

15734 

776 

5825 

9/26/27 

Ml 

BS,  Purdue  '49 

MBA,  U.  of  Chicogo  '50 

Production 

0 

0 

NA 

MY  SERVICES 

JOSEPH  MARK  CLAPP 

OH 

3578 

147 

2314 

7/29/36 

NC 

BS,  U.  of  N  C.  '58 

Sales 

26 

6 

690 

STER  GAS  &  ELECTRIC 

ROGER  W.  KOBER 

NY 

896 

70 

1022 

5/2/33 

NY 

BME,  Clorkson  '55 

ME,  RIT  '83 

Technical 

28 

2 

383 

STER  TELEPHONE 

RONALD  L.  BITTNER 

NY 

804 

71 

1433 

12/10/41 

PA 

BA,  Muhlenberg  '63 

MBA,  U.  of  Rochester  78 

Marketing 

30 

2 

453 

/ELL  INTERNATIONAL 

DONALD  R.  BEALL 

CA 

10910 

483 

7989 

11/29/38 

CA 

BS,  San  Jose  St  60 

MBA,  U.  of  Pittsburgh  '61 

Finance/Tech 

25 

6 

1403 

&  HAAS 

J.  LAWRENCE  WILSON 

PA 

3072 

174 

3694 

3/2/36 

MS 

BS,  Vanderbilt '58 

MBA,  Harvard  '63 

Finance/Adm 

28 

5 

927 

IS 

R.  RANDALL  ROLLINS 

GA 

528 

38 

904 

11/5/31 

GA 

U.  of  Del. 

Administration 

34 

2 

358 

MATH  IAS  J.  DeVITO 

MD 

597 

•16 

851 

8/23/30 

NJ 

BA  U  of  Md  54 

LLB,  U.  of  Md.  '56 

Legal 

25 

14 

988 

1 

C.  ROBERT  PALMER 

TX 

250 

74 

827 

12/15/34 

TX 

BSME,  SMU  '57 

MSEA,  SMU  '66 

Technical 

40 

22 

700 

THOMAS  CHRISTOPHER  SULLIVAN 

OH 

626 

39 

804 

7/8/37 

OH 

BS,  Miami  U.  (Ohio) '59 

Marketing 

32 

22 

875 

RMAID 

WOLFGANG  R.  SCHMITT 

OH 

1805 

167 

5212 

3/12/44 

Germany  BS,  Orterbein  '66 

Mktg/R&D 

27 

1 

826 

i 

JOHN  C.  ADAMS 

AL 

899 

82 

1223 

2/18/39 

SC 

BTE,  Go.  Tech '60 

Marketing 

17 

1 

406 

iTERNATIONAL 

RODNEY  C.  GILBERT 

AL 

440 

3 

1701 

9/14/39 

AL 

BS,  U.  of  Ala.  '67 

Administration 

1 

1 

NA 

SYSTEM 

M.  ANTHONY  BURNS 

Fl 

5192 

118 

2268 

11/1/42 

NV 

BS,  Bcigham  Young  '64 

MBA,  Col/Berkeley '65 

Finance 

19 

11 

1507 

CO 

ROGER  H.  EIGSTI 

WA 

3295 

311 

4071 

4/17/42 

WA 

BS,  Linfield  '64 

Finance 

21 

2 

495 

KLEEN 

DONALD  W.  BRINCKMAN 

IL 

795 

45 

887 

3/17/31 

IL 

BS,  Northwestern  '54 

MBA,  Northwestern  '59 

Marketing 

34 

25 

594 

IY 

STEVEN  A.  BURD 

CA 

15152 

98 

1839 

11/24/49 

ND 

BS,  Carroll  '71 

MA,  U.  of  Wis.  73 

Consulting 

1 

0 

NA 

EXECUTIVE  TO  WATCH 

►  When  Kohlberg  Kravis  Roberts  saw  its  huge  investment  in  the  grocer  going  stale  last  year,  they 
turned  to  this  longtime  KKR  consultant.  It  looks  as  if  he's  ringing  up  a  quick  turnaround.  He  cut 
headquarters  staff  by  25%,  won  union  concessions,  trimmed  capital  spending,  and  cut  prices  in 
an  effort  to  boost  volume  and  gain  market  share.  So  far,  so  good.  Results  are  up,  and  the  stock 
has  soared  more  than  50%  since  January. 
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I 
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HDO 

SALES 

PROFITS  MKT  VAI 

TENURE  I 

COMPANY 

CEO 

IOC 

S  MIL 

S  Mil 

S  MIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO  | 

C  A  1  1  IE  MAC 
Wilt  WAt 

nr 
Ul 

0707 

Hal 

394 

3954 

A  1 A  1 A  A 

Wl 

DC    (  1      I     A  <LL 

85,  Slantord  66 

11C    11  IT  l  70 

MS,  Mil  11 

Finn  nra 
rum  1  lie 

20 

3  ) 

C  A  1  nurtiJ 

DflRFPT  F  nFMMAM 
KUDCKI  C.  UEnnHrn 

NY 

1C170 

nil  L 

550 

5461 

8/27/45 

TX 

DA   II  -T  T«..  ILL 

BA,  U.  ot  lex.  66 

MA  68/JU  /I,  Harvard 

2 

1  ) 

iAN  DlfcCjU  OA}  &  ELECTRIC 

TI4AMAC  A  PACE 
InUmAj  A.  rAut. 

CA 

1871 

211 

3133 

3/24/33 

NY 

BS,  Purdue  '55 

MS  Purdue  '63 

loch  /Finfinfo 

15 

12 

bANSA  rt  ENtKUT  KESOUKCE) 

IAMEC  1  PAYNE 

JAiYitj  l.  rAT  nt 

TX 

428 

-1 

920 

3/7/37 

IL 

B5  Colo  Mines  59 

1 1  n  a    f   IJ      t*  i    it  A 

MBA,  Golden  Gate  74 

T(>  ( h  n  i  r  n 
1 L  L 1 1 1 1 1 1 U 1 

]] 

3  ' 

CAUTA  EC  DA/"fCi/" 

bANIA  rt  rACIMC 

KUDCKI  U.  tVKlDj 

IL 

2496 

64 

3418 

5/2/42 

CA 

DA    ft      i      J  1 1  1 

dA,  btantord  64 

MBA,  Hacvard  66 

rinnnrp 

1  II  lu  1  ilC 

27 

6  • 

SARA  LEE 

JOHN  H.  BRYAN 

IL 

13243 

761 

12624 

10/5/36 

MS 

DA    n  L     J  .'CO 

BA  Rhodes  58 

Finonce/Ops 

25 

19  ' 

)CANA 

LAWRENCE  M.  GRESSETTE  JR.  SC 

1100 

2286 

o  zoo  /on 

SC 

US,  Clemson  54 

1 1  d  ii  .1  r  f  i rn 

LLb,  U.  otyL  !>V 

Legal 

11 

4 

iCtCUKr 

JOHN  E.  BRYSON 

CA 

700,1 

701 

moo 

III  id 

7 /Od  /  A1 

// 

NY 

BA,  Stanford  '65 

Ifl       VUL  L(\ 

Jl),  Yale  oV 

10 

3 

C/*UCDCD  ID  D  \ 

ALEKSANDAR  ERDEUAN 

Ml 

9QQ 
J70 

29 

645 

4/ /.)/ ill 

Yugoslavia  BSC,  II.  of  Belgrade  74 

MBA,  IMU,  Lausanne  oJ 

Prnftiirtinn 

1  1  UU  UL  it  Ul  i 

15 

4 

>CHEKiNO-rLUUOH 

ROBERT  P.  LUCIANO 

NJ 

4056 

720 

11695 

in  /o  /11 
IU/9/JJ 

NY 

BRA  fCNY'54 

in  m    I  u  i  ico 

Ju,  U.  ot  Mich,  jo 

pi'n  ■  Arlni 

Lcyui/  HUIII 

15 

12 

Cf"UI  IIAADCbr  CD 

D.  EUAN  BAIRD 

NY 

6332 

662 

16017 

9/16/37 

Scotland 

RA  fnmhrifinp  1  Afl 

UH   V.UIIIUI  IliUG  uu 

Tpf  hnif  n 

loll  1 1 1 iL  Ul 

33 

7 

r/UAI  A CTI f 

RICHARD  ROBINSON 

NY 

489 

13 

673 

5/15/37 

PA 

BA  Hn rvnrrf  '59 

UH,  I1UIVUIU    J  7 

St.  Catherine's 

Publishing 

31 

19 

t  /"LI  1  1 1  AM  A  hi  fA  1 

SCHULMAN  (A.J 

TERRY  LEE  HAINES 

OH 

732 

44 

912 

8/5/46 

OH 

U  of  Akron 

Marketing 

28 

3 

SCHWAB  (CHAKLo) 

CHARLES  R.  SCHWAB 

CA 

909 

81 

1889 

7  /on  /17 
1/11/ SI 

CA 

BS,  Stanford  '59 

MBA,  Mantord  61 

Finonce 

19 

19 

f  ftt  EJT!  L  If  ATI  AUTA 

M.IeNMNC-AILANIA 

james  f.  Mcdonald 

GA 

581 

16 

1371 

2/17/40 

KY 

MS,  U.  of  Ky.  '64 

Tethnicol 

o 

0 

C/'IIAEn  1  ICE  CVCTEAAC 

)CIMtU  Lire  bolcM) 

DALE  ALLEN  SPENCER 

MN 

223 

51 

857 

5/  2/45 

ME 

BS  II  nfMp  '67 

MBA,  Southern  III.  Ii 

Sales/Mktg 

13 

7 

C/"r"VTT  DAOCD 

bCUl  1  rArEK 

PHILIP  E.  LIPPINCOTT 

PA 

4886 

167 

2553 

11  /OQ  /OC 

11/ ZB/J5 

NJ 

BA  Dartmouth  '57 

MBA,  Mich  Mote  64 

Mktg/Adm 

34 

12 

C/"DIDDC  /E  \U  \ 

iCKIrri  (E.W.) 

LAWRENCE  A.  LESER 

OH 

1263 

106 

1772 

5/15/35 

OH 

(KRA  Ynvipr  'S7 

Finnnfp 
i  ii iui iic 

26 

n 
8 

CfDlDDC   UAtltADn  DDAAH/  hfTllli" 

bCKIrri  HOWARD  BKOADCAMING 

LAWRENCE  A.  LESER 

OH 

390 

37 

712 

5/15/35 

OH 

RSRA  Xni/ipr  '57 

rinnnrp 

1  II  IUI  IIC 

26 

1 

SEAGATE  1ECHNOLOGY 

ALAN  F.  SHUGART 

CA 

2875 

63 

1358 

n  /n  /in 

9/2//30 

CA 

RS  II  nf  Rpfilnnrk  "il 
□  j,  u.  ui  i\t;uiuiiu>  ji 

Tor  h  /Pr  nn  n 

IClll/  1  1  UUI 1 

14 

14 

C  Y  A  /*■  1  1 1  t    C  LI  C  DP  V 

SEAGULL  ENEKGT 

BARRY  J.  GALT 

IX 

239 

4 

1123 

n  /id  /n 
12/14/33 

OK 

RA  II  nf  Dlcln  '55 

UH,  U.  Ul  Ur-.ll,      J  J 

IID    11      I  C\\  \      l  Lf\ 

LLB,  U.  ot  Oklo.  60 

10 

10 

CEADC     D  f\  C  D  1  1  f\l 

SEARS,  KOtbUCK 

EDWARD  A.  BRENNAN 

IL 

52345 

•2567 

18372 

1/16/34 

IL 

fK  MnrniiPttM  'IS 

uJ.  JYIUIUUGlIC    J  J 

Mkly/Mymt 

37 

8 

CCtlCADflH  ATI/*  C 1  C  /"T  DAHliT 

SENS0KWA1IC  ELEC1R0NKS 

RONALD  G.  ASSAF 

FL 

310 

32 

1697 

6/2/35 

OH 

1 1  rit  AL rnn 
u  Ul  Mr,  i  ui  1 

MarkstinQ 

27 

19 

CCD\llr"[  /"ADD   1 UTC  D  M  ATI  A  M  A  1 

SERVICE  CURr.  INtcKNAMUNAL 

ROBERT  LYNN  WALTRIP 

TX 

771 

III 

87 

2055 

1/10/31 

TX 

RA  II  nf  HniKtrin  \'\ 

DH,  U.  Ul  IIUUllUII 

r  ntr  pnf  pnpi  if 

L  1 1 1  i.LJ[  CI  ICU  1 

31 

31 

CCDV/IPC  II  CD/~U  A  Uf\IC  C 

SERVILE  MERCHANDISE 

TN 

3713 

84 

1067 

4/4/33 

TN 

if  AAinmi  MpmnnK  \i 
U,  Ul  mlUIIII,  IV1CIIIUIH)  i\ 

Marketing 

33 

19 

12 

CEBlimil  ACTED  ' 

SERVICEMASTER 

C.  WILLIAM  POLLARD 

IL 

2489 

130 

1842 

6/1/38 

IL 

RA  Whpntnn  'fifl 

UH,  II 1  It. .11 IUI 1  UU 

JD  Northwestern  63 

16 

10 

CLlAlif  IkllMlfTDlEC 

SHAW  INDUSTRIES 

ROBERT  E.  SHAW 

GA 

1751 

58 

3089 

O  /IO  /II 

8/18/31 

GA 

U.  of  the  South 

irlm  /Mlitn 

HUIII/  IlltVil) 

33 

26 

C  LJ  AlAflA  1  IT  MATIAklAI 

SHAWMUT  NATIONAL 

JOEL  BARNES  ALVORD 

CT 

2024 

57 

2142 

n /on  /oo 
11/29/38 

q 

AB,  Dartmouth  '60 

MBA,  Amos  luck  61 

rinnnrp 

31 

7 

SHERWIN-WILLIAMS 

JOHN  GERALD  BREEN 

OH 

2748 

145 

2951 

7/21/34 

OH 

BS,  John  Carroll '56 

MBA,  Cose  Western  61 

Pfnrtiifiifin 

1  1  UUUIIIUII 

15 

15 

C  LI  nu  E  V  t  f 

SHONEY  s 

TAYLOR  H.  HENRY 

TN 

1059 

27 

830 

12/24/35 

AL 

BS,  U  of  Ala  '57 

Finnnrp 

1  IIIUIIIC 

19 

— 

I 

fir  |i  1    a  1  Pv  H  1  f  L» 

SIGMA-ALDRICH 

C.  THOMAS  CORI 

MO 

654 

95 

2453 

8/13/36 

M0 

BS,  U.  of  Wis. '59 

rtL n  in    L  ii  in    i  i/  n 

PhD,  Wash.  U  (Mo.)  69 

Tpf  hnirn 

H  LI  III11UI 

22 



14 

SIGNET  BANKING 

ROBERT  M.  FREEMAN 

VA 

104] 

109 

1857 

5/10/41 

VA 

BS,  U.  of  Va.  '63 

rinnnrp 

1  IIIUIIIC 

22 

4 

SILICON  GRAPHICS 

EDWARD  R.  MtCRACKEN 

CA 

867 

•118 

2576 

IO  /I  A  1  A  1 

12/24/43 

IA 

BSEE,  Iowa  St. '66 

ii n a   d     £    j  i/n 

MBA,  Stanford  68 

Morkelincj 

9 



9 

■ 

riiifu'r  trtAfi  0  noil/*'  ^emtede 

SmllH  S  FOOD  &  DRUG  CENTERS 

JEFFREY  P.  SMITH 

UT 

2650 

54 

732 

2/20/50 

UT 

Utah  St. 

Retoiliny 

31 



5 

c  ia  1  tru  en  /1  ■!  1 

SMUCKER  (J.M.) 

PAUL  H.  SMUCKER 

OH 

491 

37 

668 

4/21/17 

OH 

BS,  Miami  U.  (Ohio)  '39 

f  inoncG 

54 

23 

SNAPPIE  BEVERAGE 

LEONARD  MARSH 

NY 

232 

5 

3141 

1/5/33 

NY 

Pr  nni  iftinn 

1  1  UUUIIIUII 

21 

1  '/ 

ruin  nil  TAfti  f 

SNAP-ON  TOOLS 

ROBERT  A.  CORNOG 

Wl 

1047 

66 

1788 

5/7/40 

PA 

BS,  III.  Tech. '61 

11  n  A    II      l  f  L"  \  L  L 

MBA,  U  ot  Chicago  66 

Prnrln/ULtn 
i  i  uui  1/  iii"  ly 

2 

2 

SOCIETY 

ROBERT  W.GILLESPIE 

OH 

2405 

301 

3670 

3/26/44 

OH 

A8,  OhioWesleyan  '66 

MBA,  Case  Western  '68 

Rnnw  inn 

UUIIrLII  IU 

26 

6 

1 

SOLECTRON 

KOICHI  NISHIMURA 

CA 

407 

14 

809 

0  /11  /in 

8/31/38 

CA 

BS'63/MS'68SanJoseSt.  PhD,  Stanford  '84 

Technicol 

5 

2 

1 

SONAT 

RONALD  L  KUEHN  JR. 

AL 

1484 

101 

3020 

4/6/35 

NY 

BS,  Fordham  '57 

LLB,  Fordham '64 

23 

9 

r  f\ ■  1  i"l  ** i\  BRA  l\l  I  ^Tf 

SONOCO  PRODUCTS 

CHARLES  W.  COKER 

SC 

1838 

81 

1833 

r  /111  /11 

5/10/33 

SC 

BA,  Princeton  '55 

MBA,  Harvard '57 

Production 

36 

23 

l| 

f  ATurovif  uai  r\m/~  r 

SOTHEBY  S  HOLDINGS 

MICHAEL  L.  AINSLIE 

NY 

225 

4 

696 

5/12/43 

TN 

BA,  Vanderbilt  '65 

MBA  Harvard  '68 

An  mi  nutf  ntinri 

HUIIIII 1 1  j  1 1  IJ  II  u 

9 

9 

SOUTHERN 

EDWARD  L  ADDISON 

GA 

8073 

1057 

14001 

1  /  T1  /II 

2/13/30 

SC 

BS,  U  of  S  C.  '50 

Tprhnif  n 

ICllll  1 IIUI 

40 

in 

10 

: 

SOUTHERN  NEW  ENGLAND  TEL. 

DANIEL  J.  MIGLIO 

0 

1614 

159 

2315 

6/23/40 

PA 

BS,  Wharton '62 

Finonce 

31 

1 

1 

SOUTHLAND 

CLARK  J.  MATTHEWS  II 

TX 

6439 

-131 

2306 

10/1/36 

KS 

BA.  SMU  59 

JO.  SMU  '61 

Legal 

28 

3 

| 

SOUTHTRUST 

WALLACE  D.  MALONE  JR 

AL 

965 

114 

1469 

8/3/36 

AL 

BS,  U  of  Ala  57 

MBA,  Wharton  '60 

Finonce 

34 

32 

SOUTHWEST  AIRLINES 

HERBERT  D.  KELLEHER 

TX 

1685 

91 

4948 

3/12/31 

NJ 

BA,  Wesleyan  '53 

LLB,  NYU '56 

Legal 

26 

12 

1 

: 

EXECUTIVE  TO  WATCH 

►  The  iconoclast  of  the  airline  business  is  now  every  rival's  role  model- 

and  worst  enemy. 

His 

H' 

low  costs  and  rock-bottom  fa 

res  are  causing  fits  for  aviation's  Big  Three. 

The  only  mojo'  ai 

rline 

: 

post  a  p 

"of it  in  each 

of  the  last  three  years,  Southwest  has  inspired  a  slew  of  small  im 

tators.  Bu 

i 

most  are  staying  out  of  its  way.  He'll 

keep  squeezing  costs  but  has  no  plans  to  change  a  stratej 

that  has  serve 

d  him  so  well  for  two  c 

ecades. 

! 

SOUTHWESTERN  BELL 

EDWARD  I.  WHITACRE  JR.  TX 

10015 

1302 

264/8 

11/4/41 

TX 

BS,  Tex.  Tech  '64 

Technical 

30 

4  1 

SOUTHWESTERN  PUBLIC  SERVICE 

BILL  D.  HELTON 

TX 

719 

103 

1258 

9/6/38 

TX 

BSEE,  Tex.  Tech '64 

Technical 

36 

3 

SPIEGEL 

jOhn  j.  she;. 

IL 

2219 

39 

1327 

3/1/38 

NJ 

BS,  LaSalle'59 

MS,  U  of  Pittsburgh '60 

Marketing 

12 

8 

i 

SPRINGS  INDUSTRIES 

WALTER  Y.  ELISHA 

SC 

19/6 

45 

635 

12/10/32 

IN 

BA,  Wabash  '54 

MBA,  Harvard '65 

Mktg/Adm 

14 

12 

CDDIAIY 
jrKINI 

WILLIAM  T.  ESREY 

KS 

9230 

427 

12499 

1/17/40 

PA 

BA,  Denison  '61 

MBA,  Harvard '64 

Finonce 

14 

8 

STANDARD  FEDERAL  BANK 

THOMAS  R.  RICKETTS 

Ml 

824 

96 

893 

3/4/31 

Ml 

BBA,  U.  of  Mich.  '53 

JD,  U.  of  Mich. '56 

Banking 

37 

20 
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HDQ.    SALES  PROFITS  MKT  VAL.  — —   PAY  S 
 00  LOC      S  MIL     S  MIL      S  Mil          BORN       PLACE         COLUGt  EDUCATION  GRADUATE  S1UDY  CAREER  PATH    COMPANY  CEO  THOUS 

:Y  WORKS  RICHARD  H.  AYERS  CT     2218     98    1868    10/12/42  MA        BS,  MIT '65  MS.  MIT '65  Prodn/Ops       22    6  711 

EXECUTIVE  TO  WATCH 

►  The  country's  largest  toolmaker  has  been  in  a  rut  since  Ayers  became  CEO  six  years  ago.  He 
blames  the  weak  housing-construction  market  for  his  company's  woes.  But  Stanley  has  had  other 
problems,  too.  Last  year,  Ayers  fought  off  a  takeover  attempt  by  Newell.  Then,  in  April,  he  settled 
a  lawsuit  filed  by  the  U.S.  Justice  Dept.  alleging  price-fixing  on  door  hinges.  Without  admitting 
guilt,  Stanley  agreed  to  pay  a  $5  million  fine. 


s 

THOMAb  OcOKOt  McMBtKO 

MA 

883 

16 

657 

1/18/49 

NJ 

AB,  Harvard '71 

MBA,  Harvard  73 

Marketing 

o 

0 

0 
0 

1  Ifl 

ANC 

JERRY  A.  GRUNDHOrER 

OH 

642 

76 

1014 

9/2/44 

CA 

BA,  Loyola  '67 

Fin/Banking 

0 

U 

U  It 

NA 

JCKS 

HOWARD  D.  SCHULTZ 

WA 

93 

4 

640 

7/19/53 

NY 

BS,  No  Mich.  75 

Marketing 

6 

6 

305 

R 

DAVID  A.  BECKERMAN 

a 

283 

25 

647 

12/24/42 

a 

BS,  U.  of  Bridgeport  '64 

Marketing 

22 

22 

560S 

iTREET  BOSTON 

MARSHALL  N.  CARTER 

MA 

1417 

160 

2572 

4/23/40 

VA 

BS,  U.S.  Mil.  Acad. '62 

MS,  USN  Postgrad  70; 
MA,  Geo.  Washington  76 

Finance 

2 

2 

1000 

RT  &  STEVENSON  SERVICES 

BAD  LI  /VLITAI 

BOB  H.  0  NEAL 

TX 

813 

44 

1594 

10/6/34 

TX 

BA,  East  Tex.  Slate  '55 

Management 

on 
a 

3 

cnn 
5UU 

-  SHOP 

LEWIS  G.  SCHAENEMAN  JR. 

MA 

3352 

54 

1276 

4/5/31 

MA 

BS,  Cornell  '52 

MBA,  Harvard '56 

Marketing 

27 

4 

IUVJ 

GE  TECHNOLOGY 

DVAI    D/\DFDT  DADD1 

RYAL  ROBERT  POPPA 

CO 

1521 

15 

1205 

11/7/33 

ND 

BS,  Cloremonl  McKenna'57 

Marketing 

9 

o 

7 

649 

RITE 12 

JOHN  J.  PHELAN 

MA 

586 

62 

715 

Age  63 

MA 

Clark 

Marketing 

25 

0 

NA 

ER 

JOHN  WILFORD  BROWN 

Ml 

477 

48 

1336 

9/15/34 

TN 

BS,  Auburn  '57 

Administration 

17 

17 

1/ 

l  fin 

out) 

:  PAPER 

WINFRED  LaMOTTE  THORNTON 

FL 

592 

16 

1548 

7/9/28 

NC 

MS,  VMI'50 

Technical 

'76 

2 

152 

)E  MEDICAL 

RONALD  A.  MATRICARIA 

MN 

240 

102 

1538 

11/2/42 

CT 

BS,  Moss.  Coll.  Pharm  '66 

Marketing 

0 

0 

NA 

IL 

DOUGLAS  W.  LEATHERDALE 

MN 

4499 

-233 

3806 

12/6/36 

Canada 

BA,  United '57 

Finance 

22 

3 

628 

ROBERT  H.  CAMPBELL 

PA 

8626 

•317 

2983 

6/11/37 

PA 

BCE,  Princelon  '59 

MS,  Carnegie-Mellon  '61; 
MS  MIT  78 

Technical 

33 

2 

499 

ICROSYSTEMS 

SCOn  G.  McNEALY 

CA 

3589 

173 

2671 

11/13/54 

IN 

BA.  Harvard  76 

MBA  Stanford  80 

Production 

12 

10 

996 

AFRICA 

ELI  BROAD 

CA 

802 

72 

1255 

6/6/33 

NY 

BA,  Mich.  Slate  '54 

Finance 

36 

36 

1348 

AM-OSTER 

ROGER  W.  SCHIPKE 

Rl 

967 

66 

1543 

1/6/37 

MO 

BSBA,  Wash.  U.  (Mo.) '58 

MBA,  NYU  '61 

Administration 

0 

0 

NA 

TRAND 

HARRY  C.  STONECIPHER 

11 

1673 

83 

1493 

5/16/36 

TN 

BS,  Tenn.  Poly.  Inst.  '60 

Technical 

7 

5 

1206 

UST  BANKS 

JAMES  B.  WILLIAMS 

GA 

3110 

413 

5237 

3/21/33 

TN 

AB,  Emory  '55 

Finance 

38 

3 

680 

OR  INDUSTRIES  INTERNATIONAL  LOUIS  I.  BORICK 

CA 

325 

29 

1320 

11/30/23 

MN 

U.  of  Minn. 

Technical 

36 

36 

1673 

VALU 

MICHAEL  W.  WRIGHT 

MN 

12568 

165 

2601 

6/13/38 

MN 

BA,  U  of  Minn  '61 

LLB,  U  of  Minn.  '63 

Legal 

1/ 

12 

1488 

CAL  CARE  AFFILIATES 

JOELC.  GORDON 

TN 

225 

29 

634 

1/5/29 

KY 

BS,  U  of  Ky  '51 

Mktg/Mgmt 

II 

7 

H42 

£ 

MARK  B.  HOFFMAN 

CA 

265 

24 

1382 

11/9/46 

MN 

BS,  U.S.  Mil  Acad. '69 

MBA,  U.  of  Ariz.  79 

Finance 

9 

9 

527 

SYS 

HARVEY  C.  JONES 

CA 

63 

7 

683 

1/23/53 

VA 

BS,  Georgetown  74 

MS,  MIT '80 

Morkeling 

6 

6 

210 

TICS  COMMUNICATIONS 

ANDREW  K.  LUDWICK 

CA 

389 

42 

1772 

10/30/45 

OH 

BA,  Harvard '67 

MBA,  Harvard '69 

Marketing 

8 

8 

464 

US  FINANCIAL 

JAMES  HUBERT  BLANCHARD 

GA 

595 

61 

1258 

7/22/41 

GA 

BBA,  U.  of  Go. '63 

LLB,  U.  of  Go. '65 

Banking 

23 

22 

406 

! 

PAUL  E.  FREIMAN 

CA 

2085 

472 

4004 

7/23/34 

NY 

BS,  Fordham  '55 

Marketing 

31 

4 

1032 

JOHN  F.  W00DH0USE 

TX 

8893 

172 

5388 

11/30/30 

DE 

6A.  Wesleyon  53 

MBA,  Harvard '55 

Finance 

24 

11 

I03l 

IRANDS 

HOWARD  B.  WENTZ  JR.  * 

NY 

684 

122 

1744 

1/10/30 

PA 

BSE,  Princeton  '52 

MBA,  Harvard  '57 

Production 

0 

0 

NA 

VI  COMPUTERS 

JAMES  G.  TREYBIG 

CA 

2037 

-41 

1002 

9/28/40 

TX 

BA'63/BSEE'64,  Rice 

MBA,  Stanford  '68 

Mktg/Finance 

19 

19 

58/ 

JOHN  V.  ROACH 

TX 

4742 

184 

1887 

11/22/38 

TX 

BA,TCU'61 

MBA,  TCU  '65 

Marketing 

26 

12 

856 

AN  CENTERS 

ROBERT  S.  TAUBMAN 

Ml 

2 

2 

647 

12/27/53 

Ml 

BS,  Boston  U.  76 

Finance 

17 

4 

750 

NERGY 

TIMOTHY  L.  GUZZLE 

FL 

1183 

153 

2848 

11/4/36 

IA 

BS'58/MS'59,  U.ofOkla 

PhD,  TCU  '65 

Technical 

6 

4 

597 

SEH  PRODUGS 

TODD  WESLEY  HERRICK 

Ml 

1259 

52 

810 

11/29/42 

Ml 

BA,  Notre  Dame '67 

Tech/Prodn 

21 

7 

250 

mix 

JEROME  J.  MEYER 

OR 

1302 

58 

770 

2/18,  38 

MN 

BA,  U.  of  Minn. '60 

Technical 

3 

3 

661 

)MMUNICATIONS 

JOHN  C.  MALONE 

CO 

3574 

-19 

11088 

3/7/41 

0 

BS,  Yale  '63 

MS,  NYU '65;  MS '64/ 
PhD '67  Johns  Hopkins 

Tech/Fin/Adm 

20 

'70 

493 

NE 

WILLIAM  PHILIP  RUTLEDGE 

CA 

2888 

46 

1378 

1/6/42 

PA 

BS,  Lafayette '63 

MS,  Geo.  Washington  '67 

Production 

8 

3 

550 

ONE  &  DATA  SYSTEMS 

LEROY  T.  CARLSON  JR. 

IL 

454 

38 

2183 

9/27/46 

IL 

BS,  Harvard  '68 

MBA,  Horvard  '71 

Finance 

19 

7 

338 

S 

MICHAEL  J.  BIRCK 

IL 

259 

17 

832 

1/25/38 

MO 

BSEE,  Purdue '60 

MSEE,  NYU  '62 

Technical 

18 

18 

339 

-INLAND 

CLIFFORD  J.  GRUM 

TX 

2713 

147 

2378 

12/12/34 

IA 

BA,  Austin  '56 

MBA,  Wharton  '58 

Fin/Publish 

25 

10 

700 

:o 

MICHAEL  H.  WALSH 

TX 

13139 

-683 

9004 

7/8/42 

NY 

BA,  Stanford  '64 

LLB,  Yale  '69 

Management 

2 

2 

2716 

'NE 

ALEXANDER  V.  d'ARBELOFF 

MA 

530 

23 

934 

12/21/27 

France 

BS,  MIT  '49 

Marketing 

33 

22 

554 

1 

ALFRED  C.  DeCRANEJR. 

NY 

36812 

1012 

16766 

6/11/31 

OH 

BA,  Notre  Dome  '53 

LLB,  Georgetown  '59 

Legal 

35 

0 

1391 

NSTRUMENTS 

JERRY  R.JUNKINS 

TX 

7440 

247 

6911 

12/9/37 

IA 

BS,  lowo  St. '59 

MS,  SMU  '68 

Technical 

34 

8 

900 

JTILITIES 

JERRY  S.  FARRINGTON 

TX 

4908 

738 

10818 

7/7/34 

TX 

BBA,  U.  of  No.  Tex. '55 

MBA,  U.  of  North  Tex. '58 

Administration 

36 

7 

700 

N 

JAMES  F.  HARDYMON 

Rl 

83J4 

374 

4991 

11/11/34 

KY 

BS,  U  of  Ky  '56 

MS,  U.  of  Ky.  '58 

Mktg/Tech 

4 

2 

1500 

0  ELECTRON 

GEORGE  NICHOLAS  HATSOPOULOS  MA 

947 

61 

1704 

1/7/27 

Greece 

BS'49/MS'50,  MIT 

ME '54/ScD '56,  MIT 

Technical 

37 

37 

766 

0  INSTRUMENT  SYSTEMS 

ARVIN  H.  SMITH 

NM 

423 

33 

1307 

5 '16/ 29 

TX 

BS,TCU'59 

Technical 

23 

7 

427 

S  &  BETTS 

T.  KEVIN  DUNNIGAN 

NJ 

1051 

51 

1198 

1/31/38 

Canada 

AB,  Loyola  (Canada)  '71 

Marketing 

31 

9 

883 

ERIC  A.  BENHAMOU 

CA 

408 

4 

811 

8/28/55 

France 

Dl,  EcoleNot.  Sup.  76 

MS,  Stonford  77 

Technical 

6 

3 
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COMPANY 

CEO 

m 

LOC. 

SALES 
SMIL 

PROFITS  MKT  VAL 
S  MIL  SMIL 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

TENURE 
CAREER  PATH  COMPANY 

CEO 

TIDCUiATCD 

IIUcWAIcK 

IAUU  DCTCD  1  ADADHC 

JUHN  rtltK  LABUKUt 

1  A 

LA 

H/b 

28 

1150 

11  /C  /II 

LA 

DC   1  CM  1  Al 

Kb,  LbU  4/ 

ID  1  C1I  'AO 

JU,  LbU  49 

Administration 

37 

37 

TIME  IAMDMED 
Unfit  WAKNtK 

utKALU  PA,  Levin 

MV 
NT 

IjU/U 

86 

15405 

C,  IL  /OQ 

j/b/ii 

PA 

rA 

da  u ,,,,,,, i ,,, ,i  'in 
da,  naveriora  oU 

LLd,  U.  Ot  ra.  oo 

Legal 

21 

1 

TIMCC  MIDDAD 

DADCDT  t  tDDIIDII 

KUdcKI  r.  cKdUKU 

t  M 

j/Uz 

57 

4099 

Q /07  /in 
7/ Z//JU 

LA 

da  iicr  1  CO 
HA,  UbL  bz 

m  u.,  J  ice 

JU,  Harvard  bb 

Legal 

32 

12 

IIMKtN 

IACCDU  C  TAAT  ID 

JUbtrn  r.  IUUI  JK. 

Un 

164/ 

4 

1013 

Age  57 

nil 
Un 

m,  rnnceton  b/ 

MrJA,  Harvard  61 

Production 

31 

1 

IJA 

DCDUADft  /"AUUADATA 

bcKNAKU  UXMMAKAIA 

HA  A 

MA 

QvAl 
j/ol 

104 

2052 

0/7/4/1 

Z///4U 

MV 

NY 

Marketing 

16 

4 

TAATCIC  DAI  1  lUIMICTDICC 

lUUIblt  KULL  INUUblKIC) 

MtLVIN  J.  OUKUUN 

IL 

'!  1  C 

32 

732 

11  /Oi  /1Q 

ll/zo/IV 

U  A 

MA 

Ad,  narvara  41 

I1D A    U„,   „,J  MO 

MBA,  Harvard  4j 

Management 

31 

31 

IUKCHMAKK 

KUNALU  K.  KKncT 

A  1 

AL 

on  i £ 

265 

4246 

£  !\L  /HL 

0/  It)/ zo 

Kb 

bA,  Woshburn  47 

1  1  D  tA/^,kU    ,^  'CI 

LLB,  Washburn  dI 

Legal 

30 

9 

TAC/"A 

TUAAAAC  f\  A'MAIirV 

n 

lool 

30 

761 

7  /in  //ii 
//ZU/41 

MV 

NY 

Bb,  Manhattan  oJ 

Trading 

4 

4 

TATAI  CVCTCM  CCDUITEC 

□  irUADH  IAJ  IICCCDV 

UA 

nn 
loll 

18 

837 

UA 

DC    A..L,.,.  i £. 0 

ob,  Auburn  oV 

Operations 

28 

11 

TAVC  'D'  IIC 

lUTb  K  Ub 

■fUADITC  D   1  A7ADIIC 

NJ 

/l07 

438 

10618 

IU/v  ZJ 

UL 

Entrepreneur 

45 

45 

TD  AMCAMEDITA 

IKAnbAMtKllA 

CDAUl/  C  UCDDIurCD 

r  a 
LA 

343 

4661 

n  /n  //it 
ll/lz/'lz 

M  V 

NY 

AD       fl,irlmn,.lL  't^ 

Ad,  Uortmoutn  64 

MDA    A™«,  T..-L  'iC 

MBA,  Amos  Iuck  ob 

Administration 

15 

2 

tdaucati  AUTir  UAi  niurc 
IKANbAILANIK  HULUlNLo 

MAIIDirL  DAVUAUn  TDCCUDCDr 

mAUKKfc  KAYMUNU  OKctnDtKu 

uv 

£10 

olV 

n 

1342 

C /4 /1C 

UV 

N  i 

Len.,  U.  ot  Miami  4o 

1 1  d  uv  i  'cn 
LLB,  N.Y  Law  bU 

Finance 

7 

7 

tdauc/'a  curorv 

IAUU  D  fWDADDCC 

JUHN  r.  UESBAKKfcb 

TV 

If 

-49 

696 

7  /Q  /10 
//o/ 07 

U  1 

MA 

AD  \A/nrrnr«n.  \C  <L(\ 

Ad,  Worcester  JL  oU 

Marketing 

2 

2 

TDAV/EI  CDC  M 

IKAVtLtKb 

c  nu/A  d  r\  u  d  i  i  n  r\ 

rr 
LI 

70/0 

■827 

4936 

/i  /un  /oi 

UN 

DC  T,,t*r  '  C  C 

bo,  lurts  bb 

Actuarial 

38 

12 

TDIDI IUC 

VUADICC  T  DDJIJUDA/*!/ 

IL 

n  q 

137 

3419 

0  /07  /00 
7/Z// Zo 

Un 

AD    D.,.w    t    .  'CO 

Ad,  rnnceton  jU 

II     (  T  i  A, 

U.  ot  loleoo 

Finance 

36 

TDIUITV  lUHIICTDICC 

IKInllY  INUUblKltb 

111    n  AV  USA  1  1  A  fZ 

W.  KAT  WALLACE 

TV 

Ia 

k  m 
l!nU 

45 

1387 

"3  /OC  /OO 

J/  Zj/Zj 

1  A 

LA 

DC   1  «  Ta,U  Mil 

Bb,  La.  lech  44 

Management 

47 

35 

TDIU  AUA 

1  KINUVA 

hADDVI  C   All  CU 

UAKKTL  r.  ALLcN 

Un 

I070 

14 

822 

Q  /7  /40 
7/ //4j 

Ml 

DA   M  rU   Ci«t^  'it 

HA,  Mich  Mate  ob 

AADA   II  *l  kk.rU  <LL 

MBA,  U  Ot  Mich.  00 

Finance 

21 

7 

TDITAU  CtJEDTV 

I  KHUN  cNtKOT 

TUAAAAC  f  Cikirv 

TV 

IX 

TOO 

ZZo 

-96 

1156 

6/24/46 

NY 

DCUC  T..A,  »tO 

DbMt,  lurts  6V 

Tech/Finance 

1 

1 

TRW 

i  Af  mil  T   r adii  •  u 

JOSEPH  T.  GORMAN 

OH 

8311 

194 

4158 

10/1/37 

IN 

BA,  Kent  bt.  i9 

110    V_  1  „  '  L  O 

LLd,  Yale  oz 

Legal/Mgmt 

25 

5 

TURNER  BROADCASTING  SYSTEM 

ROBERT  EDWARD  TURNER 

GA 

1770 

34 

4709 

11/19/38 

OH 

Brown 

Communs 

30 

30 

EXECUTIVE  TO  WATCH 

►  With  a  cable-TV  empire  and  two  professional  sports  teams,  what  more  could  he  want?  Try 
movie  studio— make  that  two.  Turner  is  buying  New  Line  Cinema  and  Castle  Rock  Entertainrr 
to  provide  programming  for  his  cable  network.  But  he  may  not  be  satisfied.  He  was  mention 
Wall  Street  as  one  of  many  potential  spoilers  eyeing  the  proposed  Viacom-Paramount  deal. 
Analysts,  however,  say  big  shareholders  told  him  to  let  this  expensive  deal  go  by. 


20th  CENTURY  INDUSTRIES 

NEIL  H.ASHLEY 

CA 

1002 

117 

1608 

3  26/23 

WA 

ID  U  of  Monlana  50 

Legal 

10 

0 

TYCO  LABORATORIES 

L.  DENNIS  KOZLOWSKI 

NH 

3066 

95 

2089 

11/16/46 

NJ 

BS,  Seton  Holl  '68 

Seton  Hail 

Finance 

18 

1 

TYSON  FOODS 

LELAND  E.  TOLLETT 

AR 

4169 

161 

3148 

1/21/37 

AR 

BS,  U  of  Ark  '58 

MS,  U  of  Ark.  '59 

Prodn/Ops 

35 

2 

U.S.  BANCORP 

ROGER  L.  BREEZLEY 

OR 

1935 

208 

2558 

4/1/38 

ND 

BS/BA,  U  of  N  D  '60 

Finance 

16 

6 

U.S.  CELLULAR 

H.  DONALD  NELSON 

IL 

164 

6 

1823 

11/23/33 

IL 

BS,  Northwestern  '55 

MBA,  Northwestern  '59 

Marketing 

10 

/ 

U.S.  HEALTHCARE 

LEONARD  ABRAMSON 

PA 

2189 

200 

4709 

11/12/32 

PA 

BA,  Penn  Stole '54; 
BS,  Phila  P&S  '60 

Admin/Dev 

17 

1/ 

U.S.  SURGICAL 

LEON  C.  HIRSCH 

a 

1197 

139 

1287 

7/20/27 

NY 

Marketing 

29 

29 

UAL 

STEPHEN  M.  WOLF 

IL 

12890 

•417 

3592 

8  /  41 

a 

BA,  Son  Froncisco  St  '65 

Marketing 

6 

6 

EXECUTIVE  TO  WATCH 

►  Is  he  ready  to  leave?  He  might  have  to  if  unions  end  up  buying  60%  of  the  struggling  carrii 
return  for  wage  and  benefit  cuts.  Wolf  earned  workers'  ire  in  the  1 980s  when  he  opposed  ur 
attempts  to  buy  United.  This  time,  he  supports  an  employee  buyout.  But  the  unions  might  still  v 
him  out  if  they  take  charge.  Still,  don't  cry  for  Wolf.  His  golden  parachute  would  hand  him  mc 
than  $  1.5  million. 


UGI 

JAMES  A.  SUTTON 

PA 

708 

36 

741 

6/29/34 

IN 

BS,  Purdue '57 

Management 

11 

8 

UJB  FINANCIAL 

T.  JOSEPH  SEMROD 

NJ 

1130 

54 

1479 

12/13/36 

OK 

BS,  U.  ofOkla.'58 

LLB,  U  of  Okla  '63 

Banking 

12 

12 

ULTRAMAR 

JEAN  GAULIN 

CN 

2595 

42 

916 

7/9/42 

Canada 

BS  U  of  Montreal  67 

Production 

24 

4 

UNIFI 

WILLIAM  T.  KRETZER 

NC 

1091 

63 

1716 

7/5/46 

PA 

BA,  N  C.  Stole  '68 

Marketing 

22 

8 

UNION  BANK 

KANETAKA  YOSHIDA 

CA 

1386 

103 

937 

3/12/38 

Japan 

BL,  U.  of  Tokyo  Law  '62 

finance 

8 

0 

UNION  CAMP 

R.  EUGENE  CARTLEDGE 

NJ 

3064 

43 

3190 

6/12/29 

FL 

BS,  U  of  Ala.  52 

Mktg/Sales 

37 

8 

UNION  CARBIDE 

ROBERT  DELMONT  KENNEDY 

a 

4872 

119 

2783 

11/8/32 

PA 

BS,  Cornell  '55 

Marketing 

38 

7 

UNION  ELECTRIC 

WILLIAM  E.  CORNELIUS 

M0 

2100 

303 

4545 

9/6/31 

UT 

BS,  U.  of  Mo.  '53 

MA,  Wash.  U.  (Mo.) '83 

Finance 

31 

9 

UNION  PACIFIC 

DREW  LEWIS 

PA 

7294 

723 

13476 

11/3/31 

PA 

BS,  Haverford  "53 

MBA.  Harvard  55 

Finance 

7 

6 

UNION  TEXAS  PETROLEUM  HOLDINGS  A.  CLARK  JOHNSON 

rx 

669 

109 

2317 

12/7/30 

PA 

BA,  Hoverford  '52 

MBA,  Wharton '54 

Marketing 

25 

9 

UNISYS 

JAMES  A.  UNRUH 

PA 

UV: 

296 

1811 

3  72/41 

ND 

BS,  Jamestown  '63 

MBA  U  ol  Denver  '64 

Finance 

12 

3 

UNITED  ASSET  MANAGEMENT 

NORTON  HERBERT  REAMER 

MA 

295 

35 

1026 

9,,  21/35 

NY 

AB/BEE,  Union  '58 

MBA,  Harvard  '60 

Finance 

13 

13 

UNITED  HEALTHCARE 

WILLIAM  WAYNE  McGUIRE 

MN 

1442 

114 

3708 

4/15/48 

NY 

BA,  U.  of  Tex.  70 

M0,  U  of  Tex  74 

Technical 

5 

3 

UNITED  INVESTORS  MANAGEMENT 

R.K.  RICHEY 

AL 

334 

75 

1200 

6/16/26 

KS 

BA  Washburn  '49 

LLB,  Washburn '51 

Legal 

2 

2 

UNITED  MISSOURI  BANCSHARES 

RUFUS  CROSBY  KEMPER 

M0 

367 

39 

696 

2/22/27 

M0 

IJ  of  Mo 

Finance 

43 

35 

UNITED  TECHNOLOGIES 

ROBERT  F.  DANIELL 

a 

21641 

35 

7165 

10/31/33 

MA 

AS,  Boston  U  CIT  54 

Tech/Mktg 

37 

8 

UNITRIN 

RICHARD  C.  VIE 

IL 

1363 

163 

2280 

9/26/37 

M0 

St.  Louis,  U.  of  Mo. 

Finance 

3 

2 

UNIVERSAL 

HENRY  HOWZE  HARRELL 

VA 

3047 

80 

819 

9/18/39 

VA 

AB,  Washington  &  Lee  '61 

Sales/Mktg 

27 

> 
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A  Clear  View  of  Europe 


This  clear  view  of  Europe  is 
actually  a  composite  image, 
created  from  dozens  of  satel- 
lite photographs,  selected  by 
experts  and  seamlessly  inte- 
grated to  provide  an  unusu- 
ally cloud-free  perspective. 

G.T.  Global  applies  a  sim- 
ilar process  to  managing 
money,  an  approach  that 
integrates  a  clear  global 
perspective  with  hands-on 
local  market  expertise. 

Our  investment  strategy 
in  Europe  during  the  past 
year  illustrates  how  this  can 
translate  into  action.  Our 
Chief  Investment  Officers 
worldwide,  who  identify  re- 
gional economic  trends  and 
assess  their  impact  on  global 
markets,  recognized  that  the 
U.S.  environment-a  combi- 
nation of  low  inflation  and 
low  interest  rates -was  part 
of  a  global  phenomenon. 


This  determination  led  our 
London-based  investment  team 
to  search  for  quality  European 
securities  that  would  benefit  in 
a  declining  interest  rate  envi- 
ronment, and  shift  our  Euro- 
pean portfolios  accordingly. 
Recently,  interest  rates  in 
several  European  countries 
have  begun  to  fall. 

This  combination  of  global 
perspective  and  local  market 
knowledge  contributes  to 
our  clear  view  of  Europe - 
and  the  world:  We  have  used 
this  approach  to  global  in- 
vesting since  G.T.  Global 
was  founded  in  1969.  Today, 
with  offices  in  London,  Hong 
Kong,  Singapore,  Tokyo,  Syd- 
ney, and  San  Francisco,  we 


manage  more  than  $15  billion 
for  institutional  and  individ- 
ual investors  worldwide. 

If  you  are  considering 
investing  in  Europe-or  any- 
where else  in  the  world-con- 
sult your  financial  adviser 
or  call  G.T.  Global.  You  will 
receive  more  complete  infor- 
mation including  a  prospec- 
tus for  G.T.  Global  Mutual 
Funds  (discussing  charges, 
expenses,  and  the  risks  of 
global  investing).  Please 
read  the  prospectus 
carefully  before     ^j^  - 
you  invest. 


LONDON 


GX  GLOBAL 

1-800-824-1580 

G.T.  Global  Financial  Sen'ices,  Inc.,  Distributor 
50  California  St.,  27th  Fl 
San  Francisco,  CA  94111 


*G.T.  Global's  ability 
to  correctly  predict 
or  assess  global 
economic  trends 
is  not  guaranteed. 

©  1993  World  Perspectives 


HONG  KONG 


SINGAPORE 


TOKYO  SYDNEY 


SAN  FRANCISCO 


IBM  Client  /  berver 


"IBM  helped  us  move  as  fast  on 
the  ground  as  we  do  in  the  air." 

John  Harper,  Sr.  Vice  President — Information  Services,  USAir.  USAir  wantec 

to  create  the  terminal  of  the  future  at  Pittsburgh  International  Airport.  \  place  where  line? 
would  he  shorter.  Where  baggage  handling  would  be  quicker  and  more  dependable. 
And  everything  from  check-in  to  take-off  would  be  easier  and  less  confusing  for  travelers 
So  IBM  helped  USAir  develop  a  tailor-made  system  that  makes  information  more 


readily  available  to  employees  so  they  can  be  more  responsive  to  customers.  A  system  that 
maximizes  the  power  of  PCs  and  integrates  a  wide  range  of  different  manufacturers' 
equipment.  A  classic  example  ol  I  BM  ( llient/Server. 

Information  is  now  distributed  from  the  mainframe  to  650  PS/2  workstations  running 
JS/2."  These  workstations  are  tied  into  hundreds  of  ticket  and  boarding  pass  printers, 
ouchscreens,  credit  card  readers  and  other  peripherals  supplied  by  a  number  of  companies. 

The  result:  USAir  employees  and  passengers  now  get  immediate,  consistent  and  reliable 
lpdates  on  pertinent  information.  Skycaps  use  touchscreens  and  bag-tag  printers  to 
streamline  curbside  check-in.  And  tower  operators  can  make  better  decisions  about  man- 
aging gate  traffic,  resulting  in  fewer  delavs.  In  short,  the  airport  of  the  future. 

II  you  want  a  custom-tailored  solution  that  gives  your  people  more  flexibility  and  gives 
ou  an  edge  on  your  competition,  IBM  Client/Server  is  the  answer.  For  more  information, 
•all  1  800  IBM-0045,  ext.  20. 


rhere's  never  been  a  better  time  to  do  business  with 
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THE  CORPORATE  ELITE 


THE  CORPORATE  ELITE 


HDD 

SALES 

PROFITS 

MKT  VAl 

TENURE 

PAYS 

I 

CEO 

IOC 

SMIL 

.  Mil 

SMII 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH 

COMPANY  CEO 

THOUS 

tCHOVIA 

JOHN  G.  MEDLIN  JR. 

NC 

2/78 

433 

6137 

11/23/33 

NC 

BS,  U  of  N  C  '56 

Operations 

34  17 

1176 

URT  STORES  DAVID  D.  GLASS  AR  55484  1995   59801      9/2/35  MO        BS,  Southwest  Mo.  St. '59  Finance  17    6  850 

EXECUTIVE  TO  WATCH 

►  He's  finding  Sam  Walton  a  tough  act  to  follow.  Wal-Mart  enjoys  big  profit  gains,  but  sales 
growth  is  slowing.  Glass  is  also  grappling  with  the  retailing  giant's  image  problems,  including 
allegations  of  predatory  pricing.  Still,  Walton's  handpicked  successor  is  pushing  ahead  with 
plans  to  expand  warehouse  clubs  and  grocery/discount  stores.  Having  expanded  into  Mexico  in 
a  joint  venture,  he  is  eyeing  new  locations  in  Canada  and  Europe. 


SEEN 

CHARLES  R.  WALGREEN  III 

IL 

74  7  5 

221 

4723 

11/11/35 

IL 

BS.  U  of  Mich  58 

Mklg/Ops 

41 

22 

1194 

ACO  GROUP 

LINDA  J.  WACHNER 

NY 

625 

48 

654 

2/3/46 

NY 

BS,  SUNY/Buffalo'66 

CUNY 

Marketing 

7 

6 

3160 

ER-LAMBERT 

MELVIN  R.  GOODES 

N] 

5598 

644 

9510 

4/11/35 

Canada 

BC,  Queen's  (Canoda)  '57  MBA,  U.  of  Chicago  '60 

Marketing 

28 

2 

1565 

NGTON  FEDERAL  SAVINGS 

GUY  C.  PINKERTON 

WA 

278 

82 

985 

8/1/34 

WA 

BA,U.  of  Wash. '59 

Finance 

28 

1 

224 

NGTON  GAS  LIGHT 

PATRICK  J.  MAHER 

DC 

746 

52 

908 

4/20/36 

Ireland 

BBA,  lona  '59 

MBA,  NYU  '65 

Finance 

19 

2 

407 

NGTON  MUTUAL  SAVINGS 

KERRY  K.  KILLINGER 

WA 

780 

100 

1074 

6/6/49 

IA 

BA,  U.  of  Iowa  '70 

MBA,  U.  of  Iowa '71 

Marketing 

II 

3 

611 

NGTON  POST 

DONALD  E.  GRAHAM 

DC 

1451 

128 

2609 

4  22.  45 

MD 

BA,  Harvard  '66 

Journalism 

22 

2 

400 

NGTON  REIT 

B.  FRANKLIN  KAHN 

MD 

37 

20 

639 

2/4/25 

DC 

BS,  Whorton  '46 

Finance 

33 

33 

552 

NGTON  WATER  POWER 

PAUL  ANTHONY  REDMOND 

WA 

558 

72 

1045 

1/23/37 

OR 

BS  Gonzago  65 

Technical 

28 

9 

460 

Mi  PAPER  MILLS 

ARNOLD  M.  NEMIROW 

Wl 

371 

40 

766 

3/25/43 

CT 

AB,  Harvard  '66 

JO,  U  of  Mich  69 

Legal 

3 

3 

518 

iARTEN  REALTY  INVESTORS 

STANFORD  J.  ALEXANDER 

rx 

90 

21 

1088 

8/15/28 

n 

BS,  I!  of  Tex  49 

MBA,  Harvard  '52 

Marketing 

38 

31 

692 

MARKETS 

SIGFRIED  WEIS 

FA 

1289 

72 

1216 

2/18/16 

PA 

BA,  Yale  '38 

Administration 

54 

33 

460 

LEET  COMMUNICATIONS 

PAUL  JOSEPH  SEVERINO 

MA 

85 

11 

1488 

11/11/46 

NJ 

BSEE,  RPI  69 

Technical 

7 

7 

211 

IAN 

THOMAS  MICHAEL  DUFF 

NJ 

828 

52 

648 

7/30/47 

NJ 

BA  Rutgers  70 

Administration 

22 

8 

858 

OINT  HEALTH  NETWORKS 

LEONARD  D.  SCHAEFFER 

CA 

2275 

175 

2811 

7/28/45 

11 

BS,  Princeton  '69 

Finonce/Mgml 

1 

1 

908 

FARGO 

CARL  E.  REICHARDT 

CA 

5204 

283 

6471 

7  6  31 

TX 

AB,  USC  '56 

Finance 

23 

11 

775 

PS  INTERNATIONAL 

JAMES  WHITNEY  NEAR 

OH 

1220 

65 

1449 

3/19/38 

OH 

8S,  Hanover  '61 

Management 

19 

3 

1228 

1  FINANCIAL 

CHARLES  T.  MUNGER 

a 

132 

5 

1047 

1,1/24 

NE 

U  of  Mich ,  Cal  Tech 

JD  Harvard '48 

Legal 

10 

10 

102 

ersatile  variable  life  insurance  from  The 
tie  combines  life  insurance  protection  with  a  wide  selec- 
investment  choices  for  long-term  growth  potential, 
these  investment  funds  you'll  find  some  of  the  very  best 
n  life. 

>ne  fund,  for  example,  has  ranked  first  or  second  in  per- 
ce  in  its  class  for  four  of  the  past  five  years.  Two  rank 
their  categories  over  three  years,  and  two  over  five 
Other  Equitable  funds  rank  as  top  performers  in  their 
lent  categories  as  well. 

olid  investment  performance  takes  know-how.  The 
tie  has  it.  The  investment  professionals  who  manage 
■p-rated  funds  are  among  the  most  experienced  in  the 

THE 


industry.  We  currently  manage  over  $160  billion  in 
assets  for  America's  most  respected  corporations  and  financial 
institutions,  as  well  as  our  individual  life  insurance,  annuity 
and  mutual  funds  clients. 

And  Equitable's  career  Agents  have  led  the  life  insur- 
ance industry  in  professionalism  for  five  consecutive  years. 

To  learn  more  about  The  Equitable  and  its  versatile  and 
timely  range  of  financial  products,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable,  787 
Seventh  Ave.,  Dept.  A,  New  York,  NY  10019. 

For  more  complete  information,  including  charges  and  expenses,  obtain  a  prospec- 
tus from  your  Equitable  Agent  and  read  it  carefully  before  investing.  Past  performance  is 
not  an  estimate  or  indication  of  future  results. 


EQUITABLE 

STRENGTH  IN  NUMBERS 


|  our  Growth  Investors  Fund  ranked  I  out  of  42  over  the  3-year  penod  and  our  Global  Fund  ranked  1  out  of  15  and  1  out  of  10  over  the  3-  and  5-year  periods,  respective- 
e  Morningstar  universe  consists  of  over  400  vanable  lite  funds,  all  of  which  report  their  data  net  of  investment  management  fees,  direct  operating  expenses  and  separate 
nt  level  charges.  The  performance  data  Morningstar  uses  to  calculate  rankings  do  not  reflect  mortality  insurance-related  costs,  administrative  expenses  or  sales  charges. 

©  1993  The  Equitable  Companies  Incorporated.  NY.  NY  10019. 
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COMPANY 

CEO 

HDQ 
IOC 

SALES 
S  MIL 

PROflTS 
S  MIL 

MKT  VAl 

<  Mil 

BORN 

PLAl  1 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

TENURE 

CAREER  PATH  COMPANY 

WEST  ONE  BANCORP 

DANIEL  R.  NELSON 

ID 

517 

63 

944 

n  /io  /n 

8/12/37 

WA 

BBA,  Wosh.  Stole  '62 

Finance 

9 

WEST  POINT-PEPPERELL 

iiai  /Aiinr  t    rnrrii  in 

HOLCOMBE  T.  GREEN  JR. 

GA 

1496 

-199 

1436 

n  /on  /in 

9/29/39 

GA 

AB,  Yole  '61 

i  i  n  n     f  ii  ,1 

LLB,  U.otVa.  67 

Legal 

1 

WESTERN  GAS  RESOURCES 

BRION  G.  WISE 

CO 

591 

40 

1081 

9/17/45 

WA 

BS,  Wosh.  Slote  68 

Technical 

22 

uirfTrn  1 1  nrr  Aiin/rr 

WESTERN  RESOURCES 

JOHN  E.  HAYES  JR. 

KS 

1556 

128 

2162 

n  /on  /m 

9/22/37 

MO 

nf  n    l  L      i  irn 

BS,  Rockhurst  59 

Administration 

4 

WESTINGHOUSE  ELECTRIC 

MICHAEL  H.  JORDAN 

PA 

8447 

348 

5444 

6/15/36 

MO 

BS,  Yole  '57 

MS,  Princeton  '59 

Consulling/Mgmt  0 

WESTVACO 

JOHN  A.  LUKE  JR. 

NY 

2336 

136 

2434 

11/24/48 

NY 

BA,  Lowrence  '71 

MBA,  Whorton  '79 

Finoncs 

14 

WEYERHAEUSER 

JOHN  W.  CREIGHTON  JR. 

WA 

9219 

372 

8430 

9/1/32 

PA 

BS,  Ohio  St.  "54 

JD,  Ohio  St.  "57; 
MBA,  U.  of  Miami  '65 

riliUIKc 

23 

iimrr i  inn  ita n  TrcutiAi  Anrr 

WHEELABRATOR  TECHNOLOGIES 

minim  n  raaiifv 

PHILLIP  B.  ROONEY 

IL 

1433 

176 

3333 

7/8/44 

IL 

BA,  St.  Bernard  66 

Administration 

5 

WHIRLPOOL 

DAVID  R.  WHITWAM 

Ml 

7301 

20S. 

4666 

1  /OA  /  A O 

1/  30/42 

Wl 

BS,  U.  of  Wis.  '67 

U  of  Wis 

Marketing 

25 

WHITMAN 

BRUCE  S.  CHELBERG 

IL 

2388 

92 

1581 

8/14/34 

IL 

nr  ii     fill  i r / 

BS,  U.  ol  III.  56 

i  i  n  ii     I  ill  i rn 

LLB,  U.  of  III.  58 

Administration 

12 

WILLAMETTE  INDUSTRIES 

WILLIAM  SWINDELLS 

OR 

2372 

82 

2288 

9/16/30 

CA 

BS,  Stanford  '53 

Production 

40 

WILLIAMS  3 

JOSEPH  HILL  WILLIAMS 

OK 

2448 

128 

3038 

6/2/33 

OK 

8A,  Yole  '56 

Operations 

34 

mil  itiiiATAti  rnurt 

WILMINGTON  TRUST 

LEONARD  W.  QUILL 

DE 

426 

79 

1101 

lO  /ll  /Ol 

12/11/31 

DE 

nr  n     In  1  irn 

BS,  11.  ot  Del.  58 

uni   ii     In  I  i/r 

MBA,  U.  ot  Del  65 

Banking 

36 

WINN-DIXIE  STORES 

A.  DANO  DAVIS 

FL 

10337 

216 

4533 

6/2/45 

NY 

Stetson 

Marketing 

25 

WISCONSIN  ENERGY 

RICHARD  A.  ABDOO 

Wl 

1552 

176 

2984 

1/27/44 

Ml 

BS,  U.  ot  Doylon  65 

MA,  U.  of  Detroit  '69 

Technical 

18 

WISCONSIN  PUBLIC  SERVICE 

DANIEL  ARTHUR  BOLLOM 

Wl 

635 

58 

821 

4/25/36 

Wl 

BBA,  U.  of  Wis. '58 

U.ofWis./Oshkosh 

Finance 

35 

WITCO 

WILLIAM  R.  TOLLER 

NY 

1729 

54 

1581 

l"l  /1A  /OA 

8/10/30 

AR 

nr    ii     III    ■  r  / 

BS,  U.  ot  Ark-  56 

Finance 

9 

WMS  INDUSTRIES 

LOUIS  J.  NICASTRO 

IL 

227 

IS 

641 

7/22/28 

NY 

MBA,  (olumbio  '56 

Finance 

12 

WMX  TECHNOLOGIES 

DEAN  L.  BUNTROCK 

IL 

8661 

921 

14651 

6/6/31 

SD 

BA,  St.Oloi'55 

Entrepreneur 

25 

EXECUTIVE  TO  WATCH 

►  This  big-game  hunter's  growth  machine  is  slowing.  His  Waste  Management  unit  is  sufferi 
from  the  siack  economy  and  the  success  of  big  companies  at  reducing  waste.  WMX  put  off  p 
for  new  hazardous-waste  incinerators.  Now,  Buntrock  faces  the  painful  prospect  of  writing 
the  assets  of  Chemical  Waste  Management.  Longer-term,  there  could  be  a  silver  lining:  Tou 
landfill  rules  may  raise  rivals'  costs  more  than  those  of  the  high-tech  WMX. 


Remote. 


—  —  In  both  form  and  function,  Logitechs  MouseMan  Cordless  is  far  removed  from 

m°otoRr o  la  1   an  ordinary  mouse.  It's  not  just  cordless,  it's  the  first  radio-controlled  mouse  ever. 

It  gives  you  comfortable  access  to  your  computer  w  ithout  any  entanglements. 


Motorola  and  Iht  "are  rtgtslmd  trademarks  cj  Motorola,  Im  Logilci  Ii  K  a  Imkmrk  ami  Mm 


s  a  rtgrslmtl  trademark  of  Logitech  i  <1993  Motorola.  Im  Ml  rfcMs  memd 
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HDQ  SALES  PROFITS  MKT  VAL  — —  PAYS 

1                                            CEO                                              LOC  S  MIL  SMIl  S  MIL  BORN  PLACE  COLLEGE  EDUCATION               GRADUATE  STUDY                 CAREER  PATH    COMPANY  CEO  THOUS 

tWQRTH                           WILLIAM  K.  LAVIN                   NY  9962  280  3300  9/23/44  NY  BBA,  Si.  John's '65                                 Finonce          13  0  746 

'KINGTON  INDUSTRIES  JOHN  P.  McCONNELL  OH  1116  66  1832  12/3/53  OH        U.  of  Louisville  Administrotion    18  0  460 

-iOLDINGS  ERROLL  B.  DAVIS  JR.  Wl  652  61  1064  8/5/44  PA  BS,  Cornegie-Mellon '65  MBA,  U.  of  Chicago  '67      Finance          15  3  480 

LEY  (WM.)  JR.  WILLIAM  WRIGLEY  IL  1287  149  4749  1/21/33  IL         BA,  Yole  '54  Administration    37  33  699 

|OX  PAUL  ARTHUR  ALLAIRE  CT  17040  -256  7685  7/21/38  MA  BS,  Worcester  Poly.  '60   MS,  Cornegie-Mellon  '66    Finonce          27  3  1525 

t  BERNARD  V.  VONDERSCHMITT      CA  178  27  994  10/14/23  IN  BS,  Rose-Hulmon Tech  '44 MSEE,  MBA,  U.  of  Po  '56    Technical         10  10  213 

 LEWIS  RUBIN  MA  203  27  736  1/11/38  NY        BBA,  CCNY'60  Finonce          4  3  602 

LOW  GEORGE  E.  POWELL  III  KS  2263  41  653  10/18/48  MO        BS,  Indiana '70          Indiana  Operations       23  3  456 

INTERNATIONAL  ROBERT  N.  POKELWALDT  PA  1939  69  1355  8/11/36  NY        BS,  SUNY/Boffolo '60    Millard  Fillmore  Prodn/Mgmt      5  2  552 


E  CHIEF  EXECUTIVES  whose  entries  appear  in  these  tables  were  se- 
ted  on  the  basis  of  the  market  values  of  their  companies  as  of  Aug. 
1993.  The  companies  included  in  these  tables  are  substantially  the 
ne  as  those  ranked  in  the  1993  BUSINESS  WEEK  lOOO  Special  Issue 
sr.  2).  New  companies  have  been  added  to  the  list  to  replace  those 
longer  publicly  traded  because  they  were  merged  or  reorganized, 
he  information  that  appears  in  each  CEO  entry  was  compiled  from 
ariety  of  sources.  Most  of  the  biographical  material  was  supplied 
ectly  by  each  executive  or  by  a  designated  official  in  his  or  her  com- 
ny  in  response  to  a  BUSINESS  WEEK  questionnaire.  Standard  &  Poor's 
mpustat  Services  Inc.  supplied  all  the  data  on  sales,  profits,  and  mar- 
value.  Compensat:on  figures  were  taken  directly  from  the  most  re- 
it  proxy  statements  or  from  direct  company  sources. 
kLES  AND  PROFITS.  The  numbers  in  the  BUSINESS  WEEK  Corporate 
e  tables  reflect  the  most  recent  fiscal  year  for  which  complete  data 


were  available.  For  most  companies,  they  exclude  other  income  and  ex- 
cise taxes,  as  well  as  the  financial  results  of  unconsolidated  subsidiaries. 
Profits  are  defined  as  aftertax  earnings  from  continuing  operations,  be- 
fore extraordinary  items.  For  companies  in  financial  industries  (banks, 
insurance,  etc.),  revenues  may  include  investment  income;  for  insurance 
companies,  net  income  is  defined  as  net  aftertax  operating  income. 
MARKET  VALUE.  This  calculation  is  based  on  share  prices  as  of  stock 
market  close,  Aug.  27,  1 993,  and  the  latest  available  number  of  shares 
outstanding. 

COMPENSATION. The  amount  shown  is  salary  and  short-term  bonus 
as  reported  to  the  Securities  &  Exchange  Commission.  Long-term  com- 
pensation is  normally  excluded. 

TENURE.  When  the  exact  month  and  year  of  company  or  CEO  tenure 
is  available,  years  of  tenure  are  rounded  upward  if  months  of  service 
are  seven  or  more. 


cheduled  to  merge  with  Cyprus  Minerals  2  Scheduled  to  merge  with  Dresser  Inds  3  New  CEO  will  take  over  Jan.  1 ,  1  994.  4.  New  CEO  scheduled  to  take  over  5  Scheduled  to  merge 
[Mattel  6.  Co-CEO  with  Louis  Simpson.  7  CEO  as  of  November  1  993  8  Premerger  marketvalue  9  Scheduled  to  merge  with  AT&T  10  Scheduled  to  merge  with  Merck.  1  1 .  Scheduled 
epdown  Oct.  1 ,  1  993.  12.  Acting  CEO.  1  3  Chairman  of  the  board,  no  CEO  named  yet.  14  Scheduled  to  merge  with  Primerica. 


® 
68HC05 


Control. 

Two  Motorola  68HC05  microcontrollers  give  you  complete  control  over  the  MouseMan  Cordless. 
One  transmits  mouse  movements,  the  other  receives  and  displays  the  movements  on-screen.  From 
mice  to  race  cars,  the  worlds  most  innovative  products  are  powered  by  Motorola. 

MOTOROLA 

Microcontrollers 
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INTEREST      IS  NOT 


IN     HOW     iv/ST    A  N 


Investment  Accelerates 


BUT     HOW    WELL  IT 


Performs    over  Time. 


TIME  not  TIMING.  That's  how  we  MAKE  our  INVESTMENT  DECISIONS.  While  others 
might  have  an  EYE  for  a  QUICK  RETURN,  55  years  experience  has  taught  us  that  an  invest- 
ment CONSTANTLY  NURTURED,  and  carefully  steered,  should  PAY  OFF  HANDSOMELY 
in  the  LONG  RUN.  Something  our  2.4  million  INDIVIDUAL  INVESTORS  and  over  200  INSTI- 
TUTIONAL CLIENTS  appreciate. 

\      riME-HONORED      r  R  A  D  I  T  I  O  N     IN     MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 


BOSTON-  L  O  N  D  O  N  •  T  O  K  Y  O 


e 


EPRENEURS I 


HOT  RAP  MASTER  NAMED 
-SILVERMAN? 


Tommy  Boy  label  gives  Warner  clout  in  cutting-edge  pop 


LYNCH 

BUSINESSLIKE  MA 


| he  voice  of  Tommy 
Boy  Music  Inc.  is  a 
boom-box  voice.  It's 
i,  angry,  and  violent. 
New  York  record  la- 
i  a  revered  messenger 
ie  streets  of  America's 
X)s.  To  millions  of  poor 
who  yearn  to  hear 
stories  told,  Tommy 
delivers— in  the  gun- 
itaccato  of  rap. 
it  Tommy  Boy  isn't 
,ly  who  you'd  think  he 
eet  Thomas  A.  Silver- 
who  was  an  aspiring 
►gist  before  a  stint  as 
ilege  deejay  led  him 
the  music  business, 
oyal  sidekick  is  Presi- 
Monica  Lynch,  36,  a 
I  from  the  Chicago 
Hbs  who  joined  Silver- 
after  her  career  as  a 
ss  dancer  had,  well,  topped  out. 
duo's  approach  to  marketing  rap 
such  as  Queen  Latifah,  Naughty  by 
re,  and  House  of  Pain  is  decidedly 
lesslike.  "We're  in  the  lifestyle  ac- 
ements  business,"  says  Silverman, 
We  help  kids  differentiate  them- 
s  from  their  parents." 
s  roots.  In  fact,  Tommy  Boy  is 
lg  giant  Time  Warner  Inc.  differen- 
itself  from  its  competitors.  When  it 
to  rap,  Time  Warner  knew  it  need- 
)me  help.  After  watching  Silver- 
5  company  grow  during  the  1980s, 
Warner's  Warner  Music  unit 
tit  it  in  1990  for  a  mere  $1  million. 
'  then,  the  label  has  grown  from 
than  $3  million  to  $40  million  in 
.  More  important,  Silverman  has 
d  Tommy  Boy  into  a  brand  name 
an  ultrahip  image.  What  it  lacks  in 
it  makes  up  for  in  cachet, 
mmy  Boy  gives  Warner  a  window 
e  street.  Rap  is  fueled  by  an  in- 
ity  sensibility  that  has  tended  to 
p  the  major  record  labels.  Silver- 
is  a  master  at  finding  rap  talent 
shaping  it  to  meet  the  demands  of 
lious  Generation-X  music  buyers. 
■ias  also  developed  a  pipeline  of 
-roots  specialty  record  stores,  the 


kind  that  lure  rap 
loyalists.  "Warner 
needs  Tommy 
Boy  because  it 
has  a  youthful 
vibe  from  stay- 
ing close  to  the 
streets,"    says  Danyel 
Smith,  R&B  editor  of  5*7/- 
board  magazine.  "If  you're 
not  in  touch  with  the 
streets,  you're  lost." 

Rap  may  hail  from  the 
streets,  but  it  has  become 
much  more  than  just  a 
fringe  market.  The  music 
is  finding  most  of  its 
sales  these  days  in  the  suburbs. 
Thanks  to  cable  shows  such  as  Yol 
MTV  Raps,  the  music  and  its 
hip-hop  subculture  have  fil- 
tered into  America's  main- 
stream—from ads  for  Pepsi 
and  The  Gap  to  Hollywood 
films  and  network  sitcoms. 
Suburban  males  are  buying 
rap  records  and  dressing  like 
their  inner-city  role  models.  And 
these  "voyeurs,"  as  Lynch  calls  them, 
are  in  large  part  responsible  for  rap's 
growth  since  the  early  1980s  into  a 


TOMMY 
BOY'S 
BEST- 
SELLERS 


highly  fragmented  $700  million  category. 

Problem  is,  rap's  fickle  customers 
make  the  product  uniquely  perishable. 
Few  artists  record  more  than  a  couple  of 
albums,  and  older  disks  rate  modest 
sales.  As  Lynch  puts  it:  "Rap  eats  its 
young.  Where  are  the  Tony  Bennetts  of 
rap?"  Small,  independent  labels  have 
been  the  most  adroit  at  keeping  up, 
which  is  why  Warner  has  let  Silverman 
run  his  own  show.  The  result:  four  plat- 
inum records  since  1990. 
NEW  QUEEN.  If  Silverman 
is  Tommy  Boy's  brains, 
Lynch  is  its  soul.  Years  of 
hanging  out  at  nightclubs 
and  underground  parties 
enable  her  to  tap  a  vast 
network  of  connections 
that  link  her  to  undiscov- 
ered acts.  When  she's  not 
in  her  office  watching  rap 
videos  and  poring  through 
stacks  of  hip-hop  maga- 
zines, she's  judging  rap 
contests  or  visiting  clubs. 
In  the  late  1980s,  one  of 
her  friends,  MTV  deejay 
Fab  5  Freddy,  handed 
Lynch  a  rap  tape  by  a 
young  woman  named  Dana 
Owens.  Lynch  liked  the 
tape,  signed  Owens,  and 
took  her  shopping  for  Afri- 
can-inspired apparel  and 
jewelry.  Today,  Owens  is 
Queen  Latifah,  the  world's  most 
popular  female  rapper. 
Tommy  Boy's  experi- 
ence with  the  queen  of 
rap,  however,  demon- 
strates how  sober  the  la- 
bel can  be.  De- 
spite reams  of 

m  lyyj  Digital 

Underground 

Sex  Packets 


Naughty 
By  Nature 

19  Naughty  III 
1.4  million  copies 


1.4  million 

1993 


Naughty 
By  Nature 

(Debut  album) 


House 
of  Pain 

(Debut  album 

2  million 

1992 


1.6  million 

1991 


media  cover- 
age   and  a 
new  situation 
comedy  on 
Fox  Network, 
neither  of  Lati- 
fah's  two  albums 
has  sold  a  million 
copies.  Silverman  tried 
to  get  her  to  branch 
into  a  softer,  more 
commercial  style,  but 
Latifah     refused  to 
change.  Tommy  Boy  is 
now  negotiating  to  sell  her 
contract  to  Motown  Record  Corp. 
Says  Silverman:  "Her  sales  just 
weren't  commensurate 
with  her  image." 

Silverman  launched 
his  label  in  1981  with 
$10,000  he  borrowed 
from  his  parents.  A 


De  La  Soul 

3  Feet  High  is  Rising 


2  million 

1989 


OCTOBER 
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SEVEN  WAYS  TO  FIGHT  BACK 
AGAINST  HIGHER  TAXES 


When  Federal  taxes 
make  inroads  on  your 
income,  municipal  bonds 
can  be  your  first  line  of  defense. 

Vanguard  Municipal  Bond  Fund 
offers  you  a  choice  of  seven  profes- 
sionally managed  Portfolios  with 
income  100%  free  from  Federal 
income  tax.  Each  has  a  different 
maturity  level  to  match  your  invest- 
ment goals  and  help  you  achieve  the 
balance  between  yield  and  risk. 

Money  Market  Portfolio— average 
weighted  maturity  less  than  90  days. 

Short-Term  Portfolio— average 
weighted  maturity  less  than  2  years. 

Limited-Term  Portfolio— average 
weighted  maturity  2  to  5  years. 

Intermediate -Term  Portfolio— aver- 
age weighted  maturity  7  to  12  years. 

Long-Term  Portfolio— average 
weighted  maturity  15  to  25  years. 

Insured  Long-Term  Portfolio— aver- 
age weighted  maturity  15  to  25  years. 


High-Yield  Portfolio— average 
weighted  maturity  15  to  25  years. 

Vanguard  Municipal  Bond  Fund  is  a 
pure  no  -load  fund.  Minimum  initial 
investment  is  $3,000  per  portfolio. 

Residents  of  C A,  NY,  N|,  PA,  OH,  FL:  please  ask 
about  our  State  Tax-Free  Funds. 

Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject  to 
the  Federal  alternative  minimum  tax. 

Call  1-800-962-5034 

For  A  Tax-Free  Investing  Kit 
Which  Includes  Our  Brochure 
"How  To  Select 
A  Tax-Free  Bond  Fund" 

The  Kit  contains  a  prospectus  with  more 
complete  information  including  advisory 
fees,  distribution  charges  and  other 
expenses.  Please  read  it  carefully  before 
investing. 

Vanguard  Marketing  Corp.,  Distributor 

THLVaivaiardGROUP 
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native  New  Yorker  with  a  passion  P 
pop  music,  he  had  worked  as  a  deep 
while  studying  geology  at  Maine's  C( 
College.  But  after  a  year  in  gradi 
school  at  Western  Michigan  Univen 
he  traded  rocks  for  rock.  He  spent : 
years  publishing  Dance  Music  Rep 
an  industry  newsletter  that  chroni 
the  hottest  trends  in  disco. 

Silverman  used  his  Dance  Music 
port  contacts  to  sign  a  couple  of 
that  were  pioneering  a  genre  know: 
"electro  hip-hop."  As  his  fledgling  con 
ny  began  to  grow  (his  headquarters 
in  his  apartment  on  New  York's  Up 
East  Side),  he  placed  an  ad  in  the 
(age  Voice  for  a  support  staffer.  One 
spondent  was  Monica  Lynch. 

A  music  junkie,  Lynch  had  grown 
in  a  middle-class  Irish  Catholic  far 
in  Oak  Park,  111.  Bright,  rebellious, 
outspoken,  she  graduated  from  her 
girl  private  school  a  year  early 
moved  to  downtown  Chicago.  She  h 
out  in  the  city's  gay  nightclubs,  tri 
fixed  by  the  throbbing  disco  scene, 
fore  long,  she  was  living  in  New  Y< 
working  as  a  topless  dancer  by  day 
partying  at  Studio  54  by  night. 

Through  the  '80s,  Tommy  Boy's  si 
fluctuated,  but  Lynch's  reputation 
finding  original  acts  grew  steadily.  Bi 
was  Silverman  who  determined  wl 
acts  Tommy  Boy  would  back.  Says 
ner  Senior  Vice-President  Ray  Har 
"Our  attraction  to  Tommy  Boy  was 
marily  Tom  Silverman." 
ICED  T.  These  days,  Silverman  is  pus! 
the  company  into  Tommy  Boy  bran 
clothing,  while  searching  for  a  r 
superstar.  The  rap  market,  he  says, 
become  too  saturated:  "I'm  getting  ii 
of  all  the  violence,  not  because  of  the! 
olence  itself,  but  because  the  them* 
getting  old  and  tired."  That's  proba: 
fine  with  Warner.  It  was  only  last  y 
that  the  company  became  embroil© 
controversy  when  Ice  T— an  artist 
one  of  its  other  labels— created  a  nat: 
al  uproar  with  his  violent  tune  Cop  I 
er.  Warner  let  Ice  T's  contract  lapse 

The  next  star  may  have  to  come  ft 
another  universe.  Silverman  and  Ly 
are  now  targeting  "dance  music,"  a  c 
genre  characterized  by  disembodied  a 
puter-generated  sounds.  They've  b 
getting  lots  of  ink  for  a  new  star  nan 
RuPaul,  a  seven-foot  cross-dresser  wh 
album  Supermodel  Of  The  World  is 
on  the  charts.  This  Christmas,  the 
release  RuPaul's  smoky  remake  of 
Little  Drummer  Boy  to  show  off 
singer's  vocal  talents.  "We've  got  to 
people  to  see  RuPaul  as  more  than  j 
a  seven-foot  blond  black  drag  que* 
Silverman  gripes.  Warner  will  gla 
leave  that  to  Tommy  Boy. 

By  Ron  Stodghill  II  in  New  r 


Compare  the 
Performance  of 
more  than . . . 
U00  Equity  and 
1,100  Fixed  Income 
Mutual  Funds! 


FOR  SUBSCRIPTION  INFORMATION 
CALL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 


*  Simple  menu 

• commands 
•Operates  on  IBM 
or  Compatible  PC 
'Updates  monthly 
and  quarterly 
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I 


is  racing  by.  You  pass  it,  or  it  passes  you.  You  enjoy  it, 
consumes  you.  Don't  wait  for  time,  go  after  it.  Seize  the  day, 
loment.  Go  where  you  need  to  go,  fast,  vigorously,  easily, 
wissair.  Convenient  departures,  no-fuss  connections  via  Zurich 
ineva  to  more  than  100  cities  worldwide.  For  reservations, 
our  travel  agent  or  Swissair  at  800-221-4750. 
;air.  Time  is  everything. 


"Passage" 
by  John  Hamel. 
Part  of  Swissair's 
Time  &  Motion 
Series. 

An  exhibit. 


"SOME  BUSINESS 
TRAVELERS 
TAKE  THE  TROUBLE 
TO  CALL  US  IN 
ADVANCE.  THAT'S  I 
WORTH  SOMETHING 
IN  MY  BOOK." 


I 


Save  up  to  30%  off  our  regular  corporate  rate  by  purchasing  your  room 
7,  14  or  21  days  in  advance.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS  •  RESORTS  ■  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU: 


Noll  refundable  credit  rai  d  purchase  for  the  entire  sta)  i-  recpiired.  N.i  changes  or  rancellati  arc  permitted  on  I  I  or  i  I  dav  rales.  I  7  da\  rate  is  M'-i  rel unliable 

il  cancelled. )  Some  Mark  out  dates  ami  im|>ortant  risti  n  timi>  appb  \\.nl.il.l.  in  limited  i|nantities  at  partii  ipatiug  proprrtirs.  Not  available  with  oilier  offers  anil 
disc  Is  or  to  groups  of  1(1  rooms  or  more,  Rates  are  not  available  .it  <  amrtyard  b\  Marriott.  Residence  Inn  h)  Marriott  or  Fairfield  Inn.  '  1993  Marriott  Corp. 


MMUNICATIONSI 


IE  IDEAL  INTERCHANGE 

R  THE  DATA  SUPERHIGHWAY 


le  ATM  switch — but  the  payoff  could  be  years  away 


1989,  Fujitsu  Ltd.  Telecommunica- 
ns  Director  Ryoichi  Sugioka  was 
ing  heart.  The  company  had 
id  billions  of  yen  into  an  exotic 
dng  technology  called  asynchro- 
ransfer  mode,  or  ATM.  The  proto- 
showed  that  you  could  route 
Jiing  from  high-definition  TV  to 
fic  computer  simulations  to  ordi- 
ihone  calls.  But  technical  glitches 
nbered  customers.  "The  picture 
irly  grim,"  Sugioka  recalls, 
r  years  later,  ATM  is  suddenly  the 
center  of  a  lot  of  attention. 

The  techno- 


ADDRESSES 


;rats  who  have 

over   the  White 
are  going  nuts  over 
3s  for  an  information 
dghway.  The  cable  industry 
e  phone  companies  are  both  seiz- 

ATM  as  the  weapon  of  choice  in 
ntensifying  rivalry  for  control  of 
ighway.  And  communications  ex- 
are  concluding  that  ATM  is  the 
lethod  for  sorting  the  billions  of 
digital  images,  sound,  and  text  to 
nped  over  the  optical  fiber  into 
and  living  rooms. 
,he  betting  is  on:  Will  the  lion's 
of  ATM  sales  go  to  Fujitsu  and 
»rp.,  which  jumped  into  the  Amer- 
larket  early?  Or  will  AT&T,  IBM, 
;rn  Telecom  and  others  come  on 
and  dominate  the  market,  as  they 
or  previous  generations  of  voice 
ta  gear? 

demon.  Any  competitor  who 
ATM  means  instant  cash  probably 
to  quit  telecommunications  and 
D  banking.  By  1977,  market  re- 
er  Gartner  Group  Inc.  projects 
vide  sales  of  only  $3.1  billion, 
sales  do  kick  in,  price  competi- 


tion will  be  vicious.  Any  early  profits 
will  likely  come  from  using  ATM  on  a 
smaller  scale,  such  as  hooking  together 
local-area  networks.  In  spite  of  all  that, 
executives  insist  that  the  seeds  they 
plant  today  will  eventually  bear  fruit. 
"The  payoff  may  not  be  until  the  next 
century,"  says  NEC's  chief  manager  in 
systems  engineering,  Kunihiko  Taya. 
"But  we're  certain  it's  going  to  come." 

What  makes  ATM  special  is  its  ability 
to  switch  streams  of  multimedia  traffic 
at  mind-boggling  speeds.  It  divides  voice, 
video,  and  data  signals  into  packets,  or 
cells,  that  can  be  intermingled  and  sped 
along  a  single  line  (illustration).  The 
cells  are  all  the  same  size,  52  bytes,  so 


switches.  In  North  Carolina,  500  Fujitsu 
engineers  are  helping  BellSouth,  GTE, 
and  Carolina  Telephone  build  America's 
most  ambitious  fiber  superhighway. 

Besides  selling  switches,  at  an  esti- 
mated $1  million  to  $3  million  apiece, 
Fujitsu  gains  software  knowhow  in  the 
world's  most  advanced  telecom  market. 
"We  can  take  the  results  of  field  trials 
with  BellSouth  and  apply  them  directly 
to  projects  with  Singapore  Telecom," 
says  Sugioka. 

NEC,  too,  is  learning  from  its  U.  S. 
customers.  Long-distance  carrier  Wil- 
liams Telecommunications  Group  Inc.  in 
Tulsa  bought  eight  NEC  switches.  It  will 
use  them  for  paying  services,  not  just 
trials,  says  G.  A.  Shanholt,  senior  vice- 
president  in  charge  of  NEC  America 
Inc.'s  public  switching  group.  In  con- 
trast to  NEC's  genuine  hardware,  he 
says:  "Some  people  are  selling  vapor- 
ware right  now." 

AT&T'S  ACE.  That's  a  shot  at,  among  oth- 
er companies,  Canada's  Northern  Tele- 
com, which  only  this  year  is  unveiling  its 
ATM  product  lineup.  Counters  Rick  Falet- 
ti,  president  of  Northern  Telecom  Inc.'s 
multimedia  communication  systems  unit 


A  TECHNOLOGY  CUSTOM-MADE  FOR  MULTIMEDIA 

Asynchronous  transfer  mode  (ATM)  switches  can  handle  simultaneous  streams 
of  voice,  video,  and  data  traffic.  Each  format  is  chopped  up  and  placed  into 
small,  evenly  sized  packets  called  "cells"  that  mingle  as  they  traverse  the  net- 
work. The  packets  are  opened  up  when  they  reach  their  destination. 


they  can  be  handled  quickly, 
and  the  technology  allows  many 
cells  to  be  routed  at  once.  One 
new  switch  made  by  American  Tele- 
phone &  Telegraph  Co.  can  transmit  20 
gigabits  of  data— 1,600  copies  of  Moby 
Dick— every  second. 

Fujitsu  and  NEC,  facing  soft  markets 
at  home,  are  determined  to  win  in  the 
U.  S.  They  think  the  transition  from  cir- 
cuit to  ATM  switching  could  be  their 
lucky  break,  much  as  the  transition  from 
analog  to  digital  switching  helped  North- 
ern Telecom  Ltd.  crack  AT&T's  hold  of 
the  U.  S.  switch  market  in  the  1980s. 

Sure  enough,  their  early  entry  has 
given  them  an  edge  in  supplying  the  re- 
gional phone  companies  (table,  page  117). 
Last  January,  Nynex  Corp.  chose  Fujit- 
su switches  for  ATM  field  trials  in  New 
York  and  New  England.  One  goal:  to 
deliver  movies  over  Manhattan  phone 
lines  as  early  as  1994.  In  April,  Bell- 
South Corp.  ordered  eight  Fujitsu 


in  Richard- 
son, Tex.:  "I 
don't  believe  that  the  in- 
itial products  shipped  by  the 
Japanese  into  the  U.  S.  market  are 
going  to  pass  the  test  of  time.  By  the 
time  the  carriers  make  an  infrastruc- 
ture decision,  we're  going  to  be  there." 

"We'll  be  there"  is  a  common  pledge. 
IBM,  for  instance,  is  planning  to  hit  the 
market  in  1994  and  1995.  It  will  start 
with  ATM  chips  and  adapter  cards  for 
personal-computer  networks,  then  move 
up  to  big  switches  for  long-distance  net- 
working. Some  of  those  could  even  be 
sold  to  phone  companies  as  adjuncts  to 
their  networks,  says  James  T.  Boyle,  di- 
rector of  advanced  transport  for  IBM 
Networking  Systems.  If  so,  that  would 
constitute  a  surprise  return  to  telecom 
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The 

Gabelli 
Asset 
Fund 

The  Gabelli  Asset  Fund  is  a  mutual  fund  seeking  long-term  growth  of 
capital.  It  employs  an  asset  value  approach -a  fundamental  investment 
philosophy  -  investing  in  companies  selling  below  their  private  market  value. 

IRAS  Available 

($1,000  Minimum  Initial  Investment 
Ask  about  our  monlhly  automatic  investment  plan  - 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 

(a)  The  average  annual  returns  shown  above  are  historical  and  reflect  changes  in  share  price, 
reinvested  dividends  and  are  net  of  expenses  Investment  results  and  the  principal  value  of  an 
investment  will  vary  The  past  performance  noted  above  does  not  guarantee  future  results 
When  shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  original  cost.  The 
prospectus  contains  more  complete  information,  including  management  and  distribution  fees 
and  expenses  Read  it  carefully  before  you  invest  or  send  money. 


Gabelli  &  Company,  Inc.  The  Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye,  New  York  10580-1435 


Average  Annual  Returns 
Through  6/30/93(a) 

One  Year  +21 .3% 
Five  Year  +13.9% 
Life  of  Fund*  +16.7% 

'From  inception  March  3, 1986 
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^11  shopping 
p's  Signals? 
(gifts  that 
\l  entertain, 

of  public 
including 
Vsterpicce 
pok  for  a 
lothing, 
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□  YES!  Start  my  FREK  one-year  SIGNALS  subscription! 


SIGNALS 

[_      1000  Westgate  Drive,  Dept.  9116,  SI  Paul,  MN  5511-1 


s  that 

Ighten  and  entertain, 
there's  only  one  catalog  to  turn 
to:  Signals. 

You'll  find  the  best  of  public 
television  on  video,  including 
your  favorites  from  Masterpiece 
Theatre  and  Mystery!  Look  for  a 
unique  selection  of  clothing, 
jewelry,  books,  toys,  games  and 
much  more.  It's  truly  an 
intelligent  alternative  in  gift 
catalogs.  □ 
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for  Big  Blue,  which  got  badly  bihe 
in  that  business  in  the  1980s. 

But  if  speed  is  the  measure  ofjju< 
cess,  the  crown  might  go  to  AT&rj  It 
"shared  memory"  switch  pours  diffjen 
streams  of  digital  data  into  a  gianbu 
fer,  from  which  they're  shuttled  doin 
specific  subscriber's  line.  AT&T  sayra 
design's  speed  limit  is  a  startling; 
gigabits  per  second.  When  it  conwt 
performance,  says  Francis  X.  Dzu'p 
president  of  Washington-based  cojsu 
tant  Communications  Network  All 
tects  Inc.,  "at&t  is  very  well  respetgd 
SKINNY  WIRE.  AT&T  is  particularly  rjja 
of  one  order:  Last  May,  Time  W^h 
Inc.  and  U  S  West  Inc.  picked  it  tote 
ply  an  ATM  switch  for  a  network  iiO: 
lando  that  will  supply  video  on  dem 
and  eventually  phone  service.  ThatV; 
important  because  other  cable  opera 
may  follow  suit.  Cable  companies  '« 
big  coaxial-cable  pipelines  to  the  at 
that  are  well-suited  for  the  huge  a* 
ity  of  ATM.  Phone  companies,  with  I 
skinny  copper  wires  going  to  horn 
will  restrict  ATM  initially  to  the  hij  e 
capacity  backbones  of  their  networs. 

Phone  companies  do  have  one! 
edge  over  cable  companies  in  ATM:  tp 
rience  in  running  switched  netwdfc 
Notes  Robert  M.  Fredericks,  execil 
director  for  video  and  data  service! 
Bellcore,  the  Bells'  research  arm:  ft 
most  complicated  machine  that  has  p 
been  built  in  the  history  of  the  wori 
the  interconnected,  worldwide  teleplB 
network."  ATM,  with  its  as-yet-inl 
plete  software  for  setting  up  call  p| 
and  avoiding  congestion,  will  a<$j 
whole  new  dimension  of  complexity 

Supplying  that  sophisticated  softta 
will  be  the  biggest  challenge  for  Fua 
and  NEC,  which  came  up  short  inl 
circuit-switch  market  in  the  U.  S.  I 
thus  can't  match  the  software  exi» 
ence  of  AT&T  and  Northern  Telel 
This  time,  the  American  market  is  ttn 
to  them.  At  home  in  Japan,  heavy  rl 
lation  and  a  cautious  central  governii 
have  hobbled  technology  infrastructlfc 
Even  flag-carrying  Nippon  Telegrarj* 
Telephone  Corp.  has  lost  its  resolvel 
recently  as  last  April,  NTT  was  tall 
about  a  $430  billion  plan  to  wire  a 
Japan's  homes  with  optic  fiber  byl 
year  2015.  But  it  abruptly  postpone™ 
itial  outlays  until  1998,  citing  a  lac|i 
attractive  services. 

Fujitsu,  and  NEC  hope  that  saleil 
ATM  will  give  them  an  entree  top 
other  components  for  the  informao 
highway,  including  optical  fiber,  h[l 
speed  transmission  gear,  and  high-re:jh 
tion  display  screens.  They  and  HiUl 
Ltd.  are  vying  to  supply  the  huge  ci 
storage  systems  that  will  be  needed 
store  movies  for  on-demand  viewjj 


SCIENCE  &  TECHN  < 


ose  plans  have  stirred  some  threats 
apitol  Hill  to  restrict  Japan's  in- 
ment  in  the  American  information 
vay.  In  part  to  stave  those  off,  NEC 
OTjftsu  have  built  strong  design  and 
ifacturing  facilities  in  North  Amer- 
We  intend  to  manufacture  nearly 
filing  locally,  and  even  to  export 
the  U.  S.,"  says  Fujitsu's  Sugioka. 
rhaps  a  bigger  fear,  for  the  Ameri- 
as  well  as  the  Japanese,  is  that  ATM 
jad  of  its  time.  The  infrastructure  is 
;et  in  place  to  take  advantage  of 
i  blinding  switching  speeds.  Even  if  a 
3r  can  send  streams  of  video  or  data 
een  its  switches  at  superhighway 
is  of  gigabits  per  second,  the  off 
►  to.  the  home  or  office  is  far  slower, 
i  a  45-megabit-per  second  connection 


fHERE  THE  PLAYERS  STAND 

ire's  what  some  big  manufacturers 
2  doing  in  asynchronous  transfer 
jc/e  (ATM)  switches. 

&T  Strong  techno'ogy,  especially  in 
;  biggest  switches.  Time  Warner 
II  use  one  for  phone-and-video  net- 
>rk  in  Orlando. 

M  Starting  next  year,  will  roll  out 
M  gear  for  office  computing  and 
ivate  networks.  Hoping  to  edge  into 
blic-switch  market  as  well. 

UITSU  Praised  for  expandability  of 
switches.  Recently  won  orders  from 
'ee  phone  companies  for  network  in 
Drth  Carolina. 

iC  Through  sales  to  long-distance 
rrier  Williams  Telecommunications, 
3y  be  first  with  ATM  switch  in  ser- 
:e  on  public  network. 

5RTHERN  TELECOM  After  a  slow 
irt,  introduced  two  switches  this 
ar,  including  one  developed  with 
1"E.  A  third  is  due  in  November. 


the  network— pokey  by  ATM  stan- 
s— costs  about  $8,000  a  month.  And 
and  for  ultrahigh-capacity  networks 
1  be  further  delayed  by  new  technol- 
3  that  compress  rivers  of  data  onto 
;ing  phone  lines. 

hat  would  leave  ATM  in  the  same 
licament  as  an  earlier  digital-com- 
ications  standard,  called  ISDN.  The 
isy  moniker  stands  for  integrated 
ices  digital  network.  But  to  many 
tical  engineers,  the  letters  now  sum- 
a  sardonic  "I  still  don't  need  it." 
|  as  they  gird  for  battle  over  the  in- 
lation  superhighway,  rivals  hope  ATM 
nology  will  avoid  that  fate  and  earn 
turn  on  the  billions  they've  sunk 
it. 

y  Neil  Gross  in  Tokyo  and  Peter  Coy 
rew  York 


SHARE  IN  AS  

DYNAMIC  GROWTH 


T.  Rowe  Price  New  Asia  Fund.  Some  of  the  world's  fastest-growing 
economies  are  found  in  Asia  and  the  Pacific  Basin,  in  newly  industrial- 
ized countries  outside  Japan.  Fueled  by  low-cost  labor  and  increasing 
trade,  these  economies  are  growing  faster  than  those  of  the  U.S.  and 
Japan.  By  investing  in  a  diverse  mix  of  companies  located  in  this 
dynamic  region,  this  Fund  has  achieved  an  average  annual  total  return 
of  17.6%  since  its  1990  inception.*  International  investing  has  special 
risks,  including  currency  fluctuations.  $2,500  minimum  ($1,000  for 
IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-6591 


Invest  With  Confiden 

T.RoweRice 


m 

tit 


NAS019554 


*  17.6%  and  12.2%  are  the  respective  since  inception  (9/28/90)  and  1-year  average  annual 
returns  for  the  periods  ended  6/30/93.  Figures  include  changes  in  principal  value,  reinvested 
dividends,  and  capital  gain  distributions.  Total  return  represents  past  performance.  Investment 
return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
original  purchase.  Request  a  prospectus  with  more  complete  information,  including  management 
fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


"I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.   How'ti  you  become  a  v. p.?' 


"/  made  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  year. " 


Excess  inventory  today... student  opportunity  tomorrow 
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A  PACKAGE 
ABROAD 
WITHOUT 


A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service™  from  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
important  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


siderably less,  often  under  half  what 
our  competitors  charge* 

For  your  free  EMS  starter  kit  cail 
1  800  456-3600,  Ext.  524. 

If  you're 
tired  of  paying 
a  bundle  for  all 
your  overseas 
packages,  we 
deliver  for  you. 


"based  on  published  r 
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evelopments  to  Watc 


S  BY  RUTH  COXETER 


KING  SOME  OF  THE  GUESSWORK 
f  OF  CHILDBIRTH 


Scientists  in  Germany 
were  struck  by  the 
resemblance  between 
forces  acting  on  passen- 
gers and  vehicles  in  a 
car  crash  and  the  pres- 
sures on  mother  and 
child  during  delivery. 
The  similarities  inspired 
a  team  of  researchers  at 
Electronic  Data  Systems 
Deutschland  to  modify 
software  that  models  the 
forces  in  a  car  crash  so 
that  it  can  help  obstetri- 
!  predict  which  women  will  need  cesarean  sections. 
Itrasound  or  other  imaging  readings,  along  with  pelvic 
surements,  are  plugged  into  software  that  then  calcu- 
i  the  stress  on  both  the  mother  and  child.  The  program 
runs  on  a  Cray  supercomputer.  EDS  plans  to  adapt  it  to 
on  a  workstation  or  personal  computer  by  the  end  of 
.  Currently,  it's  being  tested  at  University  Women's  Clin- 
Mannheim. 


t  WEIGHT-CONSCIOUS  CARMAKERS: 
E  STEEL  DIET 


irmakers  trying  to  cut  weight  and  boost  fuel  efficiency 
lave  increasingly  turned  to  aluminum  and  plastics.  Now, 
steel  industry  is  fighting  back.  A  study  co-sponsored  by 
American  Iron  &  Steel  Institute  (AISl)  and  Ford  Motor  Co. 
found  a  way,  using  steel,  to  shave  at  least  140  pounds 
.  a  Ford  Taurus  without  any  loss  of  structural  rigidity— the 
ng  of  stiffness  and  stability  in  a  car— or  crashworthiness. 
)  makers  are  accustomed  to  paying  at  least  $1  per  pound 
eight  saved,  because  lighter  materials  tend  to  be  more  ex- 
;ive.  But  the  new  method  actually  saves  $40,  in  part  be- 
e  it  eliminates  as  many  as  50  parts  from  a  car  body, 
he  trick  is  holistic  design  and  engineering.  Typically,  car 
neers  try  to  save  a  pound  here  and  there  from  individual 
s,  then  put  the  weight  back  if  rigidity  surfers.  The  study, 
iucted  by  Porsche  Engineering  Services  Inc.  in  Troy, 
i.,  a  unit  of  Germany's  Porsche,  showed  that  using  ad- 
:ed  computer  techniques  to  find  potential  weight  savings 
ughout  the  body  worked  better  than  trial  and  error.  The 
plans  to  work  with  Porsche  to  spread  these  methods  to 
?rican  auto  makers. 


fALVE'S  LIFE 

ABOUT  TO  GET  A  LOT  EASIER 


'alves  open.  Valves  close.  Nothing  too  complex  about  that. 
But  a  Florida  inventor,  Robert  A.  Jaeger,  is  showing 
even  the  lowly  valve  can  be  improved.  Opening  one  to  let 
i  flow  requires  a  strong  force,  because  the  plug  has  to  be 
led  upstream  into  the  fluid  it's  holding  back.  Jaeger  has 
iloped  a  valve  that  opens  and  closes  easily,  even  under  in- 
e  pressures  such  as  in  hydraulic  tools, 
l  Jaeger's  valve,  the  circular  plug  fits  snugly  into  a  dough- 
inside  the  pipe.  As  the  plug  pushes  upstream,  the  dough- 


nut around  it  slides  downstream,  creating  a  gap  that  the  flu- 
id flows  through.  To  close  the  valve,  the  action  reverses.  The 
two  always  move  in  opposite  directions,  because  they  are  on 
the  opposite  sides  of  a  rotating,  toothed  gear.  Turning  the  gear 
opens  or  closes  the  valve. 

It  takes  little  force  to  turn  the  gear,  says  Jaeger,  because 
the  forces  on  it  are  already  in  balance.  The  valve  got  favorable 
notice  recently  in  three  industry  publications— Designfax,  Hy- 
draulics &  Pneumatics,  and  Design  News.  Jaeger,  who  lives  in 
Brandon,  Fla.,  has  applied  for  a  patent.  "It's  mind-boggling  that 
this  wasn't  invented  100  years  ago,"  he  says. 


A  LASER'S  TOUCH  MAY  HELP 
GRAFT  NEW  SKIN  ON  BURN  VICTIMS 


Surgeons  traditionally  rely  on  eyesight  and  a  scalpel  to 
treat  burn  patients.  But  the  human  eye  has  a  tough  time 
telling  how  deep  and  serious  burns  are,  because  visible  light 
can't  penetrate  the  skin.  Sandia  National  Laboratories  and 
Wellman  Laboratories  of  Photomedicine  at  Massachusetts 
General  Hospital  in  Boston  are  working  on  a  solution:  a  high- 
power  laser  guided  by  sensors. 

The  system  will  use  invisible  light  to  sense  when  the  laser 
has  removed  enough  tissue  for  a  skin  graft  to  take  hold. 
Wellman  has  devised  a  sensor  that  is  being  tested  for  evaluat- 
ing burn  patients.  Sandia's  task  is  to  make  the  sensor  easy  to 
use  and  make,  and  then  hook  it  up  to  guide  the  laser.  Doctors 
will  inject  burned  tissue  with  fluorescent  dye.  Since  the  blood 
vessels  are  destroyed  in  dead  tissues,  the  dye  will  be  carried 
only  into  sections  that  remain  healthy.  Sandia  will  use  comput- 
er models  to  determine  the  ideal  power  and  spot  size  of  the  la- 
ser. Sandia's  project  leader,  Ned  Godshall,  estimates  that  an- 
imal tests  using  the  integrated  system  will  be  under  way  in 
two  years. 


A  DOSE  OF  ANIONS  A  DAY 
KEEPS  THE  FUNGI  AWAY 


Are  bacteria  and  fun- 
gi in  the  habit  of 
setting  up  shop  on  pro- 
duce and  leftovers  in 
your  fridge?  Mitsubishi 
Electric  Corp.  intends  to 
guard  food  with  low  con- 
centrations of  oxygen  an- 
ions (negatively  charged 
atoms).  Unlike  ozone, 
which  is  sometimes  used 
in  large  refrigerators, 
these  anions  will  prevent 
microorganisms  from  re- 
producing, but  without 
discoloring  food  or  corroding  metal  refrigerator  parts.  So  far, 
Mitsubishi  has  tested  strawberries  at  45F  and  90%  humidity 
and  found  that  they  remain  mold-free  if  anions  are  used  at 
one-billionth  of  a  part  per  million.  Even  at  a  100  million  times 
higher  concentration,  ozone  achieves  the  same  effect  for  only 
seven  days. 

Inside  a  sealed  tube,  an  electric  charge  ionizes  the  air. 
Then,  a  catalyst  inside  the  tube  separates  the  resulting  ozone, 
thereby  leaving  the  anions  behind.  The  company  says  that  an 
anion  generator  smaller  than  a  lemon  will  protect  a  typical 
household  refrigerator.  Mitsubishi  is  also  looking  into  using  an- 
ions in  air-conditioning  systems  to  prevent  the  growth  of  dis- 
ease-causing bacteria. 
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THE  GLOBAL 
INVESTOR 

WORLD  MARKETS  ARE  WHERE  THE  ACTIOH  IS — AHD  HOW  IT'S  EASY  TO  PLAY 


E 


ver  since  President  Boris  Yeltsin 
dissolved  the  Russian  Parliament 
in  late  September  and  set  the 
world  on  edge,  Helen  F.  Hayes,  portfolio 
manager  for  Janus  Worldwide  Fund, 
hasn't  been  getting  much  rest.  Already 
weary  from  balancing  the  demands  of 
her  fund's  $600  million  global  equity 
portfolio  against  those  of  her  10-week-old 
daughter,  Rachel,  Hayes,  31,  has  been 
staying  up  night  after  night  in  the  base- 
ment office  of  her  Denver  home, 
phoning  brokers  in  Asia  and 
Europe  while  keeping  "one 
eye  glued  to  CNN  and  the 
other  on  stock  prices" 
flashing  across  a  desktop 
monitor. 

Hayes's  nighttime  vigils 
are  hardly  surprising.  Her 
fund  has  big  stakes  in  Ger- 
man and  Austrian  banks  and 
manufacturers  that  are  espe- 
cially vulnerable  to  political 
tensions  only  a  few  hundred 
miles  to  the  east.  But  despite 
Yeltsin's  woes,  Hayes  is  contin- 
uing to  build  her  overseas  hold- 
ings as  rapidly  as  she  can.  "I 
felt  much  more  sanguine  when 
the  armed  forces  threw  their 
support  behind  him,"  she  says. 
"Most  of  the  world   is  in  a 
declining  interest-rate  environ- 
ment, and  that's  positive  for 
stocks." 

DOUBLE  YOUR  PLEASURE.  For  in- 
vestors, the  combination  of  lower 
interest  rates  and  emerging  new 
markets  has   been   more  than 
enough  to  overcome  the  political 
angst  and  civil  wars  bedeviling  hot 
spots  around  the  world.  So  far  this 
year,  Janus  Worldwide's  14-member 
crew  of  international  stock-pickers 
has  served  up  a  healthy  13.5%  gain- 
better  than  twice  the  performance  of 


the  Standard  &  Poor's  500-stock  index  of 
industrials. 

Moreover,  the  easy  pickings  on  Wall 
Street  may  be  coming  to  an  end.  At  a 
time  when  many  market  mavens  are 
wondering  whether  U.  S.  equities  can 
continue  their  record-breaking  pace  for 
much  longer,  many  international  mar- 
kets are  taking  off.  And  that's  forcing 
many  investors  to  consider  a  major 
strategy  shift. 

Like  the  thousands  of  big  and 
small  U.  S.  companies  that  have 
expanded  to  Europe,  Asia,  and 
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Latin  America  to  generate  growth,  TJ 
investors  are  now  facing  the  fact  tt. 
they,  too,  will  have  to  start  invesfl 
overseas  if  they  want  their  portfcl 
to  continue  to  build  wealth.  This  intes 
tional  shift  will  force  investors  to  reel 
with  risks  that  few  have  ever  had 
confront  before,  from  the  wide  pi 
swings  on  many  bourses  to  the  chag 
that  sudden  changes  in  the  dollar's  v«j 
may  wipe  out  a  year's  worth  of  stqj 
market  gains. 


Despite  jitters  over  national  elections,  a 
weak  currency  is  giving  Canadian  stocks 
a  big  lift.  Low  interest  rates  in  the  U.S.  are 
making  equities  the  only  game  in  town. 
And  with  its  average  price-earnings  ratio 
a  modest  12,  Mexico  may  be  a  good  bet 
even  though  Congress  could  defeat  the 
North  American  Free  Trade  Agreement. 
High  inflation  weighs  on  Brazil.  But 
Argentina  is  benefiting  from  5%  GDP 
growth  and  a  privatized  oil  industry. 


history  is  a  guide,  the  extra  trouble 
bring  superior  returns.  Indeed,  with 
U.S.  now  accounting  for  less  than 

of  the  world  equity  market,  inves- 

risk  cutting  themselves  off  from 
e  of  the  hottest  prospects  if  they 
t  think  and  act  globally.  As  Nicholas 
X,  president  of  the  Scudder  Interna- 
al  Fund,  puts  it:  "Why  not  buy  the 
,  companies  in  the  world?" 
he  global  investor  is  raking  it  in  this 
■.  Emerging  markets  are  delivering 
Die-  and  even  triple-digit  gains,  re- 
,ing  the  prospects  for  dramatic  in- 
ses  in  corporate  profits  as  economic 
rms  sweep  the  developing  world. 

across  industrial  economies,  hopes 
an  end  to  the  world  recession  are 
ng  bourses  from  Hong  Kong  to 
lkfurt  one  of  their  best  years  ever. 
in  watch.  Next  year  looks  pretty 
too.  Michael  Hughes,  chief  strategist 
London's  Barclays  de  Zoete  Wedd 
,  thinks  European  stock  markets 
show  a  16%  return  over  the  coming 
nonths,  vs.  only  7%  for  the  U.  S. 


EUROPE 


es  for  lower  interest  rates  and 
nd  to  recession  are  lifting 
rses  from  Britain  to  Berlin  even 
igh  corporate  earnings  may 
ain  sluggish  for  a  while.  Best 
include  France,  Spain,  and 
den.  But  Germany  and  Austria 
d  face  rough  moments  if 
ian  political  tensions  spread. 


Even  recession-bound  Japan  may  offer 
potential  for  superior  growth.  While  the 
Nikkei  stock  average  has  been  stuck 
around  20,000  for  months,  and  "bearish- 
ness  on  the  economy  is  growing  day 
by  day,"  Merrill  Lynch  & 
strategist  Jeff  Bahrenburg 
thinks  that  Japanese  manu- 
facturers' profits  will  surge 
by  50%  next  year  as  tough 
corporate  restructuring  and 
record-low  1.75%  interest 
rates  ignite  a  recovery. 

Amid  such  forecasts,  U.  S. 
pension-fund  managers 
poured  $18  billion  into  over- 
seas markets  in  the  first 
half  of  1993  alone,  according 
to  InterSec  Research  Corp. 
in  Stamford,  Conn.  That's 
nearly  as  much  as  they  in- 
vested abroad  in  all  of  1992. 

Individual  investors  are 
taking  similar  steps.  Only  a 
few  years  ago,  going  global  might  have 
required  immense  amounts  of  legwork. 
But  a  swift  outpouring  of  mutual  funds 
investing  in  single  countries,  large  re- 
gions, and  multinational  industries— an 
increasing  number  of  them  in  the  de- 
veloping world— is  making  the  global  in- 
vestor's life  easier.  Consumers  have  been 
moving  more  than 


GLOBAL 
U.S.  MUTUAL 
FUNDS  TAKE 
IN  $1  BILLION 
A  WEEK 


alone.  They  now  have  $100  billion  in 
funds  that  invest  outside  the  U.  S.,  up 
from  $61  billion  a  year  ago. 

So  intense  is  interest  in  international 
equities  that  even  mutual  funds  that  ap- 
pear to  be  all-American  are  gaining  a 
worldwide  flavor.  Fidelity 
Investments  Executive 
Vice-President  Neal  Litvack 
notes  that  the  group's  Ma- 
gellan Fund,  Puritan  Fund, 
and  Contrafund,  which  are 
largely  domestically  orient- 
ed "have  all  started  buying 
international  securities  ag- 
gressively" as  a  hedge 
against  a  U.  S.  market  de- 
cline. Today,  8%  of  Fideli- 
ty's $200  billion  in  mutual- 
fund  assets  is  invested 
abroad,  against  less  than 
5%  only  a  year  ago. 

Still,  U.  S.  investors  have 
a  long  way  to  go  before 
they  can  proclaim  themselves  global 
players.  Of  the  roughly  $500  billion  in 
customers'  accounts  at  Merrill  Lynch, 
for  example,  only  5%,  or  $25  billion,  is 
now  invested  abroad.  And  that's  prob- 
ably costing  Merrill's  customers  big 
bucks.  According  to  a  new 
study  by  economists 


more 
$1  billion  a  week 
into  such  funds 
since  midsummer 


j:]rii 


Economic  and  political  shakeout 
in  the  former  Soviet  bloc  compli- 
cates investing  in  local  bourses. 
So  pros  advise  sticking  to  German 
and  Austrian  construction  and 
building-supply  companies  making 
a  bundle  helping  the  East  rebuild. 


ing  Mideast  peace  prospects 
ending  Israel's  two-year  bull 
and  bringing  Turkey's  hot  stock 
to  a  boil.  The  fall  of  economic 
ns  on  South  Africa  could  also 
3  Johannesburg  after  a  1 2%  fall 
:  prices  since  July. 


Japan's  recession  is  scaring  off  investors,  but 
some  see  profits  and  stocks  rebounding  sharply 
in  the  coming  year.  Meanwhile,  cash-rich  Hong 
Kong  is  shrugging  off  Beijing's  efforts  to  cool 
China's  growth.  A  big  phone-company  priva- 
tization is  renewing  interest  in  Singapore,  and 
the  bull  market  in  fast-growing  Indonesia  shows 
little  sign  of  cooling  down. 
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Linda  L.  Tesar  and  Ingrid  M.  Werner  of 
the  University  of  California  at  Santa 
Barbara,  a  global  portfolio  of  stocks 
would  have  outperformed  a  strictly 
American  one  between  1970  and  1991 
by  three-quarters  of  a  percentage  point 
a  year.  That  may  not  sound  like  much, 
but  they  note  that  $1,000  invested  in 
the  global  portfolio  in  1971  would  have 
grown  to  $11,970  after  two  decades.  A 
thousand  dollars  in  the  domestic  portfo- 
lio would  have  been  worth  only  $9,810. 


i 
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DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


Promoting  such  potential  gains,  Mer- 
rill is  now  attempting  to  persuade  cus- 
tomers to  boost  their  overseas  assets 
to  7.5%  of  their  portfolios  by  yearend— 
and  to  20%  by  the  end  of  the  decade. 
"Look  at  the  world,"  says  Merrill  Lynch 
Asset  Management  President  Arthur 
Zeikel.  "It's  a  growth  business."  In  fact, 
money  mavens  such  as  Ronald  W.  Roge, 
a  financial  planner  based  in  Centereach, 
N.Y.,  now  regularly  counsel  clients  to 
put  even  more  overseas— as  much  as 
30%,  generally  through  mutual  funds 
that  invest  abroad. 

TIME-SAVER.  Global  stock-picking  is  also 
on  the  rise  among  individuals.  Many  big 
U.  S.  brokers  will  now  handle  individuals' 
orders  for  shares  on  bourses  overseas, 
usually  in  lots  of  $25,000  and  up.  But  in- 
vestors can  also  go  global  on  U.  S.  ex- 
changes, too.  More  than  1,000  compa- 
nies—from massive  British  Petroleum 
Co.  to  tiny  Belize  Holdings  Inc.,  the 
dominant  banking  group  in  that  Central 
American  nation— now  list  shares  and 
American  depositary  receipts  (ADRs). 
Unlike  issues  traded  abroad,  these  U.  S.- 
listed  shares  and  ADRs,  which  are  certif- 
icates that  show  ownership  of  equities  is- 
sued overseas,  pay  dividends  in  dollars, 
saving  investors  the  trouble  of  convert- 
ing foreign  currencies  into  dollars  every 
quarter.  Dividends  on  ADRs  and  global 


mutual  funds  may  be  reduced  by  for- 
eign withholding  taxes.  But  U.  S.  inves- 
tors receive  a  full  credit  for  these  for- 
eign levies  when  they  file  their  annual 
income-tax  returns. 

Enthusiasm  for  emerging-market  ADRs 
has  been  sizzling,  with  billions  in  issues 
from  Latin  America  and  China  flooding 
the  New  York  Stock  Exchange  alone  in 
recent  months.  But  companies  in  the  in- 
dustrial world  are  also  rushing  to  take 
advantage  of  American  investors'  glo- 
bal appetite.  Since  listing  its  ADRs 
on  the  NYSE  in  June,  Espirito  San- 
to Financial  Holding,  the  Luxem- 
bourg-based owner  of  Portugal's 
newly  privatized  Banco  Espirito 
Santo,  has  seen  U.  S.  investors- 
most  of  them  individuals— gobble 
up  30%  of  its  stock.  In  fact,  ADRs 
for  British  pharmaceutical  maker 
Glaxo  Holdings  PLC  became  the 
New  York  Stock  Exchange's  most 
active  issue  in  1992,  the  first  over- 
seas listing  to  win  such  status. 
NEW  YORK,  NEW  YORK.  But  now. 
Glaxo  is  getting  hefty  competition. 
Trading  in  Telefonos  de  Mexico 
has  soared  since  the  state  phone 
monopoly  was  listed  on  the  NYSE 
in  1991.  Over  the  past  summer. 
Argentina's  newly  privatized  oil 
company,  YPF,  joined  Telmex  by 
selling  $2  billion  worth  of  ADRs. 
A  host  of  other  European  and 
Asian  giants  are  getting  ready  to  list 
ADRs,  too.  On  Oct.  5,  auto  and  aero- 
space group  Daimler  Benz  will  list  ADRs 
on  the  NYSE,  the  first  German  corpora- 
tion ever  to  do  so.  And  with  Germany. 
France,  Singapore,  and  other  countries 
planning  multibillion-dollar  privatizations 
of  everything  from  banks  to  phone 
groups,  even  more  big  regional  names 
are  sure  to  seek  U.  S.  investors'  cash. 

There's  no  shortage  of  major  investors 
willing  to  take  them  up  on  their  offers. 
In  recent  weeks,  for  example,  Bruce  B. 
Bee,  a  Denver-based  small-company  spe- 
cialist who  manages  money  for  pension 
funds  and  wealthy  individuals,  has  been 
snapping  up  shares  of  Adelsten,  a  Nor- 
wegian clothing  chain.  Boasting  a  5% 
yield,  a  25%  return  on  equity,  and  a 
400%  jump  in  profits  over  the  past  five 
years,  Adelsten  still  trades  at  a  price- 
earnings  ratio  of  only  9.5.  By  contrast, 
Bee  notes,  trendy  U.  S.  apparel  retailer 
The  Gap  Inc.  fetches  a  lofty  22  p-e  and 
has  a  yield  of  only  1.3%.  Jean-Marie 
Eveillard,  manager  of  the  $1  billion  So- 
Gen  International  Fund,  has  been  buying 
Randstad  Holding,  a  temporary-employ- 
ment agency  he  calls  "the  Manpower  of 
the  Netherlands."  Despite  Europe's  re- 
cession, Randstad  has  managed  to  earn 
hefty  profits  and  a  30%  return  on  equity. 
Yet  it  trades  at  a  modest  p-e  of  12— half 


WHERE  THE  GUI 
ARE  GOING  | 

Not  too  long  ago,  you  hp 
be  a  frenzied  globetrotter^ 
find  the  world's  best  stocl 
and  bonds.  Today,  armiei 
experts  are  happy  to  do" 
for  you.  Here  are  some  c 
the  pros'  top  picks: 


EMILI0  BASSINI 


BEA  ASSOCIATES 

Mexican  born, 
runs  closed-end 
country  funds 
from  Israel  to 
South  America. 
Likes  utilities 
and  consumer 
stocks.  "In  the 
next  five  years,  we're  going  to  I 
have  more  money  in  Brazil  tha 
anyplace." 


JOHN  HICKLING 


FIDELITY 
OVERSEAS  f| 

Made  big  \m 
on  yen  borisi 
over  the  su^ 
mer  and  n(|it 
thinks  Tokyd 
stocks  are  ij§ 
"a  very  golf 
fourth  quarter."  But  high  interes1 
rates  may  produce  European  em 
ings  disappointments. 


MICHAEL  HOWELL 


BARING 
SECURITIES 

Watches  global 
cash  flows  for 
investing  clues. 
With  "European 
monetary  policy 
easing  signifi- 
cantly," likes 

Germany,  Austria,  and  Spain. 
Also  high  on  Argentina.  Persor 
favorite:  Turkey  Fund 
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HELEN  HAYES 


DWIDE 

:lectic 
list,  likes 
an  Coke 


nerican 
ages  for 
/  price-earnings  ratio  and 
an/s  Daimler  Benz  for  its 
essive  cost  cuts." 


MARK  TURNER 


PUTNAM  GLOBAL 
GOVERNMENTAL 
INCOME  TRUST 

International 
bond  whiz. 
"Deflationary 
forces  are  pretty 
strong"  world- 
wide. Biggest 
gs  in  Japan,  where  innation- 
ed  yields  exceed  5%.  Also 
ligh  on  Scandinavia. 


PETER  S00 


CK  ASIA 
TY  FUND 

na  bull 
nvests 
|h  Hong 

Despite 
j's  eco- 

clamp- 

"China 
ns  the  center  of  it  all." 
ing  wary  of  investments  in  In- 
ia  and  Malaysia. 


JEAN-MARIE  EVEILLARD 


SOGEN 

INTERNATIONAL 
FUND 

Long-term  stock- 
holder, abhors 
"flavor  of  the 
month"  buying. 
Shunning  U.S., 
Japan,  Hong 
in  favor  of  "big  and  de- 
d"  European  cyclicals.  Thinks 
may  be  an  emerging  market. 


of  Manpower  Inc.'s.  Global  investing  can 
also  pay  off  handsomely  because  it  offers 
a  chance  to  diversify  a  portfolio  among 
numerous  markets.  That  decreases  the 
chance  that  your  holdings  will  be  devas- 
tated if  one  or  two  bourses  take  a 
plunge. 

The  Japanese  stock  market's  three- 
year-long  collapse  is  perhaps  the  best 
example  of  the  way  international  bours- 
es frequently  follow  their  own  destiny. 
Although  Tokyo  once  ranked  as  the 
world's  largest  stock  market,  worth  $4.3 
trillion,  the  bursting  of  Japan's  specula- 
tive bubble  failed  to  sandbag  other 
Asian  bourses  or  deter  Wall  Street  from 
racing  to  record  highs.  Then  again,  that 
should  hardly  come  as  a  surprise.  Ac- 
cording to  International  Monetary  Fund 
economists  Moms  Goldstein  and  Michael 
Mussa,  global  equity  markets  have 
shown  "no  significant  increase"  in  corre- 
lation over  the  past  20  years.  In  other 
words,  despite  a  tremendous  increase 
in  global  financial  integration,  what  hap- 
pens on  one  stock  market  still  doesn't 
have  a  major  impact  on  another. 

That  lack  of  correlation  is  even  more 
apparent  in  developing  economies.  Bar- 
ing Securities  Ltd.  Vice-President  Ste- 
phen J.  Batzell  notes  that  some  emerg- 
ing markets  actually  tend  to  move  in 
opposite  directions  from  each  other. 
Spreading  your  portfolio  among  several 
markets,  some  of  which  may  be  mov- 
ing up  while  others  are  falling,  thus  acts 
as  "a  shock  absorber,"  says  Scudder's 
Bratt.  "I  don't  care  how  global  a  U.  S. 
company  is,"  he  adds.  "If  the  market 
goes  down  the  tubes,  the  good  will  get 
flushed  away  with  the  bad." 

LOST  IN  TRANSLATION.  To 

be  sure,  while  global  di- 
versification can  help  in- 
sulate one's  portfolio  from 
risk,  investing  abroad  can 
produce  its  share  of  sur- 
prises. Accounting  meth- 
ods, for  example,  can  dif- 
fer sharply  from  country 
to  country,  making  com- 
parisons of  p-e's  and  book 
values  an  exercise  in 
frustration. 

Take  Daimler  Benz. 
Using  German  standards, 
it  recently  reported  a  first-half  profit  of 
$105  million.  But  that  profit  turned  into 
a  $593  million  loss  when  the  figures 
were  restated  along  U.  S.  lines.  Why 
the  difference?  Daimler  agreed  not  to 
use  "hidden  reserves"— undisclosed  ac- 
counts that  German  companies  can  draw 
on  to  bolster  earnings— as  the  price  of 
listing  its  ADRs  in  the  U.  S. 

Even  more  important  are  fluctuations 
in  the  value  of  the  dollar.  The  currency's 
sharp  fall  against  the  yen  this  year  has 


BOOM  TIME  FOR 


DATA  BARING  SECURITIES  LTD 


created  a  windfall  for  some  U.  S.  inves- 
tors, turning  a  24%  gain  in  Japanese 
stocks  into  a  46%  increase  when  the 
gains  are  figured  in  greenbacks.  But  the 
British  pound's  1992  devaluation  turned 
a  25%  gain  for  the  London  Stock  Ex- 
change—in sterling— into  a  modest  de- 
cline when  translated  into  dollars. 

Many  currency  experts  believe  that 
the  dollar  will  strengthen  against  Eu- 
ropean currencies  as  the  U.  S.  economy 
gains  momentum.  So  quite  a  few  mu- 
tual-fund managers  are  seeking  pro- 
tection against  losses  on  their  holdings 
in  Europe  by  selling  the  German  mark 
and  French  franc.  But  some  money  man- 
agers—especially those  who  hold  stocks 
for  three  years  or  more— prefer  not  to 
hedge  at  all. 

They  argue  that  currency  swings 
eventually  cancel  themselves  out.  What's 
more,  they  insist,  hedging  can  be  costly 
and,  by  reducing  the  impact  of  changing 
foreign-currency  values,  can  actually  re- 
duce the  diversification  that  long-term 
investors  seek  by  looking  abroad.  "Long- 
er term,  the  impact  of  currencies  is  rath- 
er small,"  acknowledges  Anthony  W.  Re- 
gan, senior  managing  director  at 
Boston's  Putnam  Investments  and  a  con- 
firmed foreign  exchange  hedger.  "But 
shorter  term,  the  impact  can  be  huge." 

On  top  of  currency  moves,  overseas 
markets— especially  ones  in  developing 
countries— sometimes  suffer  huge  mood 
swings  that  can  daunt  even  the  most 
stout-hearted  investor.  Take  Istanbul. 
Buoyed  by  10%  real  gross  domestic 
product  growth,  hopes  for  a  European 
recovery,  and  the  privatization  plans  of 
Prime  Minister  Tansu  Ciller,  Turkey's 
bourse  is  up  180%  this 
year.  But  it  didn't  get 
there  without  some  nasty 
bumps  along  the  way.  Af- 
ter soaring  140%  in  the 
first  six  months  of  the 
year,  Turkey's  exchange 
plunged  20%  in  the  fol- 
lowing six  weeks— only  to 
do  an  about-face  and 
charge  to  a  record  high. 
But  for  thrills  and  chills, 
few  markets  can  top  Ja- 
karta. After  reaching  a 
record  high  in  1990,  the 
Indonesian  market  plummeted  60%  as 
rising  interest  rates  sent  Japanese  inves- 
tors fleeing.  But  this  year,  with  rates 
back  down  and  GDP  growth  expected  to 
be  7%,  Jakarta  has  become  one  of  over- 
seas fund  managers'  favorite  spots.  As 
Bacelius  Ruru,  chairman  of  Indonesia's 
Capital  Market  Supervisory  Agency, 
happily  notes:  "People  are  coming  back." 

Because  few  Asian  issues  are  listed  on 
U.  S.  exchanges,  many  investment  ad- 
visers suggest  sticking  to  mutual  funds 


SEPT  28 


BUSINESS  WEEK/OCTOBER  1  1,  1993  123 


■  STEELMAKING 
AT  A  MEXICALI 
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GRUPO  SIMEC  S 
SHARES  TRADE 
ON  THE  AMEX 


as  the  most  effi- 
cient way  to  in- 
vest in  the  re- 
gion's markets. 
Financial  planner 
Roge,  for  one, 
recommends  T. 
Rowe  Price  New 
Asia  Fund.  In- 
deed, Asia  funds 
are  becoming  Wall  Street's  hottest  com- 
modity. That's  largely  because  many 
Southeast  Asian  countries,  despite  the 
recession  in  Japan  and  the  West,  are 
likely  to  grow  by  10%  this  year. 

Even  China,  in  the  midst  of  an  eco- 
nomic cooldown  launched 
by  People's  Bank  of  China 
Governor  Zhu  Rongji,  is 
likely  to  expand  by  13%. 
"That's  very  healthy— and 
it's  fantastic  compared  with 
anywhere  else,"  says  Peter 
Soo,  Hong  Kong-based  di- 
rector of  fund  management 
for  AIG  Investment  Corp. 
(Asia)  and  chief  stock-pick- 
er for  the  Van  Eck  Asia 
Dynasty  Fund. 

To  capitalize  on  China's 
growth,  Boston  money 
manager  Thomas  M.  Cla- 
flin  II  has  put  some  of  his 


deep-pocketed  customers'  cash  into 
Shanghai  Tire  &  Rubber,  an  ultramod- 
ern tire  producer  "that's  making  them  as 
last  as  they  can."  Ek  Chor  China  Motor- 
cycle and  Tsingtao  Brewing,  two  other 
Chinese  companies  that  have  gone  public 
recently,  have  attracted  plenty  of  buyers 
as  well.  But  aig's  Soo  prefers  to  focus 
on  well-established  Hong  Kong  names 
that  are  doing  business  in  China  and 
across  Asia.  His  favorites:  Luks  Indus- 
trial, a  television  maker  and  real  estate 
developer  that  has  recently  expanded 
into  producing  cement  and  plywood  in 
Vietnam,  and  hsbc  Holdings  PLC,  the 
British-based  owner  of  Hongkong  & 


124  BUSINESS  WEEK 


Shanghai  Banking  Corp.  Benefiting  li 
the  wide  spread  between  Hong  Kjig 
1.5%  savings-account  yields  and  the  .5 
it  charges  on  loans,  HSBC's  earninglaa 
soaring.  Yet,  Soo  notes,  it  still  tp 
at  a  p-e  of  only  8.5,  vs.  10  for  Ame« 
banking  giant  J.  P.  Morgan  &  Co. 
SEXY  YET  SAFE.  While  booming  grovl 
heating  up  the  market  for  Asian  r*ie 
al  funds,  many  investors  preftj  J 
spread  their  risks  through  mutual  jra 
that  buy  stocks  in  a  wide  range  ofk| 
growing  emerging  markets.  Inveffl 
in  London  can  even  buy  into  a  dew 
ing-markets  index  fund.  Dubbecltf 
Emerging  Markets  Index  Tracker  to 
it's  composed  of  th<l 
biggest  stocks  on  a  <M 
markets  from  Greed  I 
Brazil  to  Thailand,  fil 
Tracker  up  21%  sinql 
debut  in  May,  a  si:ii; 
fund  may  open  heilj 
coming  months,  says  8a 
ing's  Batzell. 

But  most  investor/as 

■  ON  THE  LINE: 
DAIMLER  IS  THE  I 
BIG  BOARD'S  FIRT 
GERMAN  LISTING 
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ver  80%  of  the  most 
prominent  figures  in  banking 
:ount  on  our  computer  solutions. 


Throughout  the  world,  bankers 
)  speak  dollars  and  bankers  who 
ak  yen  and  bankers  who  speak 
nds,  pesos,  Deutsche  marks,  and 
ics,  all  speak  to  Unisys  for  answers 
heir  mission-critical  needs. 

Forty-one  of  the  world's  50 
est  banks  rely  on  Unisys  informa- 
i  systems.  And  half  the  world's 
cks-40  billion  annually-are  pro- 
ved on  Unisys  computers.  But  the 
k  hardly  stops  there. 

Over  3,000  financial  institu- 
is  depend  on  our  systems  for 
is  transfer.  We've  put  our  banking 
vomers  a  year  ahead  of  the  com- 
tion  in  check  imaging  solutions, 
offer  unequaled  capability  in  the 
inue-generating  area  of  branch 
)mation.  And  we  rank  first  in 
-omer  satisfaction  surveys  of  mar- 
i  as  demanding  as  Japan. 

So  it's  hardly  surprising  that 
of  Japan's  top  ten  banks,  ten  of 
ope's  top  ten,  nine  of  America's 

Unisys  Corporation 


top  ten,  seven  of  twelve  U.S.  Federal 
Reserve  banks,  and  60,000  other 
distinguished  customers  recognize 

UNiSYS 

We  make  it  happen. 


Unisys  as  a  world  leader  in  mission- 
critical  information  systems. 

A  few  more  prominent  figures: 
1-800-874-8647,  ext.  170.  Ask  how  we 
can  put  the  advanced  technology  and 
dedicated  people  of  Unisys  to  work  on 
your  account. 


ver 


likely  to  prefer  funds  whose  managers 
roam  the  world  in  search  of  obscure 
emerging-market  stocks.  One  of  them. 
Templeton  Developing  Markets  Fund,  is 
up  44Vc  this  year.  Merrill  Lynch's  Devel- 
oping Capital  Markets  Fund  has  gained 
30cc.  \Miere  has  the  Merrill  fund's  man- 
ager. Grace  Pineda,  been  this  year? 
"Brazil.  Morocco.  Portugal.  France,  Ar- 
gentina. Peru.  Ecuador.  Mexico,  the  Phi- 
lippines. Turkey,  Lux- 
embourg. London. 
Madrid."  she  says, 
adding.  "There's  a 
couple  more,  but  I 
forget  which." 

Lately.  Pineda's 
travels  have  led  her 
to  Petersburg  Long 
Distance,  a  Toronto- 
based  company  that 
has  won  the  right  to 
rewire  the  phone  sys- 
tem of  Russia's  for- 
mer imperial  capital. 
Pineda  also  has  10c/c 
of  the  fund's  assets  in 
Mexico,  which  she  be- 
lieves is  the  world's 

■  BEER 
DRINKERS  IN 
HONG  KONG: 
CHINA'S 
TSINGTAO  HAS 
GONE  PUBUC 


tricidad  de  Caracas,  the  power  company 
serving  Venezuela's  capital,  as  well  as 
Banco  Latinamericano  de  Exportaciones. 
a  Panama-based  trade-finance  lender. 
She  is  also  partial  to  Brazil,  where  "com- 
panies have  become  very  lean  and 
mean"  to  cope  with  years  of  economic 
and  political  stress.  Among  her  favorites: 
Banco  Bradesco.  a  big  lender  that  boasts 
"an  amazing  level  of  automation." 


tracts— and  German  funding— to 
apartments  for  Russian  soldiers  r 
ing  home  from  Poland  and  Ger 
But  many  other  fund  managers 
better-known  names.  Denver 
manager  Bee.  for  one.  likes  Skis  I 
nol.  the  big  French  manufacturer 
gear  that  has  seen  its  profits  dou; 
ter  shifting  production  to  low 
plants  in  Spain  and  Italy.  And 


emerging  bargain  center.  The  Bolsa 
Mexicanos  de  Yalores  has  been  buffeted 
frequently  this  year  by  fears  that  the 
U.  S.  Congress  may  kill  the  Xorth  Amer- 
ican Free  Trade  Agreement.  As  a  re- 
sult, it's  up  barely  o%  for  1993.  But 
"even  without  NAFTA,  Mexico  can  grow 
in  the  high  single  digits  over  the  next  10 
years,"  Pineda  contends. 
"LEAN  AND  MEAN."  In  fact,  Mexico,  once 
a  global  outcast  for  its  crippling  foreign 
debt  and  dismal  economic  record,  has 
become  a  mainstay  of  many  internation- 
al portfolios.  As  President  Carlos  Salinas 
de  Gortari's  sweeping  economic  reforms 
have  taken  hold,  dozens  of  companies, 
including  Grupo  Simec.  which  operates  a 
highly  efficient  steel  minimill.  have  gone 
public  on  the  U.  S.  and  Mexican  mar- 
kets. Simec  adrs  are  up  18%  since  they 
were  listed  in  July.  But  many  investors 
gravitate  first  to  Telmex.  At  51.  its  adrs 
are  trading  at  only  10  times  earnings— 
about  half  that  of  one  of  its  main  foreign 
shareholders.  Southwestern  Bell  Corp. 

Telmex  is  hardly  the  only  Latin  is- 
sue catching  the  eye  of  money  mavens. 
Patti  A.  Satterthwaite.  manager  of  Fi- 
delity's Latin  America  Fund,  likes  Elec- 


If  emerging  markets  are  capturing 
much  of  the  headlines  these  days,  it's 
still  the  major  markets  of  the  industrial 
world  that  are  garnering  most  of  in- 
vestors' cash.  Anton  Fink,  a  managing 
director  at  Bank  Gebrud.  Gutmann  in 
Vienna,  is  using  Western  European  mar- 
kets to  play  the  reconstruction  of  the 
formerly  communist  East.  Austria's  Mac- 
ulan.  for  example,  has  nailed  down  con- 


THE  BEST  EMERGING  MARKET  FUNDS 


1993* 

TURKISH  INVESTMENT 

82.6% 

BRAZILIAN  EQUITY 

52.1 

ASIA  PACIFIC 

46.8 

TEMPLETON  EMERGING  MARKETS 

45.7 

MALAYSIA 

45.5 

THREE  YEARS* 

MEXICO 

40.2 

CHILE 

37.2 

TEMPLETON  EMERGING  MARKETS 

36.5 

LATIN  AMERICA  INVESTMENT 

36.4 

BRAZIL 

23.1 

'Through  Sept.  1 .  Includes  appreciation  plus  reinvested  Dividends  and  capital  gains 
DMA.  MKHW/U.  LTD. 


Worldwide's  Hayes  is  stocking 
Switzerland's  SMH.  the  maker  of  1 
Swatch  watches  and  pricier  timej 
Hyde  expects  SMH's  profits  to  soa 
next  year,  yet  it's  selling  for  j 
times  earnings. 

Growth— that's  what  global  inv 
is  all  about.  From  Chinese  beer 
gentine  oil.  an  unprecedented  ar 
companies  with  above-average  ea 

 1  prospects  is  bed 

investors.  In  th< 
tile  world  eco 
some  of  these  i 
ments  may  wel 
sleepless  nigh 
newcomers— an 
pros,  too.  But 
all  part  of  th« 
global  investing 
egy:  Find  the! 
companies,  no 
where  they  are 
By  William  ( 
in  Xerr  York 
Larry  Hoi  yoke 
kyo,  John  Rost 
Rome,  and  Bill 
ski  in  Paris 
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Ihe  investment  environment  has 
nged!  When  you're  ready  to  recycle 
r  investments,  consider  the  returns 
he  two  Berger  Funds. 

The  Berger  100  Fund  for  long-term 
vth  and  the  Berger  101  Fund  for  growth 

income  have  both  achieved  impres- 
i  records  for  over  18  years  and  are 
rth  consideration  for  your  portfolio. 

the  investment  philosophy  behind 
>e  funds,  please  call  for  a  prospectus 

study  it  carefully  before  investing. 

^rformance  shows  the  funds'  history  and  does  not  guarantee  future 
.  The  figures  include  changes  in  share  price  and  reinvestment  of 
Tids  and  capital  gains,  which  will  fluctuate  so  that  shares,  when 
led,  may  be  worth  more  or  less  than  their  original  cost.  The  figures 
e  the  deduction  of  12b-l  fees  beginning  in  June,  1990.  Source: 
•  Analytical  Services 


WITH  THIS  TABLE,  YOU  CAN 
EASILY  COMPARE  US  WITH  OTHER  FUNDS. 

(For  the  period  ending  June  30,  1993) 

AVERAGE  ANNUAL  TOTAL  RETURNS 

100  FUND 

101  FUND 

1  YR 

35.5  % 

17.5% 

3  YRS 

25.9  % 

18.5  % 

5  YRS. 

25.0  % 

15.1  % 

10  YRS 

13.3  % 

1 1 .5  % 

15  YRS 

16.6  % 

13.0% 

From  9/30/74 

15.9% 

14.1  % 

CUMULATIVE  TOTAL  RETURNS 

100  FUND 

101  FUND 

1  YR 

35.5  % 

17.5% 

3  YRS 

99.3  % 

66.5  % 

5  YRS. 

204.7  % 

102.3  % 

10  YRS 

247.0  % 

196.9% 

15  YRS 

901 .0  % 

529.1  % 

From  9/30/74 

1 ,482.9  % 

1 ,077.9  % 

The  Berger  Funds 

For  a  free  Financial  Success  Kit 

(published  by  Financial  Success  Marketing,  Inc.) 

and  a  prospectus,  call  us  toll-free  at 

(800)  333-1001 
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Finance 


MUTUAL  FUNDS  I 


MUTUAL  FUNDS  ARE  FAT 
—AND  INVESTORS  ARE  HAPPY 


A  solid  third  quarter  will  keep  the  billions  rolling  in,  and  assets  could  top  $2  trillion  by  yearend 


The  odds  are  that  most  investors 
did  not  spend  their  summer  travel- 
ing abroad.  But  they  made  a  lot 
of  money  if  their  dollars  took  the  trip. 
International  equity  funds  outpaced 
funds  that  invest  at  home  during  the 
third  quarter,  continuing  a  trend  that 
has  been  building  throughout  1993.  Some 
of  the  summer's  brightest  stars  were 
the  relatively  new  emerging-markets 
mutual  funds,  which  venture  afar  into 
nascent  capital  markets,  such  as  Brazil, 
Indonesia,  and  Turkey. 

International  bond  funds  distinguished 
themselves  as  well,  rising  to  the  top 
against  stiff  competition  from  Treasury 
bond  funds,  which  benefited  from  the 
dramatic  drop  in  long-term  interest  rates 
to  below  6%.  One  of  the  third  quarter's 
best  bond  funds  was  the  Fidelity  New 
Markets  Income  Fund,  up  nearly  11%: 


The  emerging  markets  debt  fund  opened 
May  4  and  already  has  $145  million. 

Not  that  overseas  investors  had  the 
only  fun.  Spurred  by  low  interest  rates, 
every  major  U.  S.  stock  market  index 
hit  a  new  high  in  the  third  quarter.  The 
Standard  &  Poor's  500-stock  index,  the 
benchmark  by  which  most  domestic 
stock  funds  are  measured,  was  up  near- 
ly 3%  including  dividends  (through  Sept. 
27).  The  average  U.  S.  equity  fund  beat 
that  mark  handily,  with  a  5.2%  total  re- 
turn (appreciation  plus  reinvested  divi- 
dends and  capital  gains),  according  to 
Morningstar  Inc.,  the  mutual-fund  data 
company  that  compiles  returns  for 
BUSINESS  WEEK. 

Many  categories  of  domestic  funds 
beat  the  averages.  Financial  and  utility 
funds  took  their  strength  from  falling 
interest  rates.  Technology,  small-compa- 


ny, and  maximum-growth  funds  becti 
blue  chips  based  on  the  strong  ppc 
mance  of  the  smaller-companjtip 
emerging-growth  stocks.  The  NiB 
Over-the-Counter  Composite  shot  u% 
In  contrast,  the  Dow  industrials,  tfa 
they  were  up  nearly  4%  by  the  m 
August,  pulled  back  in  Septembj! 
close  at  3567.7  on  Sept.  27,  up  onlyfe 
Takeovers  in  the  telecommunicB 
and  entertainment  industries  also  m 
give  some  funds  a  big  lift.  Gabelli  el 
Fund,  up  16.26%,  has  24%  of  its  m 
in  Paramount  Communications,  j)6 
which  is  being  fought  over  by  Vp 
Inc.  and  QVC  Network  Inc.  "LeDB 
funds,  Invesco  Strategic  Leisure  aihi 
delity  Select  Leisure,  soared  on  m 
mergers  and  also  got  help  from  m 
stocks.  Deborah  Wheeler,  who  rum 
Fidelity  Leisure  fund,  is  especialljfti 


International  funds— 
especially  those  that 
invest  in  emerging 
markets— outran  the 
pack.  Gains  at  home 
were  good,  too,  with 
the  best  results  coming 
from  funds  with  small- 
growth  companies. 


LATIN  AMERICA 

South  of  the  border, 
they  are  reining  in 
inflation,  privatizing 
state-owned  industries, 
and  opening  their 
economies.  That 
translates  into  higher 
stock  prices. 


THE  BEST  RETURNS 


PROGRESSIVE  AGGRESSIVE  GROWTH  24.58° 
INVESCO  STRATEGIC  LEISURE 

SMITH  BARNEY  SHEARSON  SPEC.  EQUITIES  B  18  61 

DEAN  WITTER  DEVELOPING  GROWTH  SECS.  17.90 

TWENTIETH  CENTURY  GIFTRUST  INVESTORS  1 752 

FIDELITY  SELECT  HOME  FINANCE  17.45 

PBHG  GROWTH  17  28 

GAM  GLOBAL  17.08 

KEYSTONE  CUSTODIAN  S-4  16.96 

SELIGMAN  COMMUNICATIONS/INFORMATION  A  16.82 

GAM  INTERNATIONAL  16.60 

GABELLI  VALUE  16.26 

THOMSON  OPPORTUNITY  B  15.90 

FIDELITY  SELECT  BROADCAST  &  MEDIA  15  82 

INVESCO  EMERGING  GROWTH  15.82 

FIDELITY  SELECT  ELECTRONICS  15.63 

SCUDDER  LATIN  AMERICA  15.56 

BRANDYWINE  15.16 

MONTGOMERY  GLOBAL  COMMUNICATIONS  1 4.94 

FIDELITY  SELECT  LEISURE  14.85 

RSI  RETIREMENT  TRUST  EMERG.  GRTH.  EQTY.  14.85 

OPPENHEIMER  TIME  14.71 

MERRILL  LYNCH  TECHNOLOGY  A  14.65 

PRUDENTIAL  GLOBAL  GENESIS  B  1 4.64 

FIDELITY  LATIN  AMERICA  14.49 


FIDELITY  SELECT  COMPUTERS 

FIDELITY  SELECT  BROKERAGE  &  INVESTMT. 

PUTNAM  OK  EMERGING  GROWTH 

PUTNAM  NEW  OPPORTUNITIES  A 

G.T.  GLOBAL  TELECOMMUNICATIONS  A 

UNITED  INTERNATIONAL  GROWTH 

EVERGREEN  GLOBAL  REAL  ESTATE  EQUITY 

DELAWARE  TREND 

PUTNAM  NEW  OPPORTUNITIES  B 

ROBERTSON  STEPHENS  EMERGING  GROWTH 

T.  ROWE  PRICE  SCIENCE  &  TECHNOLOGY 

QUANTITATIVE  BOSTON  NUMERIC  ORDINARY 

SMITH  BARNEY  SHEARSON  AGGR.  GROWTH  A 

T.  ROWE  PRICE  NEW  ASIA 

KEMPER  SMALL  CAPITALIZATION  EQUITY 

SMITH  BARNEY  INTERNATIONAL  EQUITY  A 

MORGAN  STANLEY  INSTL.  EMERGING  MARKETS 

GOVETT  SMALLER  COMPANIES 

AIM  AGGRESSIVE  GROWTH 

MAIN  STREET  INCOME  &  GROWTH 

FORTIS  ADVANTAGE  CAPITAL  APPRECIATION 

MONTGOMERY  SMALL  CAP 

MAS  EMERGING  GROWTH 

SUNAMERICA  AGGRESSIVE  GROWTH 

STEINROE  CAPITAL  OPPORTUNITIES 


14.33"* 

14.14 

14.11 

14.07 

13.99 

13.97 

13.91 

13.85 

13.80 

13.66 

13.60 

13.40 

13.33 

13.27 

13.12 

13.09 

12.92 

12.89 

12.85 

12.84 

12.82 

12.73 

12.69 

12.63 

12.55 
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TELECOMMUNICATIOI 
Dealmaking  sparked 
big  returns  for  many 
telecommunications 
stocks.  They  are  also 
benefiting  from  the 
multimedia  boom. 


i  radio  broadcasters,  which 
ow  allowed  to  buy  competi- 
in  the  same  market.  That 
hem  combine  operations  and 
advertising  rates.  Among 
top  holdings  are  Infinity 
Icasting  and  even  CBS  Inc.,  a 

•  player  in  radio, 
long  the  laggards,  health- 
funds  managed  to  eke  out  a 
gain.  After  soaring  earlier 
ear,  natural-resources  funds 
>ed  as  oil  prices  tumbled. 
)us-metals  funds,  the  sprint- 
>f  the  first  half  dropped 
%.  The  funds,  which  invest 
y  in  gold  miners,  peaked 
with  the  price  of  gold.  Gold 
•un  up  as  high  as  $406  an 

•  on  fears  of  a  resurgence  in 
on  but  now  sells  at  $355  an  ounce, 
lile  the  gold  group  holds  a  com- 
ing lead  on  performance  year-to- 
the  prospects  for  another  big  rally 
imming.  Inflation  is  tame  not  only 
;  U.  S.  but  also  around  the  world. 

China,  a  big  source  of  gold  de- 
,  is  reining  in  its  inflation  rate.  Po- 
l  crises  don't  seem  to  give  gold 

of  a  boost  these  days,  either.  The 

shot  up  $9  an  ounce  the  day  the 
down  began  between  President 

Yeltsin  and  the  Russian  parlia- 
i  but  the  gains  have  evaporated, 
leed,  investors  ought  to  be  wary  of 
olatility  of  the  gold  funds.  Lexing- 
trategic  Investments,  which  invests 
n  South  African  gold  shares,  is  far 


SOME  BIG  RETURNS 
FOR  THE  BIG  FUNDS 


TOTAL 
RETURN* 


ASSETS* 
(BILLIONS) 


FIDELITY  MAGELLAN 

8.14% 

$29.8 

INVESTMENT  COMPANY  OF  AMERICA 

3.90 

18.5 

WASHINGTON  MUTUAL  INVESTORS 

3.99 

12.3 

VANGUARD/WINDSOR 

7.29 

10.6 

INCOME  FUND  OF  AMERICA 

3.59 

9.5 

JANUS 

3.72 

8.7 

FIDELITY  PURITAN 

3.55 

8.2 

VANGUARD  INDEX  500 

3.16 

7.9 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

11.40 

7.5 

VANGUARD/WELLINGTON 

3.06 

7.4 

•APPRECIATION  PLUS  REINVESTED  DIVIDENDS  AND  CAPITAL-GAINS  DISTRIBUTIONS,  JULY  1  SEPT.  27, 1993 
"AS  Of  JULY  31  DATA  MORNINGSTAR  INC. 


and  away  the  year's  hottest  perform- 
er—up 164%  through  Sept.  27— even 
though  the  fund  is  among  the  worst  for 
the  quarter,  down  11.74%.  But  funds  like 
Lexington  are  not  for  the  faint  of  heart: 
At  its  peak  on  July  31,  the  fund  was 
up  249%,  but  investors  who  bought  at 
that  time  are  24%  in  the  red.  Even 
President  Clinton's  request  to  lift  sanc- 
tions on  South  Africa  failed  to  budge 
Lexington  Strategic  or  other  South  Afri- 
can funds  very  much. 
"NO  downside."  All  told,  the  third- 
quarter  returns  should  keep  investors 
happy  and  their  passion  for  mutual 
funds  intact.  According  to  the  Invest- 
ment Company  Institute,  equity  mutual 
funds  took  in  a  record  $12.1  billion  dur- 


ing August,  bringing  the  1993  to- 
tal to  $82.4  billion.  Bond  funds, 
which  have  pulled  in  $12.7  billion 
for  August  and  $86.5  billion  so 
far  this  year,  are  lapping  up  dol- 
lars from  investors  seeking  better 
returns  than  they  can  get  from 
the  bank  or  from  money-market 
funds.  Fund  assets  are  likely  to 
top  $2  trillion  by  yearend. 

Fund  watchers  say  a  large 
chunk  of  the  new  money  in  equi- 
ty funds  is  going  abroad.  "About 
75%  of  the  cash  flow  into  equity 
funds  is  going  into  international 
funds,"  says  Steven  Norwitz,  vice- 
president  of  T.  Rowe  Price  As- 
sociates, which  runs  six  interna- 
tional funds  totaling  $5.5  billion. 
Robert  Adler,  whose  AMG  Data 
Services  tracks  cash  flows  industrywide, 
says  international  equity  funds  have  tak- 
en in  $1  billion  a  week  for  the  last  four 
weeks,  up  from  about  $200  million  a 
week  in  the  spring. 

While  international  funds  have  been 
around  for  years,  many  fund  companies 
are  bringing  out  more  specialized  vehi- 
cles, such  as  emerging-markets  funds, 
to  exploit  new  opportunities.  Look  at 
the  Scudder  Latin  America  Fund,  up 
15.56%  for  the  quarter.  William  Trus- 
cott,  co-manager  of  the  fund,  gives  a 
lot  of  credit  for  its  performance  to  its  in- 
vestments in  Brazil— one  of  the  Third 
World's  perennial  economic  basket  cases. 
"Assets  got  so  cheap  that  there  was  no 
downside,"  he  says.  Moreover,  he  notes, 


THE  WORST  RETURNS 


MFS  GOLD  &  NATURAL  RESOURCES  B 

-14.89% 

UNITED  GOLD  &  GOVERNMENT 

-7.81% 

INVESC0  STRATEGIC  GOLD 

-14.71 

BLANCHARD  PRECIOUS  METALS 

-7.70 

LEXINGTON  G0LDFUND 

-13.79 

FIDELITY  SELECT  PRECIOUS  METALS/MIN. 

-7.08 

IDS  PRECIOUS  METALS 

-13.56 

FIDELITY  CANADA 

-6.67 

USAA  INVESTMENT  GOLD 

-13.46 

EXCEL  VALUE 

-5.49 

BENHAM  GOLD  EQUITIES  INDEX 

-13.13 

METLIFE-STATE  STREET  GLOBAL  ENERGY  A 

-5.40 

PIONEER  GOLD  SHARES 

-12.73 

UNITED  SERVICES  WORLD  GOLD 

-4.73 

SMITH  BARNEY  SHEARS0N  PREC  METALS  B 

-12.68 

OAK  HALL  EQUITY 

-4.62 

UNITED  SERVICES  GOLD  SHARES 

-12.45 

EATON  VANCE  NATURAL  RESOURCES 

-4.49 

M0NITREND  GOLD 

-12.43 

ROBERTSON  STEPHENS  CONTRARIAN 

-4.41 

DEAN  WITTER  PREC.  METALS  AND  MINERALS 

-12.15 

FIDELITY  SELECT  PAPER  &  FOREST  PROD. 

-4.37 

BULL  &  BEAR  GOLD  INVESTORS 

-12.07 

ALLIANCE  GLOBAL  CANADIAN 

-4.04 

VANGUARD  SPECIALIZED  G0LD/PREC.  MTLS. 

-11.87 

SUNAMERICA  TOTAL  RETURN 

-3.57 

LEXINGTON  STRATEGIC  INVESTMENTS 

-11.74 

DREYFUS  CAPITAL  VALUE  A  (PREMIER) 

-3.54 

THOMSON  PREC.  METALS  &  NAT.  RES.  B 

-10.84 

MATHERS 

-3.24 

VAN  ECK  GOLD/RESOURCES 

-10.81 

EXCEL  MIDAS  GOLD  SHARES 

-3.01 

VAN  ECK  INTERNATIONAL  INVESTORS 

-10.77 

FIDELITY  SELECT  ENERGY  SERVICE 

-3.00 

KEYSTONE  PRECIOUS  METALS  HOLDINGS 

-10.33 

YACKTMAN 

-2.92 

FRANKLIN  GOLD 

-10.27 

COMPOSITE  NORTHWEST  SO 

-2.78 

RUSHM0RE  PRECIOUS  METALS  INDEX  PIUS 

-9.76 

REMBRANDT  GROWTH  TRUST  CLASS 

-2.65 

OPPENHEIMER  GOLD  &  SPECIAL  MINERALS 

-9.42 

FONTAINE  CAPITAL  APPRECIATION 

-2.55 

EQUITY  STRATEGIES 

-9.35 

PRUDENTIAL  GLOBAL  NATURAL  RESOURCES  1 

1  -2.52 

FIDELITY  SELECT  AMERICAN  GOLD 

-8.49 

INVESC0  STRATEGIC  ENERGY 

-2.47 

SCUDDER  GOLD 

-8.32 

WARBURG,  PINCUS  GROWTH  &  INCOME 

-2.37 

LEXINGTON  STRATEGIC  SILVER 

-8.24 

MACKENZIE  CANADA 

-2.29 

WA.  MORNINGSTAR  INC. 
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GOLD 

The  price  of  gold  peaked 
in  early  August,  and  so 
did  the  gold  funds.  The 
outlook  for  another  big 
rally  is  dim. 


natural-resources  funds. 
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I NVOLVES. 

\)C^herever  Hitachi  is  located,  we  are  a  committed  part  of 
the  community.  ^X'e  sponsor,  participate,  support.  An 
example  is  TTie  Hitachi  Foundation,  which,  in  addition  to 
funding  worthy  projects,  involves  our  local  management 
and  employees  in  sustained  community,  programs 
nationwide.  At  Hitachi,  the  purpose  of  technology  is  not 
simply  to  make  clever  products,  ft  is  also  to  rturtureand  be 
involved  in  order  to  achieve  a  basic  goal;  A  better  worid 
for  succeeding  generations.  TFhis  is  the  operating 
philosophy  behind  every:  one  of  the  20,000  products 
made  by  our  500  manufacturing'  companies  around  the 
world.  It  has  been  our  commitment  for  over  8>0  years. 
And  even  more  important,  it  is  our  definition  of  the  future. 


HITACHI 


I  Electronics  •  Medical  Systems  •  Transportation  Equipment  •  Power  Plants  &  Equipment  •  Electronic  Components 


i- 1  nance 


TECHNOLOGY 
Late  in  the  quarter, 
computer-related  stocks 
rallied  and  made  tech 
Funds  winners. 


HOW  THE  FUND  GROUPS  FARED 


HEALTH  CARE 
At  least  the  hemo  i 
ing  has  stopped  c 
the  health-care  ful 
The  big  question: 
Clinton's  reform  fc 
age  restore  them 
good  health? 


SPECIALTY-TECHNOLOGY 

9.68% 

EQUITY-INCOME 

4.24% 

SPECIALTY-FINANCIAL 

9.07 

GROWTH  &  INCOME 

3.81 

FOREIGN 

8.68 

BALANCED 

3.77 

EUROPE 

8.50 

ASSET  ALLOCATION 

3.39 

MAXIMUM  GROWTH 

8.13 

INCOME 

3.09 

PACIFIC 

7.71 

SPECIALTY-HEALTH 

2.29 

WORLD 

7.61 

SPECIALTY-NATURAL  RESOURCES 

0.08 

SMALL  COMPANY 

7.50 

SPECIALTY-PRECIOUS  METALS 

-10.53 

SPECIALTY-MISCELLANEOUS 

6.97 

U.S.  DIVERSIFIED  EQUITY 

5.20 

SPECIALTY-UTILITIES 

6.05 

ALL  EQUITY  FUNDS 

5.38 

GROWTH 

5.02 

S&P  500 

2.98 
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the  Brazilians  are  starting  to  institute 
the  same  kinds  of  reforms  that  have 
spurred  growth  and  greatly  lowered  in- 
flation in  Mexico  and  Argentina. 

Some  investors  are  looking  to  foreign 
funds  to  replay  the  gains  earned  in  the 
U.  S.  over  the  past  two  years.  While 
real  estate  stocks  have  been  climbing 
for  over  two  years  in  the  U.  S.,  they 
only  hit  bottom  overseas  late  last  year, 
says  Samuel  Lieber,  who  runs  the  Ever- 
green Global  Real  Estate  Equity  Fund, 
up  13.91%  for  the  quarter.  That,  says 
Lieber,  means  foreign  real  estate  stocks 
have  a  lot  more  investment  potential 
than  U.S.  stocks.  He  has  65%  of  the 
fund's  holdings  overseas. 
IPO  PUSH.  Back  in  the  U.  S.,  small 
^growth  companies  boosted  returns  for 
a  broad  range  of  funds,  from  the  $7.5  bil- 
lion Twentieth  Century  Ultra  Investors 
to  tiny  Progressive  Aggressive  Growth 
Fund,  with  less  than  $1  million  in  assets. 
Ultra,  with  about  40%  of  its  portfolio  in 
computer-related  technology  stocks,  left 
the  other  big  funds  in  the  dust,  with 
an  11.4%  return— a  good  chunk  of  which 
was  earned  in  the  closing  days  of  the 
quarter.  Progressive  Aggressive,  under 
new  manager  James  Lampson  of  Den- 


ver's Cohig  &  Associates  Inc.,  racked 
nearly  25%  for  the  quarter.  Among  the 
23  stocks  in  Lampson's  fund  are  Air 
Sensors,  a  leader  in  alternative-fuel  en- 
gine systems;  Diagnostek,  a  mail-order 
pharmacy;  and  Soricon,  which  makes 
optical  character-recognition  equipment. 

Small  growth  companies  also  fared 
well  because  of  a  buoyant  market  for 
initial  public  offerings.  "I  play  the  IPO 
market  fairly  aggressively,"  says  Wil- 
liam Keithler,  manager  of  Invesco 
Emerging  Growth  Fund.  One  big  IPO 
hit  that  contributed  to  his  15.82%  re- 
turn was  Microchip  Technologies.  He 
bought  the  IPO  at  the  adjusted  price  of 
$6.50  per  share.  It's  now  nearly  $24. 
Despite  the  two-year  boom,  Keithler 
says  a  large  number  of  "quality  compa- 
nies" are  still  coming  to  market.  "I 
thought  by  now  we'd  be  scraping  bot- 
tom," he  says. 

But  not  everyone  is  so  sanguine. 
James  Renck  runs  the  Merrill  Lynch 
Technology  Fund,  which  is  up  14.65% 
for  the  quarter  and  28.7%  for  the  year. 
He  has  sold  off  most  of  his  holdings  and 
has  83%  of  the  portfolio  in  cash.  "I'm 
worried  about  PC  demand  and  inventory 
problems,"  he  says.  Renck's  move  defi- 


THIRD-QUARTER  WINNING  BOND  FUNDS 
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TAXABLE  FUNDS 

TAX-FREE  FUNDS 

BENHAM  TARGET  MATURITIES  2020 

19.85* 

MERRILL  LYNCH  CA  INSURED  MUNI.  BOND  1 

1  4.43% 

BENHAM  TARGET  MATURITIES  2015 

14.52 

NUVEEN  NJ  TAX-FREE  VALUE 

4.42 

FIDELITY  NEW  MARKETS  INCOME 

10.96 

EVERGREEN  INSURED  NATIONAL  TAX-FREE 

4.40 

BENHAM  TARGET  MATURITIES  2010 

10.27 

MERRILL  LYNCH  NC  MUNICIPAL  BOND  B 

4.38 

FT  'NTERNATIONAL  INCOME 

9.52 

MERRILL  LYNCH  MA  MUNICIPAL  BOND  B 

4.37 

ADVANTAGE  GOVERNMENT  SECURITIES 

8.62 

MERRILL  LYNCH  PA  MUNICIPAL  BOND  A 

4.35 

G.T.  GLOBAL  HIGH-INCOME  A 

8.61 

FRANKLIN  NY  INSURED  TAX-FREE  INCOME 

4.35 

G.T.  GLOBAL  STRATEGIC  INCOME  A 

8.39 

MFS  TX  MUNICIPAL  BOND  A 

4.26 

HUNTINGTON  GERMAN  GOVERNMENT  BOND 

8.15 

CAMBRIDGE  MUNICIPAL  INCOME  A 

4.26 

RETIREMENT  PLANNING  CONVERTIBLE  SECS. 

7.83 

MERRILL  LYNCH  FL  MUNICIPAL  BOND  A 

4.24 

nitely  goes  against  many  Wall  ti 
investment  strategists  who  are  fee- 
ing gains  for  high-tech  stocks  i 
coming  months. 

Among  the  bond  funds,  returns 
strongest  for  the  Treasury-only  I 
That  included  three  Benham  Tar^; 
turity  funds  that  invest  only  iiz< 
coupon  bonds.  Because  they  p 
interest,  these  bonds  are  often  tit  1 
performers  when  rates  fall— andv* 
when  they  rise.  Many  governmei  I 
funds  hold  a  lot  of  government-^ 
teed  mortgage-backed  securities! 
slipped  in  price  as  the  drop  irp 
triggered  another  round  of  refinaeh 
Government-mortgage  funds  earn  !  • 
1.3%  returns  for  the  quarter;  Ij 
able-rate  mortgage  funds,  only  0!% 
"sticker  shock."  Bond-fund  buya 
reached  for  the  high  yields  hadni 
results.  Those  who  looked  abrol 
bought  long-term  international? 
funds  fared  well,  as  higher  rateo' 
seas  and  a  declining  dollar  bolster 
turns.  Those  who  stuck  to  the[& 
term  international  funds  onlyw 
even.  Many  of  those  funds  lost  p 
on  hedges  when  the  midsummj  < 
rency  crisis  hit  Europe.  On  the  Apt 
front,  junk-bond  funds  disappoirjjd 
vestors,  with  a  total  return  of  on 
for  the  quarter. 

The  muni  market  was  a  differejt 
ry.  Tax-free  funds  on  average  rear 
3.1%  for  the  quarter,  even  thoug  I 
prices  have  not  kept  up  with  Trejur 
Donald  Duerson,  who  runs  nine  Fan. 
tax-exempt  funds,  suspects  the  m;(kfi 
sluggish  because  muni  buyers  are|a\ 
a  hard  time  accepting  5%  yields  < 
term  bonds,  even  if  they  are 
empt.  "It's  sticker  shock,"  saysO 
son.  "But  they'll  get  over  it." 

Low  U.  S.  interest  rates  eont 
push  investors  to  search  for  higpr 
turns.  That  quest  should  keep  ca:  I 
ing  into  mutual  funds  for  a  long  fin 

By  Jeffrey  M.  Laderman  in  Nc 
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Who  cares? 


v 


io.  We  care  about  doing  the  best  job  for  our  customers  that  we  possibly  can,  in  every  arena  we  do 
2ss  in.  That's  why  we  consist  of  individual,  highly  focused  divisions  that  branch  out  from  one  of  the 
stable,  most  firmly  rooted  entities  in  our  industry.  And  that's  why  we  have  adopted  a  new  corporate 
)1  and  themeline.  To  more  closely  reflect  all  that  we  are  and  all  that  we  do.  And  to  reaffirm  that  each 
individual  CIGNA  divisions  has  the  freedom  and  the  motivation  to  do  whatever  it  takes  to  satisfy 
istomers,  as  well  as  the  ability  to  draw  upon  the  parent  company's  enormous  strength  and  experience. 
1  arrangement  that  should  work  out  wonderfully  for  us  and,  more  importantly,  for  our  customers. 


Cigna 
A  Business  of  Caring. 


re    Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance        Reinsurance      Individual    International  International 

Life  •  Accident  ■  Disability      Investment  Services      Management      Life -Accident -Health      Property  U  Casualty      Insurance       Property  &  Casualty      Life  &  Employee  Benefits 


See  Your 
Customers  As 
Individuals,  And 
You  Could  See 
A 15%  Increase 
In  Revenues  . 


No  One  Offers  Better  Way! 


You  can  never  know 
customers.  And  with  con 
systems  you  won't.  Only 
AW/NCR  can  give  you 
the  processing  power  to 
extract  individual  cus- 
tomer profiles  from  the 
detail  data  that  already 
exists  in  your  enterprise. 
And  the  servers  and  net- 
working power  to  move 
that  information 
wherever  it  s  needed. 


too  much  about  your 
ventional  mainframe 

^The  ability  to 
manipulate  large  databases. 

analyze  data,  and  get 
information  out  quickly  to  the 
people  who  need  it  gives  us  a 
number  of  advantages. 
We  gain  better  insight 
on  How  to  manage  the 
Railroad,  saw  money 
because  wc  are  better 
able  to  deploy  assets, 
and  ultimately  improve 
customer  service.  W 

Joyce  Wrenn, 
Chief  Information  Officer, 
Union  Pacific  Railroad 


Better  Knowledge  Of  Your 
Customers  Can  Mean  A  Better 
Bottom  Line. 

We  can  help  you  understand  not  only  who 
your  customers  are  and  what  they  are  doing,  but 
what  they're  most  likely  to  do  next.  So  you  can 
create  specific  marketing  programs  for  each  cus- 
tomer segment.  Better  sell  and  service  existing  l 
customers.  And  develop  new  ones. 

That  can  mean  higher  customer  satisfaction 
and  a  better  bottom  line.  In  fact,  our  customers 
report  revenue  increases  of  as  much  as  15%. 


*  *  *  ftfrwSiift  *  *  *  *  *  * 

Closer  To  Your  Customers. 


<Jew  Levels  Of  Power  From  A  New 
Cind  Of  Information  Company. 

No  other  company  in  the  world  offers  so  many 
solutions  for  capturing  data  and  turning 
it  into  actionable  information.  From 
mobile  PCs,  through  the  world's  broadest, 
most  powerful  family  of  midrange 
servers,  to  massively- parallel  processors. 
And  no  other  company  can  match  our  global 
xpertise  in  communications  and  networking. 
)nce  the  information  is  generated,  we  can  help 
ou  move  it  anywhere  in  the  world,  fast. 


To  get  to  know  your  customers  better, 
phone  1 800  CALL-NCR  today.  We  can  help  you 
implement  the  breakthrough  applications  that 
will  help  you  thrive  in  the  future. 


0j 


AT&T 


NCR 


An  AT&T  Company 


NCR  is  the  name  and  mark  <>l  NCR  Corporation.  MALI  and  the  AI&I  globe  design  art-  registered  -i t\kt  marks 
and  trademarks  of  American  telephone  and  telegraph  Company  Intel  and  the  Intel  Inside  Logo  are  registered 
trademarks  of  Intel  Corporation  ©  1993  NCR  Corporation. 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

GRRR!  DISNEY 
BEARS  ARE 
ON  THE  PROWL 


One  of  the  Street's  former  dar- 
lings, Walt  Disney,  has  been  a 
source  of  nothing  but  disap- 
pointments so  far  this  year.  No  wonder 
its  stock  has  headed  south,  to  38  a 
share  from  48  at  the  beginning  of  1993. 

Investors  hoping  for  a  bottom  will 
have  to  wait  longer,  say  some  big  mon- 
ey pros  who  have  been  bailing  out  of 
the  stock.  One  New  York  investment 
manager  who  has  joined  the  crowd 
shorting  the  stock  says  that  "things 
will  get  worse  before  they  get  better." 
He  sees  the  stock  hitting  30  before  it 
can  rebound. 

Many  analysts  agree.  They  believe 
the  fourth  quarter  will  show  contin- 
ued disappointing  results  and  have 
been  scaling  back  their  estimates  for 
this  year  and  next.  Even  some  Disney 
bulls  have  had  to  pare  down  their  esti- 
mates. Warns  David  Londoner,  veteran 
entertainment  analyst  at  Wertheim 
Schroder:  "Nobody  knows  how  long 
Disney  will  be  in  the  doldrums." 
dwarf-size  play?  Attendance  at  Dis- 
ney's theme  parks  has  been  flat  to 
down,  the  company's  films  haven't 
been  so  hot,  and  consumer-product 
sales  haven't  picked  up  enough  to 
make  a  difference.  Worst  of  all,  Euro- 
Disney  has  bombed  as  attendance  has 
skidded.  Warns  one  pro:  If  EuroDisney 
continues  to  show  poor  results  through 
early  next  year,  "watch  out."  He  adds 
that  the  stock's  decline  will  accelerate. 

One  analyst  who  remains  high  on 
Disney  is  Oppenheimer's  Jessica  Reif. 
She  has  cut  her  estimate  but  is  ex- 
horting clients  to  use  the  stock's  drop 
as  an  opportunity  to  buy  more  shares 
"aggressively."  She  thinks  the  senti- 
ment on  EuroDisney  "is  now  at  a  low 
point  and  should  improve  in  the  com- 
ing year." 

Analyst  Lisbeth  Barron  at  S.  G. 
Warburg  strongly  disagrees.  "The 
weak  fundamentals  over  the  near-to- 
medium  term  make  an  upgrade  to  a 
buy  premature,"  she  cautions.  Barron 
adds  that  continued  weak  attendance 
at  Disney's  Orlando  park  "has  caused 
us  to  lower  our  1993  fourth-quarter  es- 
timate from  40<P  a  share  to  30<t."  That 
puts  her  1993  estimate  at  $1.67,  down 
from  an  earlier  $1.77.  For  the  fiscal 
year  ending  Sept.  30,  1994,  Barron  cut 
her  estimate  to  $1.95  from  $2.10.  Her 


DISNEY:  IS  THE 
DECLINE  OVER? 


DATA:  BRIDGE  INFORMAIION  SYSTEMS  I 


estimates  are  among  the  lowest  on  the 
Street. 

Barron  thinks  it  will  be  some  time 
before  theme  park  revenues  will  re- 
bound to  a  normalized  rate  of  growth. 
Weak  competition  in  the  past  had 
shielded  Disney's  high  price  structure, 
notes  Barron.  But  stepped-up  promo- 
tion and  capital  spending  at  theme 
parks  operated  by  Time  Warner  and 
MCA,  among  others,  have  all  contribut- 
ed to  the  attendance  decline  at  the  Or- 
lando resort. 


THREE  BANKS  WITH 
GREAT  FIGURES 


B 


ob  Bonelli  was  a  banker  before 
he  switched  to  Wall  Street  in 
1991  as  a  money  manager.  Now 
he  is  hot  on  his  old  bailiwick.  "Banks 
have  never  looked  better  than  they  do 
now,"  explains  Bonelli,  who  heads  the 
Ernst  Financial  Group's  Bank  Equity 
Fund.  "And  I  expect  they  will  be  the 
next  group  that  will  get  caught  up  in 
the  new  takeover  frenzy." 

The  fund  has  invested  $6  million  in 
20  stocks,  many  of  which,  says  Bonelli, 
are  buyout  bait.  Among  the  tempting 
targets,  he  believes,  is  Comerica,  one 
of  the  largest  bank-holding  companies 
in  Michigan,  with  assets  of  $25  billion; 
Provident  Bankshares,  parent  company 
of  Provident  Bank  of  Maryland,  a  full- 
service  bank  in  Baltimore,  with  38 
branches;  and  Magna  Group,  the  third- 
largest  bank-holding  company  in  St. 
Louis. 

All  have  strong  balance  sheets  and 
adequate  reserves,  a  growing  loan  vol- 
ume, and  healthy  double-digit  earnings 
growth,  says  Bonelli.  Comerica  is  one 


of  the  best  bargains  among  the  nil 
als,  he  says.  The  stock  history 
trades  at  a  price-earnings  multip 
12.  Now  trading  on  the  Big  BoaL 
27,  its  p-e  is  just  9.  Bonelli  figure! 
merica  will  earn  $3.20  a  share  thisfl 
and  $3.70  next  year.  Based  on  tr 
ings  alone,  the  stock  is  worth  31 
says.  Buyout  value:  40. 

Provident  Bankshares  may  bl 
other  undervalued  play.  Trading 
NASDAQ  at  17'/2,  the  stock  is  sellinft 
low  its  book  value  of  more  thanM 
With  its  solid  franchise  in  Baltiik 
Provident  is  worth  30  to  35  in  a  & 
over  deal,  says  Bonelli.  Magna, 'n 
assets  of  $4  billion,  may  become  aiii 
over  target  because  of  its  dominan 
central  Illinois  and  northeast  Mista 
Bonelli  figures  the  NASDAQ  stocky 
18%,  is  worth  25  based  on  earfl 
growth  alone.  In  a  buyout,  Mi 
should  fetch  30,  Bonelli  says. 


OLD  REPUBLICS 
BIG-NAME  FANS 


F 


I  or  a  pretty  conservative  projrt 
and-casualty  insurance  comir 
Old  Republic  International  ht  o 
lected  a  mighty  impressive  groi 
aggressive  investors.  Among  t3 
George  Soros,  Mike  Steinhardtas 
the  Odyssey  Partners. 

What  gives?  For  one  thing,  01 E 
public  shares  have  been  big  wine 
since  1990— and  they're  still  on  thcis 
This  year,  the  Big  Board  stock  clilb 
from  21  in  late  May  to  25%,  afa 
hefty  45%  advance  last  year.  Ye!6 
Republic  shares  are  only  tradingat 
price-earnings  multiple  of  10— or  M 
discount  to  its  peer  group's  p-e.  | 
"Old  Republic  shares  represei:  t 
tractive  value"  when  compared  yi 
other  multiline  insurers,  argues  to 
Manning,  an  analyst  at  Prudenti;lS 
curities.  Old  Republic  derives  it 
75%  of  its  earnings  from  the  proirt 
casualty  business.  Recently,  tithai 
mortgage  insurance  have  been  a;  a 
ditional  source  of  big  earnings  grW 
The  outlook  there  is  favorable,  jd< 
Manning,  because  of  improving  itf 
kets  for  those  businesses. 

Investment  Manager  Manny  » 
traub  at  New  York's  Shelby  Cii 
Davis  has  added  to  Shelby's  sta? 
Old  Republic  because  of  the  "incrtsi 
value  that  we  see  in  the  companj* 
a  niche  player  in  such  fields  as  '1 
ers'  compensation  insurance,  ma*g 
ment  has  shown  a  capacity  to  c([tr 
its  costs  and  risks  very  well,  a 
Weintraub. 
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considering  how  our  phone 
systems  affect  revenues, 
erhaps  we  should  consider 
a  new  design. 

How  would  you  like  a  phone         Lost  customer  calls  are  being 

m  that's  designed  not  only  for       recovered.  And  the  sales  just  keep 

ng  calls,  but  for  "  rolling  in. 

It's  not  simply  that 
ROLM  can  offer  more 
sophisticated  features 


ROLM  is  part  of  the 

Siemens  family. 
The  world's  largest 


private  communication  thap  Qther  pgX  vendors, 
systems  manufacturer 

 We  can.  But  we  also 


ng  money?  One  that 
'ou  pick  up  any  line, 
your  bottom  line? 
Sound  interesting? 
i  a  ROLM  system 

ound  downright  fascinating.  take  a  more  intelligent  approach  to 

In  the  case  of  OR.  England  &  putting  those  features  together  We 
,  inc.  trucking  company  ROLM       take  time  to 

study 
your 


;d  them  haul  in  a  26%.  increase 
nual  revenues.  Then  there's 
e  Premium  Supply  Company. 
)LM  system  supplied  them  with 
vo  increase  in  annual  sales. 
With  customer  after 
)imer,  we  hear  the  same 
'.  They  can  handle 
i  calls  m  less 
without 
"ig  people. 


business.  Find  out  how  it  all  works. 
Then  we  develop  a  customized 
solution  that  helps  your  business 
work  faster.  Leaner.  More  profitably. 

Call  us  at  I-800-ROLM-I23  to 
learn  more.  We'll  send  you  a  free 
video  featuring  a  number  of  ROLM 
business  success  stories. 

Once  you  see  for  yourself  how 
our  phone  systems  are  ringing  up 
sales,  we're  sure  you'll  find  our 
design  is  just  fine  as  is. 


A  Siemens  Company 


Industries 


AUTOS 


WHY  MERCEDES  IS 
ALABAMA  BOUND 

An  inside  look  at  the  state's  feverish  pitchwork 


Alabama  Governor  Jim  Folsom  Jr. 
was  relaxing  at  home  on  Satur- 
day, July  31,  when  an  urgent  call 
came  in  from  Billy  Joe  Camp,  the  state's 
development  director.  Camp  had  a  hunch 
that  Mercedes-Benz  officials  were  about 
to  pick  the  finalists  in  the  multistate 
scramble  for  a  $300  million  U.S.  assem- 
bly plant  where  1,500  workers  would 
build  luxury  sport-utility  vehicles.  If  Fol- 
som wanted  to  keep  Alabama  in  the 
race.  Camp  warned,  the  governor  had 
better  be  ready  for  a  second  lobbying 
journey  to  Germany. 

Three  days  later,  Folsom  was  winging 
his  way  to  Stuttgart  with  Camp  and 
two  state  legislators.  Intent  on  winning 
what  Folsom  calls  "an  industrial  crown 
jewel,"  they  spent  just  90  minutes  in 
Spartan  temporary  offices  at  a  former 
railcar-repair  depot  pitching  Alabama's 
worker-training  program  to  a  handful 
of  young  Mercedes  executives.  The  Ala- 
bamans also  strove  to  reverse  the  state's 
image  as  a  redneck,  racist  backwater. 
"We  have  been  working  very  hard  to 
present  the  real  Alabama,"  says  Folsom, 
who  pitches  the  state  as  an  emerging 
leader  of  the  New  South. 

Before  Mercedes  picked  Alabama  as 
the  surprise  winner,  state  officials  made 
one  more  rush  visit  to  Germany.  By  that 
time,  they  had  given  Mercedes  manag- 
ers a  helicopter  tour  of  the  1,000-acre 
site  near  Vance,  a  small  town  between 
Tuscaloosa  and  Birmingham;  they  prom- 
ised more  than  $200  million  in  job-train- 
ing, tax  breaks,  and  other  incentives 
and  even  offered  to  rename  a  section 
of  Interstate  20/59  the  "Mercedes-Benz 
Autobahn." 

Whatever  worked  was  worth  it:  Ala- 
bama—which beat  out  34  states— will  get 
a  big  economic  boost  from  the  planned 
factory.  .But  the  German  auto  maker  has 
even  more  riding  on  the  choice.  The 
new  plant  and  Jeeplike  sports-utility  ve- 
hicle scheduled  for  production  there  in 
1997  are  key  elements  of  Mercedes'  des- 
perate bid  to  reinvent  itself.  The  compa- 
ny has  a  30%  cost  disadvantage  against 
Japanese  and  U.  S.  competitors— and  has 
seen  its  share  of  the  luxury  market  slip 


in  the  past  four  years.  Mer- 
cedes' "costs  are  too  high," 
says  Andreas  Renschler,  the 
35-year-old  president  of  Mer- 
cedes-Benz Project  Inc.,  the 
subsidiary  that  will  run  the 
U.  S.  venture. 

Just  as  Saturn  represent- 
ed General  Motors  Corp.'s 
last-ditch  attempt  in  the 
1980s  to  compete  head-on 
with  Japan,  Mercedes  offi- 
cials hope  this  project  will 
help  them  keep  Japanese 
luxury  brands  at  bay.  For 
the  first  time,  Mercedes 
plans  to  fully  adopt  the  lean- 
production  techniques  devel- 
oped by  Japanese  carmak- 
ers and  become  a  truly 
global  manufacturer. 
PRODUCTIVITY  GAP.  That's  a 
tall  order.  For  decades,  Mer- 
cedes officials  concede,  the 
company's  engineers  have 
pursued  automotive  excel- 
lence with  little  regard  to 
costs.  Its  factories  were  ex- 
travagant. A  study  by  Mas- 
sachusetts Institute  of  Tech- 
nology in  the  late  1980s 
found  them  among  the  least 
efficient  in  the  world.  In 
some,  the  space  for  re- 
pairing finished  autos 
equaled  the  entire 
square  footage  of  Japa- 
nese plants.  The  result- 
ing productivity  gap  is 
behind  Mercedes-Benz 
Chairman  Helmut 
Werner's  recent  vow 


It  was  Renschler' s  task 
to  locate  the  plant  outside 
Germany.  Now,  he's 
responsible  for  it 


to  cut  27,000  jobs  by  1995  and  behind 
the  pressure  from  parent  Daimler  Benz 
to  slash  $2.3  billion  from  Mercedes'  car 
and  truck  operations  this  year  alone. 

By  1991,  Mercedes  executives  were 
already  trying  to  catch  up.  They  had 
formed  brainstorming  groups— called 
Querdenker  in  German,  meaning  "diago- 
nal thinkers"— to  identify  radical  new 
ways  of  designing  and  building  cars. 
One  such  group  0.  K.'d  a  feasibility 


study  for  a  Id 
sports-utility  vel 
dubbed  Multi-Pd 
Vehicle,  or  MPV— 
mainly  at  the 
"It's  the  biggest) 
ket  in  the  world  for  this  type  oil 
says  Renschler. 

To  manage  the  venture.  Merj 
turned  away  from  its  established  <J 
tive  ranks.  Although  with  the  cor] 
just  four  years,  Renschler,  then  dj 
to  Werner,  was  named  to  hea| 
project.  He  assembled  a  team  of 
25  youthful  product  planners,  engij 
and  marketers.  They  set  up  shou 
temporary  office  in  Stuttgart's  incf 
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•rtiirkheim  district.  There  they 
w  work  16-hour  days,  subsisting 
'ered  pizzas. 

;hler's  brief  was  a  bold  one:  Find 
mtside  Germany.  Until  now,  all 
es  autos  have  been  built  there, 
for  a  few  thousand  assembled 
nported  kits  in  "screwdriver" 
!n  such  places  as  South  Africa. 


the  plant  should  break  even  at  produc- 
tion levels  as  low  as  40,000  vehicles 
annually. 

By  March,  the  team  had  decided  to 
build  in  the  U.  S.  to  be  close  to  its  tar- 
get market  and  avoid  the  penalties  of 
currency  swings.  On  Apr.  5,  Werner  and 
other  Mercedes  officials  outlined  their 
plans  and  promised  to  break  ground  this 
year.  They  began  considering  more  than 
100  sites  in  35  states  from  California  to 
the  East  Coast. 

As  they  sifted  the  possibilities,  their 
biggest  concern  was  transportation  costs. 
The  mpv  will  be  built  only  in  the  U.  S., 
and  Mercedes  expects  to  export  at  least 
half  the  vehicles.  So  the  team  zeroed  in 
on  areas  near  Atlantic  or  Gulf  seaports, 
major  highways,  and  rail  lines.  Construc- 
tion consultant  Fluor  Daniel  Inc.  was 
brought  in  to  aid  the  search.  It  sup- 
plied a  map  of  the  U.  S.  with  the 
prime  search  area— a  crescent- 
shaped  swath  from  New  York 

ROAPMAP  TO  AMERICA 

How  Mercedes  decided  where  to 
build  its  first  car  factory  in  the  U.S. 


JANUARY,  1993  Worldwide  site-selection 
process  begins. 

APRIL  Mercedes  announces  it  will  build 
in  the  U.S.  and  hires  consultant  Fluor 
Daniel  to  aid  in  the  search. 
MAY  12  In  a  Stuttgart  meeting,  Fluor  Daniel 
proposes  that  the  search  focus  on  a  banana 
shaped  swath  of  the  Southeast  U.S.  where 
transportation  costs  will  be  lowest. 
LATE  JULY  Using  assumed  names  to  avoid  detection,  a 
six-member  fact-finding  team  visits  six  final  sites  in  whirl- 
wind 14-day  trip. 

AUG.  3  Alabama  Governor  James  Folsom  and  three  other 
state  officials  make  a  hasty  lobbying  trip  to  Stuttgart. 
LATE  AUGUSTA  1 2-member  site-selection  team  pares  the  list 
to  three  finalists-Alabama,  North  Carolina,  South  Carolina 
SEPT.  13  At  a  Stuttgart  meeting,  the  team  picks  final  winner. 
The  next  day,  the  Mercedes-Benz  board  approves. 
SEPT.  24  Winning  state  Alabama  is  notified. 


im  narrowed  the  search 
;h  America,  figuring  the 
sd  costs  there  of  labor, 
and  components  would 

st. 

ing  a  lid  on  costs  is  cru- 
ircedes  plans  to  price  the 
der  $30,000-about  the  same  as 
cded  Jeep  Grand  Cherokees.  Yet 
it's  65,000-vehicles-a-year  produc- 
ces  it  at  a  disadvantage  to  vol- 
sducers  such  as  Chrysler  Corp., 
Duilds  twice  that  many  Grand 
ees.  Mercedes  hopes  to  match 
nd  Cherokee's  10  hours  per  vehi- 
issembly  labor,  but  with  Mer- 
pality.  Still,  Werner  says  that 


j6 


to  Texas— shaded  to  desig- 
nate increasing  shipping 
fees.  Two  Midwestern 
sites— with  the  advantage 
of  being  in  the  center  of  the 
market— also  made  the  cut:  Omaha  and 
a  former  Caterpillar  Inc.  factory  in  Dav- 
enport, Iowa. 

The  age  distribution  and  mix  of 
skilled  and  semi-skilled  workers  were 
also  considered.  Renschler  insists  that 
right-to-work  laws  and  low  unionization 
weren't  a  factor  in  the  decision— and 
points  out  that  some  Mercedes-owned 


Freightliner  truck  plants  in  the  U.  S. 
are  unionized. 

To  avoid  a  circus  atmosphere,  Rensch- 
ler and  his  team  tried  to  keep  their  vis- 
its and  deliberations  secret.  When  the 
press  got  wind  of  the  project's  code 
name,  Rosewood,  it  was  changed  to  the 
German  equivalent,  Rosenholz.  Team 
members  traveled  under  assumed 
names— a  ploy  that  meant  Mercedes 
Managing  Director  Dieter  Zetsche's  sec- 
retary couldn't  even  get  through  to  him 
at  the  Omni  Hotel  in  Charleston,  S.  C. 
DUELING  GOVERNORS.  Of  course,  there 
were  mishaps.  To  avoid  reporters  who 
got  wind  of  a  secret  meeting  at  the 
Greensborough  (N.C.)  airport,  "we  all 
went  traipsing  out  back  doors,"  recalls 
Fluor  Daniel  consultant  William  Dorsey. 
On  another  occasion,  Dorsey  was  chat- 
ting with  Folsom  at  the  North  River 
Yacht  Club  in  Tuscaloosa  when  his  cellu- 
lar phone  rang.  He  excused  himself  to 
answer  and  found  himself  speaking  with 
North  Carolina  Governor  Jim  Hunt 
Jr. 

The  final  cut  came  Sept.  13.  The 
12-member  site-selection  team  as- 
sembled in  the  small,  second-floor 
meeting  room  in  the  Unterturkheim 
headquarters.  From  8  a.m.  until  2  p.m., 
the  group  discussed  the  merits  of  the 
three  finalists— North  Carolina,  South 
Carolina,  and  Alabama.  From  the  be- 
ginning, everyone  agreed  on  Ala- 
bama except  two  Fluor  Daniel  em- 
ployees who  argued  for  North 
Carolina.  But  they  were  soon  won 
over.  Ironically,  Alabama's  Camp, 
sniffing  another  important  meet- 
ing, arrived  with  other  officials 
that  same  day.  After  the  team 
adjourned,  several  Mercedes 
officials  dined  with  the  group, 
telling  them  they  still  had  a 
good  shot  at  winning. 

In  the  end,  gut  feelings 
carried  the  day.  The 
three  finalists  were  in  a 
dead  heat  when  it  came  to 
business  climate,  education 
levels,  and  transportation. 
Alabama's  incentive  pack- 
age was  a  bit  richer  than 
North  and  South  Caroli- 
na's,  but  Mercedes  officials 
say  long-term  operating  costs  in  all  three 
locations  were  roughly  equal.  "Whether 
you  get  $10  million  more  or  less  in  one 
state  doesn't  make  any  difference,"  says 
Renschler.  The  deciding  factor  was  Al- 
abama's zeal.  "We  sensed  a  much  higher 
dedication  to  our  project,"  says  Zetsche, 
the  managing  director.  And  one  final 
factor  didn't  hurt:  the  wooded,  rolling- 
hills  around  the  site  reminded  the  Ger- 
mans of  the  Swabian  countryside  near 
Stuttgart. 

By  David  Woodruff  in  Detroit  and 
John  Templeman  in  Stuttgart 
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THEATER  OF  OPERATIONS:  PLAYWRIGHT  REAVES  WORKING  AT  HOME    WITH  HIS  HOT  GEAR 


STALKING 

THE  $5  BILLION  NERD 

Computer  jocks  sure  get  ribbed,  but  they're  no  joke  to  PC  giants 


John  S.  Rea\ es  may  seem  as  far 
from  the  high-tech  world  as  you 
can  got.  A  struggling  playwright 
in  Manhattan,  he  spends  much  of  his 
time  working  on  experimental  plays  that 
combine  dance  movement  and  drama  for 
the  Gertrude  Stein  Repertory  Company. 
But  walk  into  his  small  apartment  and 
you'd  think  he  was  running  a  program- 
ming s  '  -  1  is 
crammed  with  S25.000  worth  of  person- 
al-computer equipment.  Yes.  beneatl 
this  mild-mannered  playwright's  ex- 
terior Ivats  the  heart  of  a  supernerd. 

Computer  makers  are  finding  there 
are  a  lot  of  John  Reaveses— customers 
- 

- 

pocket  protectors.  There 
forty; 

-  - 


And  PC  makers  want  them.  IBM  has 
launched  the  Ambra  mail-order  subsidi- 
ary to  reach  these  power  users,  and 
Dell  Computer  Corp.  recently  added  the 
Dimension  Xi'S  line  for  the  same  set  of 
customers.  "I  call  them  heat  seekers." 
says  .lames  Cannavino.  head  of  IBM's 
Personal  Systems,  which  has  Ambra  un- 
der its  umbrella.  "You  find  them  in  eve- 
ry area.  In  golf,  they  have  to  have  the 
latest  clubs."  Officially.  IBM  calls 
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MtE  YOU  ENHANCED? 

Enhanced  users  live  on  the 
«»Hing  edge  of  technology, 
I    buying  the  hottest  hardware  and 
I    software  months  before  most  PC 
I      buyers  know  it  exists.  Who  are 
I  these  people? 
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NOT  NfCfSSARlLY  NERDS 

conso  fonts,  with  little 
fcrmol  computer  training 


1 40  : .  S  Nri; 


HARD  SEUS  Brood  nomes  o 

rlt  ad  campaigns  doni 
nlressther;  They -on.  proof 

She  P-doct  performs 


them  "enhanced  users."  and 
them  "techno-wizards."  IBM  es 
that  this  group  buys  20%  of  the 
sold  in  the  U.  S.  And.  both  IBM  ; 
say,  demand  among  these  most 
ing  customers  is  growing  20% 
twice  as  fast  as  the  total  mark 

DO-IT-YOURSELFERS.  "We 

of  this  market  as  a  niche,  but  th 
think."  says  Tom  Martin.  Dell's  i 
ing  director.  New-think.  Marti; 
recognizes  that  this  is  roughly  a 
Hon  market  peopled  by  doctors,  1 
small-business  owners,  and  othei 
know  types  who  use  their  con 
for  everything  from  running  the 
es  to  creating  music  videos 

The  only  trouble  is.  no  one  is  1 
grow  rich  selling  to  these  cusl 
They  demand  the  latest  technolo 
they  also  know  that  no  PC  make 
unique  product,  at  least  not  for 
guy  like  Reaves  will  call  20 
numbers  to  shave  $100  off  a  $2,( 
chine.  And  techno-wizards  woul 
caught  dead  in  a  computer  sfc 
Dr.  Lorin  Press,  a  heat-seeking  c 
mologist  from  New  Jersey,  p 
"Computer  stores'?  Ninety  percen 
people  there  are  idiots.  They  h 
dumbest  employees  I  ever  saw' 
Enhanced  users  also  don't  pu 
stock  in  whether  the  manufactui 
still  be  in  business  next  year 
mostly  buy  IBM -standard  machim 
pie's  Macintosh  is  dismissed  as  a 
priced  yuppie  computer— so  they 
they  can  always  find  parts  some 
Anyhow,  by  next  year  they'll  be 
up  to  something  new.  Nor  are  tl 
pressed  by  service  contracts,  sin 
usually  fix  their  PCs  themselves; 
you  are  paying  for  when  you  bu 
Dell  or  another  big  company  is 
and  reliability.  But  you  pay  a  pi 
for  that,  and  I'm  not  willing 
says  Mark  D.  Nathans,  a  tinand 
sultant  with  Acumen  Internatior 
in  Cambridge.  Mass  Tm  technica 
ficient  enough  to  handle  most  pr 
on  my  own." 

Most  of  all.  brand  names  cut  n 
tard  with  this  group.  They  ci 
themselves  far  too  knowledgeable 
for  a  glitzy  ad  campaign  or  a 
label.  The  only  manufacturer  wit 
in  this  market  is  Gateway  20( 
South  Dakota  ma 
house  with  a  rep. 
tor  high-end  ted 
at  rock-bottom 
But  even  Gatews 
count  on  brand  i 
Nathans  savs  he 
ly  considered  Gi 
when  he  had  to 
4Sa?  PC  for  his  oft 
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FREE  REPORTS  FROM  34 
OF  THE  FASTEST-GROWING 
COMPANIES  IN  AMERICA 


Ihc  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
ittached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using 
lata  provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
)f  at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
md  stock  price  —  none  under  $2.00  per  share. 

Only  15%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this  free  offer 
if  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


1  America  Online,  Inc. 

consumer  online  services 

I  Amerihost  Properties,  Inc. 

hotel  management,  acquisition,  development 

3  Applied  Materials,  Inc. 

worldwide  supplier  of  wafer  fab.  equipment 

4  ARBOR  National  Holdings,  Inc. 

mortgage  banking 

5.  Barrett  Business  Services,  Inc. 

employee  leasing  and  temporary  staffing 

6  Biogen,  Inc. 

development  of  biopharmaceuticals 

7.  Callaway  Golf  Company 

golf  club  designer  and  manufacturer 

8  Creative  Technologies  Corp. 

designs,  mfgs.,  &  sells  small  appliances 

9  Crompton  &  Knowles  Corporation 

specialty  chemicals  and  machinery 

0  Destec  Energy,  Inc. 

independent  power  company  I  cogeneration 

1  Frozen  Food  Express  Industries,  Inc. 

largest  food  trucker,  record  profits 

2.  Goody's  Family  Clothing,  Inc. 

moderately  priced  fashion  retailer 

3  Green  Tree  Financial  Corporation 

leading  financial  services  company 

4  Input/Output,  Inc. 

manufacturer,  high-tech  seismic  equipment 

5  Jack  Henry  &  Associates,  Inc. 

computer  software  for  banks 

6  Jennifer  Convertibles,  Inc. 

specialty  furniture  retailer 

7.  Leasing  Solutions,  Inc. 

high-tech  vendor  leasing 


18  The  Midland  Company 

insurance /river  transportation / sportswear 

19  Motorola,  Inc. 

wireless  communications  I  semiconductors 

20  Pace  American  Group,  Inc. 

1 7th  largest  surety  company  in  U.  S. 

21  PacifiCare  Health  Systems,  Inc. 

managed  health  care 

22.  Penn  Treaty  American  Corporation 

long-term  care  insurance 

23  Pharmacy  Management  Services,  Inc. 

workers'  comp  medical  cost  containment 

24  Physician  Corporation  of  America 

health  maintenance  organizations 

25  Regional  Acceptance  Corporation 

finances  purchase  of  late  model  cars 

26  Rollins,  Inc. 

pest  control,  lawn  care,  plantscaping,  security  sys. 

27  S3  Incorporated 

manufacturer  of  graphics  accelerator  chips 

28  Schuler  Homes,  Inc. 

residential  real  estate  developer 

29  Swift  Energy  Company 

acquires  &  explores  for  oil  &  natural  gas 

30  Synopsys,  Inc. 

software  for  design  of  integrated  circuits 

31  Telephone  and  Data  Systems,  Inc. 

telephone  'cellular  paging  communications 

32  VMARK  Software,  Inc. 

database  management  software  and  services 

33  Wall  Data  Incorporated 

connectivity  software  products 

34  Xircom,  Inc. 

leader  in  networking  portable  PCs 


'lease  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive, 
'our  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  12/10/93. 
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>.  Private  Investor  B.  Stockbroker 
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C.  Securities  Sales  Manager 
G.  Certified  Financial  Planner 


D.  Security  Anah  st 
H.  Other 
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State_ 
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decided  to  keep  shopping  around,  in  part 
because  of  reports  that  Gateway  was 
having  trouble  filling  orders.  He  ended 
up  buying  from  little-known  EPS  Technol- 
ogies Inc.  Why?  "The  price  was  right," 
he  says. 

Still,  both  Dell  and  IBM  see  Gateway 
as  the  one  to  beat  in  the  techno-wiz 
market.  Dell  is  now  running  ads  in  a 
dozen  computer  publications  that  spe- 
cifically k<>  after  Gateway.  David  B.  Mid- 
dleton,  president  of  IBM's  Ambra,  candid- 
ly admits  that  he  wants  those  "enhanced 
buyers  who  were  considering  Gateway." 

Middleton,  however,  has  one  tough 
sell  ahead  of  him.  IBM  is  one  brand  the 
techno-wizards  agree  on:  They  hate  it. 
"Anyone  who  knows  anything  about  PCs 
tends  to  hate  IBM,"  asserts  Jake  A. 
Bauer,  president  of  Annapolis  (Md.)- 
based  Bauer  &  Associates  Inc.,  an  inde- 
pendent consultant  who  installs  comput- 
er systems  for  small  businesses.  "This  is 
based  on  the  absolute  fact  that  IBM  has 
consistently  throughout  the  history  of 
the  PC  underdesigned  their  machines." 
IBM  shouldn't  take  it  too  hard:  Bauer 
doesn't  think  any  IV  maker  measures 
up.  He  built  his  four  PCs  himself. 
resisting  IBM.  Part  of  IBM's  motivation 
in  chasing  the  techno-wizards  is  to  kill 
the  old  image  of  IBM  PCs  as  high-priced 
and  trailing-edge.  That's  why  the  new 
unit  is  called  Ambra— to  make  the  point 
that  these  PCs,  which  are  being  assem- 
bled by  sci  Systems  Inc.  in  Huntsville, 
Ala.,  are  completely  different  from  the 
rest  of  IBM's  product  line.  Power  users, 
however,  are  waiting  to  be  impressed. 
They  are  aware  of  Ambra— some  say 
they  are  even  willing  to  investigate  the 
machines— but  few  speak  with  enthu- 
siasm. It  hasn't  helped  that  IBM  has  had 
trouble  filling  initial  orders,  a  problem 
Ambra  officials  say  is  now  cleared  up. 

■'I'm  afraid  what  we're  seeing  is  that 
IBM  has  been  written  off  in  the  mind  of 
power  users,"  says  Clyde  Washburn, 
who  sells  circuit  boards  for  upgrading 
PCs.  It  doesn't  even  matter  if  Ambra 
turns  out  to  be  a  great  machine,  he 
says.  "Most  of  the  power  users  we  talk 
to  seem  to  have  decided  that  their  fu- 
ture plans  don't  include  IBM."  Which  may 
lie  why  Gateway  President  Ted  Waitt 
says  of  the  Big  Blue  attack,  "Now  that 
I've  seen  what  they're  doing,  I'm  not 
losing  any  sleep  over  it." 

But  one  IBM  sales  official  says  any 
gains  among  the  techno-elite  are  wel- 
come: "We  owned  zero  percent  of  this 
market  up  to  now.  If  we  pick  up  10%  to 
15%  of  something  we  never  had  a  share 
of  before,  that's  good."  That's  why  all 
those  supernerds  out  there  can  expect  a 
lot  more  courting  from  the  big  brands. 

By  Catherine  Arnst  in  New  York,  with 
bureau  reports 
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THE  CLEAVERS 
ENTER  CYBERSPACE 


On-line  services  give  millions  access  to  Internet's  E-mail  worl 


Is  Middle  America  ready  for  the 
Internet?  The  worldwide  web  of 
some  45,000  networks  has  been  an 
underground  movement  of  sorts— a  cy- 
berspace hangout  where  researchers, 
students,  and  techies  spend  hours  tap- 
ping into  data  bases  and  discussing  the 
most  esoteric  of  subjects  in  electronic 
forums.  But  with  Internet  doubling  in 
members  during  the  past  year— to  15 
million— demand  is  spreading  to  ordi- 
nary consumers.  Still,  Internet  is  pretty 
hard  to  navigate.  "You  have  to  learn  a 
rather  arcane  language  of  commands," 
says  Howard  Funk,  an  associate  with 
the  Internet  Society,  a  user  group. 

That's  where  the  more  user-friendly 
consumer  networks  see  dollar  signs.  In 
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PRODIGY  ON  SCREEN:  NOT  ALL  MESSAGES  WILL  BE  FREE 

November,  Prodigy,  the  No.  1  on-line 
service,  will  offer  its  2  million  members 
a  simple  electronic  mail  "gateway"  to 
Internet.  And  America  Online,  the  fast- 
est-growing service,  will  offer  its  350,000 
members  some  of  the  Internet's  more 
advanced  features.  That  will  put  the 
generally  well-heeled  suburbanites  on 
these  services  in  touch  with  folks  they 
might  not  meet  otherwise. 
KEY  LINKUP.  For  Prodigy,  a  money-losing 
joint  venture  between  IBM  and  Sears, 
Roebuck  &  Co.,  the  linkup  represents 
a  big  opportunity.  President  and  CEO 
Ross  S.  Glatzer  calls  Internet  "a  Wild 
West  show"  that  will  never  become  the 
backbone  of  a  national  data  superhigh- 
way unless  it's  usable  by  mere  mortals. 
That  view  is  shared  by  America  ( Inline 


as  well  as  1.3  million-member  CI 
Serve  and  400,000-member  GEnil 
offer  Internet  E-mail  gateways.  Bill 
oney,  director  of  the  Electronic! 
Assn.,  a  trade  group,  predicts  sucl 
may  become  the  most  popular  vJ 
tap  into  Internet. 

And  not  just  for  E-mail.  Late| 
month,  Vienna  (Va.)-based  Ameri| 
line  will  let  members  join  Intel 
4,000  bulletin  boards  where  peopl 
bate  everything  from  Beavis  and! 
head  to  NAFTA.  AOL  users  can  also  I 
to  Internet's  electronic  libraries.  I 
Even  those  consumers  with  tecj 
fortitude  had  no  way  to  join  Ini 
until  recently.  Most  people  must  J 
counts  from  companies,  research! 

or  universities  thai 
service  fees— avenj 
$40,000  per  year  I 
company.  The  onlif. 
service  that  has  lJ 
unaffiliated  roam  fr| 
Delphi  Internet  SeJ 
Inc.,  in  Cambridge,  I 
Recently  acquire® 
News  Corp.,  the  1(1 
member  network  sal 
trying  to  make  Inl 
friendlier  for  subsca 
who  pay  $20  per  mni 
But  bringing  the  I 
es  to  Internet  poses! 
issues.  Foremost  iM 
ing.  While  Intern! 
are  accustomed  to  * 
ping  scores  of  E-mail  notes  pel 
Prodigy  provides  just  30  free  me! 
per  month  and  plans  to  charge  11 
every  Internet  message  thera 
"That's  not  what  your  standard  Inl 
user  now  enjoys,"  says  Funk. 

Still,  the  consumer  influx  represi 
huge  addition  to  what  is  alreacl 
world's  biggest  electronic  comirl 
And  it's  hard  to  predict  what  the  I 
nation  might  yield.  Stephen  C.  D(l 
Prodigy's  manager  of  E-mail,  em 
big  demand  from  Prodigy  member! 
kids  in  college  on  Internet.  So,  exl 
tide  of  E-mail  from  parents  mlg 
their  kids  to  visit— followed  by  a  wl 
replies  asking  for  money. 

Bq  Evan  I.  Schwartz  in  White  j(t 
N.  Y. 
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1IFFING  OUT 
NFAIR  LENDERS 


dii's  watchdogs  are  on  the  prowl — and  showing  unusual  zeal 


anks  are  used  to  federal  regula- 
tors making  requests  for  informa- 
tion. But  not  like  this.  In  May, 
fice  of  the  Comptroller  of  the  Cur- 
asked  a  unit  of  Los  Angeles-based 
Interstate  Bank  Ltd.  to  sort  its 
n  mortgage  lending  180  different 
Examiners  wanted  to  see  how 
nterstate  evaluated  its  loan  appli- 
by  race,  sex,  and  income  level, 
;  other  things.  The  bank's  corn- 
system  devoted  an  entire  day  to 
ing  the  massive  document  request, 
t  Interstate  is  one  of  perhaps  doz- 
banks  under  review  in  one  of  the 
1  Administration's  most  sweeping 
tory  efforts  to  date.  The  Adminis- 
i  has  made  no  secret  about  its  in- 

I  to  snuff  out  discriminatory  lend- 
ut  the  scope  and  muscle  of  the 
ve  has  caught  some  bankers  by 
;e.  No  fewer  than  six  different 
lment  entities  are  rifling 
h  bank-lending  records 
•over  practices  that 
fair  to  minorities. 

will  be  casu- 

in  this  be- 
the  govern- 

wants  to 
m  example," 
ohn  Relman, 
>r  of  the  Fair 
tg  Project  at 
ishington  Law- 
]ommittee  for 
Lights. 

H-HUNT."  The 

irt  press  is  but- 
i  by  the  aggres- 
ctics  used  in  pre- 

II  inquiries.  Examiners 

dng  sworn  testimony.  Enforce- 
ittorneys  and  court  reporters  are 

scene  even  before  evidence  has 
imassed.  Testers  have  been  de- 

to  provide  case  studies  of  how 
ly  situated  loan  applicants  from  an 
of  races  are  judged.  And  custom- 
ize being  queried  to  determine 
er  race  affects  the  quality  of  ser- 
offered.  "It  almost  seems  like 
e  on  a  witch-hunt,"  says  one 


branch  manager  of  a  mortgage  company 
under  review. 

First  Interstate  officials  won't  com- 
ment except  to  say  they  are  committed 
to  fair  lending.  But  NationsBank,  Char- 
lotte, N.  C,  which  just  finished  an  in- 
tensive three-month  OCC  exam,  says  the 
Fed's  demands  went  far  beyond  the 
norm.  The  adversarial  nature  of  these 
probes  has  some  in  the  industry  wonder- 
ing whether  they  are  presumed  guilty. 
"In  a  normal  situation,  examiners  don't 
feel  the  need  to  get  each  syllable  on 
the  record,"  says  Robert  H.  Ledig,  a 
banking  lawyer  in  Washington.  "Sitting 
there  with  a  court  reporter  and  a  raised 
right  hand  doesn't  exactly  encourage 
the  free  flow  of  discussion." 

Nonetheless,  the  strategy  is  working. 
The  comptroller's  office, 


JRS 


THE  FEDS 


HAVE  UNCOVERED 
RACIAL  DISCRIMINATION  IN 
BANKS'  LENDING  PRACTICES 


which  has  completed  8  of  its  promised 
20  fair-lending  examinations  this  year, 
has  already  unearthed  enough  evidence 
to  warrant  referrals  to  the  Justice  Dept., 
confirms  Stephen  Cross,  the  OCC's  depu- 
ty comptroller  for  compliance.  Cross  says 
the  agency  has  found  patterns  of  dis- 
parate treatment  for  whites  and  blacks 
as  well  as  instances  in  which  the  terms 
of  loans  approved  for  whites  are  better 
than  those  offered  minorities.  The  Jus- 
tice Dept.  is  working  up  about  a  half- 
dozen  cases  of  its  own,  spurred  by  the 
interest  that  Attorney  General  Janet 
Reno  has  shown  in  fair-lending  matters. 
murky  business.  The  government's  in- 
tensity is  setting  the  stage  for  a  show- 
down between  regulators  and  bankers. 
Legal  experts  contend  that  the  law  is 
murky  about  how  to  prove  discriminato- 
ry behavior.  The  rub  comes  from  con- 
duct that  bankers  may  view  as  sound 
business  but  regulators  consider  fla- 
grantly discriminatory.  "This  is  almost  a 
new  frontier  for  the  civil-rights  enforce- 
ment apparatus,"  says  Charles  J.  Cooper, 
an  alumnus  of  the  Justice  Dept.'s  Civil 
Rights  Div.  under  Ronald  Reagan. 

Further  complicating  matters  is  the 
use  of  government  testers  who  pose  as 
loan  applicants.  The  Housing  &  Urban 
Development  Dept.  is  working  with  a 
civil  rights  group,  which  uses  both 
whites  and  minorities  to  fill  out  loan 
applications  with  identical  finan- 
cial information  to  see 
whether  they  are  treated 
alike.  The  OCC  has  plans 
for  similar  reviews. 
Some  lawyers  ques- 
tion the  use  of  test- 
ers because  they 
provide  banks  with 
fraudulent  data.  "If 
I  were  defending  a 
bank,  I'd  want  to 
bring  in  evidence 
as  to  how  many 
crimes  the  govern- 
ment committed  to 
prove  I  was  a  bad 
guy,"  says  Ledig. 

Whatever  the 
government's  tac- 
^gg-^     tjcs>  th.e  crackdown 
is  sure  to  inspire 
bankers  to  step  up 
lending  to  minorities  and 
inner-city  communities.  But 
there's  only  so  much  the  regu- 
lators can  do  to  alter  deeply  in- 
grained attitudes.  That  aspect  of  re- 
form may  have  to  be  left  up  to  the 
bankers  themselves. 

By  Linda  Himelstein,  with  Kelley  Hol- 
land, in  New  York  and  Catherine  Yang  in 
Washington 
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When  the  best 

in  the  BUSINESS 
TE  AM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 


MoneyTalk 


Monday  -  Friday  7:30PM  (ET) 

€NBC 


Mmey  All  Day.  Talk  All  Night. 


For  cable  channel  ca^l  1-800-SM.ART-TV 


oris  Business 


HOCKEY  I 


RED  PENGUINS,  FREE  BEER, 
AND  HARD  ROCK 


The  Russian  Army  hockey  team  is  now  capitalism  on  ice 


■ 


UCKA-XMM 
2  1 


A  PITTSBURGH  INVESTORS  GROUP  PICKED  UP  50% 
OF  THE  RED  ARMY  CLUB  FOR  $1.2  MILLION 


F 


or  hockey  owners,  the  National 
Hockey  League  All-Star  contest  is 
a  schmoozing  extravaganza,  with 
business  often  at  center  ice.  Last  Febru- 
ary's match  in  Montreal  was  no  excep- 
tion. But  among  the  wheelers  and  deal- 
ers on  the  All-Star  cocktail  circuit  was 
an  unlikely  contingent  of  Russian  mili- 
tary officers  on  a  post-cold- war  mission: 
Find  deep-pocketed  Westerners  willing 
to  bail  out  the  Cen- 
tral Red  Army  Hock- 
ey Club. 

And  the  Russians 
scored  quickly.  They 
sold  50%  of  the  team 
to  Pittsburgh  Pen- 
guins Chairman  How- 
ard Baldwin  and  a 
small  group  of  inves- 
tors, including  Pen- 
guins star  Mario  Le- 
mieux  and  the  actor 
Michael  J.  Fox.  The 
price  was  $1.2  million, 


OH,  WHAT 
A  DIFFERENCE 


Pittsburgh 
Penguins 

Russian 
Penguins 

AVERAGE 

SALARY  $700,000 

$12,000 

BOX  SEATS  $47 

24c 

PRICE  OF 

HOT  DOG  $2 

40  <t 

TV  AUDIENCE    4.2  mill. 

1  50  mill. 

DATA  BUSINESS  WEEK 

barely  enough  to  keep  hem 
and  teammates  in  skates  I 
season.  The  prize  was  hall 
once-glorious  franchise  fall! 
hard  times,  its  fast-skating,  I 
sion-shooting  lieutenants! 
making  millions  in  Detroit,  I 
delphia,  and  Buffalo.  WhJ 
Russian  team  needed  to  sJj 
in  the  new  world  order,! 
Baldwin,  was  "a  new  mini 
It's  called  capitalism." 

And  Baldwin's  style  of  cl 
ism,  with  a  bow  to  P.T.  Bafl 
is  turning  the  staid  world  ol 
sian  hockey  on  its  head.  "Rl 
Penguins"  hockey  now  m 
with  laser  shows  and  rocB 
sic.  Some  nights  there's* 
beer.  On  others,  dancers  H 
tain  the  crowd  by  strippi« 
their  hockey  jerseys  to  lei 
beneath. 

In  late  September,  as  I 
dent  Boris  Yeltsin  and  the  ■ 
ment  battled  over  democB 
future,  fans  thronged  Mom 
once-austere  Ice  Palace.  VlB 
Zoyev,  40,  a  career  army  fl 
dressed  in  full  regalia,  tappH 
feet  to  Queen's  We  Will  Rock  YoM 
ing  from  speakers  after  the  first  w 
"Of  course  I  am  concerned  abo« 
country,"  he  said.  "But  I  love  hocB 
follow  the  duck.  The  glitz  has  ■ 
boost  attendance  at  Red  Army  ■ 
from  about  500  last  year  to  severaB 
sand  this  season.  Baldwin  isn't  gcB 
build  any  empires  with  the  takal 
the  ticket  window,  however.  FarH 
less  than  25<P  ffl 
best  seats— vs.  ■ 
Pittsburgh  gamjl 
looks  to  attentt 
only  to  stir  up  m 
ment  around  ■ 
team,  paving  thw 
for  more  ProW 


promotions. 

First,  Baldv 
shooting  for  cor 
sponsors.  With 
televised  acros 
country,  the  R 
Penguins  are  o\ 
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SPORTg 


Let's  assume  your  ATM  network  handles  1,4 
NE  \A/EEKl  ^<m  ^U>  0nty  t^nS  limiting  ih 


nsyou  can  handle  is  the  peak  capacity  of  your  computer  syst 
nes  are  causing  long  lines  during  peak  hours  you  could  be  losing  up  to 


50,000  TRANSACTIONS  -  «* 

speed  up  the  average  transaction  time  and  improve  customer  satisfaction, 
Ton  EMC's  disk  storage  solutions.  Tliey  allow  mainframe  and  midrange  computer 
terns  to  dramatically  increase  performance  without  costly  CPU  upgrades.  Lets 
i>  you  realize  a  25%  performance  gain.  And  tliose  350,000  transactions  don't 

to  the  competition.  At  $.75  per  transaction,  you'd  realize  a  revenue  increase  of 


62,500  each  week.  That's  over 


$13.6  MILLION 


a  year. 


how  we  can  help  you  handle  more  peak  performance 
nsactions  by  calling  1-800-424-EMC2,  extension  GM319B. 


1993  EMC  Corporal  ion.  EMC  is  a  trademark  of  EMC  Cor/). 


Diversification 
Made  Simple 


All  It  Takes  Is  One  Investment 

Fid  elir.  Asset  Manager  N  w  there  s  an  easier  was  tc  .11  • 
across  a  broad  range  of  securities  with  one  simple  investment 
This  fund  seeks  high  total  return  with  reduced  risk  over  the  long 
term  by  allocating  its  assets  among  domestic  and  foreign  stocks, 
bonds,  and  shon-term/monev  market  instruments. 


A  Record  of  Success. . . 

Fidelity  Asset  Manager  has : :    ird  an 

impressive  track  record  since  its  inception 
in  1988.  and  has  recently 
earned  the  highest  rating 
of  5  stars  from  Morningstar. 
For  your  long-term  goals 
consider  putting  Fidelity 
Asset  Manager  to  work  for 
you.  Stan  with  just  S2.5O0. 
There's  no  sales  charge. 


Avenge  Amua 


17.41 


14.92 


RATING 
★  ★★★★ 

Highest 


•m  UommgsfZT.  Inc. 
July  31.  1993 


It's  Easv  To  Transfer  Your 
m  To  Fidelity. 

Call  today  for  a  Fidelity  IRA  Fan  Kit  and  transfer 
form.  Start  your  IRA  with  just  $500. 

For  a  Free  Fact  Kit  Call  2-t  Hours 

1-800-5-W-3898 


Fidelity 


investments 

Cfjmmfm  iense.  L-rursmmrsn  reixdti. 


-■ 

for  a  free  ian  kii  comaiamg  a  cnnrem  prospeaas  ior  Hdete  Assei  Manager,  rah  more  compieie  imonnation. 
inciiitfcs  -haryt  and  expenses,  please  caD  or  vrne.  Bead  a  careniBv  before  von  invest  or  send  xaonei  -  *  V  of 

Toiai  rearms  art  msionna  and  mdnde  change  id  share  price  and  remvesrmern  of  dradend*  and  capita! 
gams  Tne  nine  commenced  operations  on  12/2S/88.  Mormagsia.  proprieian  ratings  reSea  tisaorical  risk- 
adinsed  performance  as  of  ~/31A»?  Tne  ratines  are  suinea  to  rhany  even  mccifii  Past  performance  is  no 

gTlirrarnfie  of  fame  reS-QS.  MornmESiar  ratings  '-tp  ralmlaiwi  fmm  The  fanrTs  Thrf»-ypar  arerggp  ttnrorel  Tfrorn 

ran  appropriate  iee  ad:usEneni  and  a  risk  faoor  ihai  reflects  fund  performance  relative  10  mree-momfa  Treasun 


players"  uniforms  or  ever  to  pi 
logo  under  the  home  ice.  .4 
they've  hue:  P:T.sburgh  fireafl 
:•.-.  is  marketing  Its  "American 
:eer  in  P.ussia.  The  Pengmos  arel 
with  McDonalds,  PepsaCo.  Bloc! 
Entertainment,  and  other  U.S. I 
nies.  offering  "ma.ior"  sr>ousorsifl 
kss  than  &5©fJ.000-Ubcro:  -.be  sizJ 
Russian  team's  payroIL 

For  bigger  money.  Baldwin  M 
posh  the  Red  Army  learn  into  Am 
'i~  billion  mar^e:  sports  pal 
nalia.  The  motels  are  tw  :  ex* 
teams:  Wall  Disney  Co.'s  AM 
Mighty  Ducks  and  Blockbuster  si 
Panthers.  Although  they  havenll 
a  regular  season  game  yet,  tfl 
:eams  are  towering  over  estal 

•  •  ••  :  •       •  ;.he  Ss>;  —  .if 

COOL  MASCOT.  ]  ans  to  J 

Russian  Penguins  on  a  promotiS 
(hruugb  tie  U.  S.  in  February.  IrB 
ke:  "here  a  sneering  duck  is  a  ■ 
er.  snazzy  Rassiaii  jerseys,  masel 
bar: tiers  might  make  a  splash.  Tm 
mascot,  says  Steven  Warshaw,  I 
Penguins  "._i  .-e-president  for  man 
"as  a   7-"        g  bird." 

Despite  all  the  merchandise 
Peagnms'  Russian  venture  doesl 
ey  angle.  Red  Army  eoaehl 
Tkuonov  is  a  hotkey  legend  whl 
hand  in  f eve'.: ting  suc-h  NHL  M 
Burial; 's  .-Jerander  Mogilny  afl 
tr-tit's  Serge:  Fedorov.  In  comnM 
the  Penguins  plan  to  send  young! 
u  train  in  Moscow  under  Tikh« 

7:  be  sure,  other  NHL  teamsB 
are  closely  following  the  Penguim 
rare  in  Russia,  will  have  equaB 
10  draft  Red  Army  players.  Bm 
their  foothold,  the  Pengirins  hopeB 
rivals  to  undiscm-ered  skaters. 
level's  higher  here."  says  MarkB 
Penguins'  scout  in  Russia. 

Much  of  the  battling  ahead  f<fl 
win  &  Co.  is  likely  to  be  with  Bel 
partners  resistant  to  the  Ami 
marketing  blitz.  It  was  only  aftJ 
with  a  top  general  that  team  I 
persuaded  the  army  to  appro« 
Lisit-iaugaage  lettering  on  the  I 
says  marketing  director  "^'ictorl 
And  the  mDitary"  worried  that  frl 
nigh:  might  pack  in  more  Mom 
than  the  arena  could  handle. 

The  brass  also  balked  for  a  h 
lengthening  the  mTerrriissions  tm 
time  for  more  Western  razzmatal 
if  Baldwin's  new  bockej-  promotioB 
money  into  the  Bed  Army's  dl 
coffers,  even  the  generals  shodfl 
to  the  show  at  the  Ice  Palace,  j 

By  Stephen  Bcdier  in  PittsbuM\ 
■Joanne  Levine  in  Moscoic  i 
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The  world's  bigges 


on  Banyan 


s  run 


0 


They  have  to. 


Many  of  today's  most  competitive  organizations  are  rightsizing  through  enterprise-wide  networks'. 

And  only  one  company  can  help  you  achieve  true  enterprise-wide  computer  networking. 
'  '  Banyan^Only  Banyan  can  create  large,  unified  networks  integrating 

./  .  mainframes,  minicomputers  and  PCs.  Networks  that  are  ■< 

i0$m  I      '    -       s:".  ;  .  '  •  y 

incomparably  easy  to  use  and  manage.  We've  '', 

it'i     <  % ,        ..  ^  •  .      f        "  ' 

done  it, for  many  of  the  world's  largest,  , 


"i 


■Si;  Jtif 


,4/ 


if 


most  respected  organizations. 

We  can  do  it  for  you. 
'      CalM -800-828-2404.  f  ; 
..Ext. 701.       -  . 
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BANYAN 

Networking  Without  Limits™ 
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The  first  U.S.  college  economics 
textbook  published  for  the 


emerging  free  market 


system  of  the  new  Russia. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  first  satellite-delivered 
price  and  news  system 


1 


tailored  to  the  $100-billion 


natural  gas  industry. 


dard  &  Poor's  CUSIP  IS  ID-CD 


The  first  index  to  provide 


a  performance  benchmark 


for  mid-capitalization  stocks. 
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text,  still  images,  sound 
and  full-motion  video. 
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The  first  multimedia  learning 

system  integrated  with  a 

oublic  television  series  for  the 

study  of  Spanish. 
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Investing 


STOCKS:  WHEN  TO  HOLD  'EM, 
WHEN  TO  FOLD  'EM 


Are  you  fighting  the 
urge  to  rush  out  and 
sell  all  your  stocks? 
Well,  keep  fighting.  Many 
people  never  realize  the  po- 
tential gains  of  equity  invest- 
ing because  they  sell  at  the 
wrong  time.  "People  always 
sell  too  quickly  on  the  upside 
and  hold  on  too  long  on  the 
downside,"  says  John  Mar- 
kese,  president  of  the  Ameri- 
can Association  of  Individual 
Investors.  Mutual-fund  inves- 
tors are  also  prone  to  selling 
when  returns  dip,  then  miss 
out  on  the  recovery  that  typ- 
ically follows. 

Holding  'em  when  your  gut 
tells  you  to  fold  'em  may  be 
tough  advice  to  follow  in 
these  times  of  rampant  mar- 
ket pessimism.  Although  some 
bulls  are  still  sticking  their 
necks  out,  predicting  the  Dow 
Jones  industrial  average  will 
soar  above  4000,  more  and 
more  bears  are  pointing  to 
signs  that  stocks  are  overval- 
ued and  predicting  a  correc- 
tion (about  a  10%  decline)  or  a 
full-fledged  bear  market  (as 
much  as  a  25%  drop). 
TAX  PAINS.  Even  pros  who 
sense  danger  advise  against 
selling  into  a  downturn.  "Pare 
back  if  you  want,  but  don't 
sell  everything,"  says  Michael 
Hirsch,  vice-chairman  of  Re- 
public Asset  Management  and 
an  operator  of  multifund  mu- 
tual funds.  He  has  about  40% 
of  assets  under  management 
in  cash,  ready  to  plunge  back 
into  a  bear  market. 

Individual  investors  are 
prone  to  other  selling  mis- 
takes. A  typical  one  is  unload- 
ing a  healthy  stock  that  is  ris- 
ing steadily  just  to  take  a 
profit.  I!'  your  equity  holdings 
are  performing  well  as  the 
bull  market  continues,  "you 
don't  get  out,"  says  Kenneth 
Heebner,  manager  of  CGM  Mu- 
tual Fund.  Let  profits  run  un- 


til something  happens  that 
makes  selling  necessary. 

If  you  sell  at  the  wrong 
time,  not  only  do  you  miss 
out  on  potential  future  gains 
but  you  also  incur  tax  conse- 
quences. Remember  that 
whatever  profits  you  are  tak- 


ing will  be  diminished  by  a 
28%  capital-gains  tax,  possibly 
more  if  you  didn't  hold  the 
stock  for  a  year,  says  Arthur 
Bonnel,  manager  of  the  mim 
Stock  Appreciation  Fund. 

The  flip  side  of  selling  too 
early  is  selling  too  late  be- 


cause you  can't  bear  ti 
with  a  treasured  stocks 
though  it  is  declining  s« 
and  its  prospects  Ioof!< 
"Don't  marry  your  stock 
familiar  mantra  of  invff! 
"You  have  to  look  at 
emotionally  every  time! 
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I  Miller,  manager  of  Put- 
New  Opportunity  Fund, 
avoid  these  pitfalls,  de- 
a  sell  discipline  and  put 
equity  holdings  to  the 
whenever  something  ma- 
happens  to  affect  the 
price  or  the  fund  re- 
Look  at  your  holdings 
you  were  considering 
%  them  today.  "If  it  is 
iger  a  buy,  then  it  is  a 
Vlarkese  says. 
'  often  individual  inves- 
iuy  because  one  person 
hem  to  and  sell  because 
me  else  recommends  it, 
Bonnel.  "They  are  sell- 
>r  totally  different  rea- 
han  they  bought  it,"  he 
But  as  irrational  as  it 
iem  at  times,  the  mar- 
intelligent,  money  man- 
say,  and  investors  have 
lave  rationally  to  reap 
yards. 

>RM.  For  a  stock  to  be  a 
•ompanies  must  demon- 
earnings  growth,  have 
jlling  valuations,  and 
an  ability  to  execute  a 
for  continued  growth, 
?Ved  Kobrick,  manager 
tLife-State  Street  Capi- 
ppreciation  Fund.  He 
E  the  stock  meets  his  es- 
sd  price  target  or  if 
cement  starts  experi- 
ng  with  a  new  strategy 
Is  to  execute  a  plan, 
e  are  three  legs  to  the 
he  says.  "To  buy,  you 
a  have  all  three;  to  sell, 
my  one  away,  and  the 
is  done." 

sell  discipline  doesn't 
deciding  to  sell  every 
a  stock  doubles  or  de- 
to  a  certain  point.  "That 
ifieial,"  says  Markese. 
1  rules  are  usually  dan- 
3."  The  most  important 
—personal-judgment— is 
sible  to  quantify.  "There 
ot  of  art  in  this,"  con- 
Kobrick.  Beyond  that, 
•■lling  strategies  of  most 
t  managers  boil  down  to 
simple  principles  that 
to  both  mutual  funds 
;ocks. 

3t  of  all,  only  sell  based 
rformance  if  your  stock 
id  has  fallen  in  compari- 
■ith  a  peer  group.  Re- 
>er  that  fund  managers 
"ecently  posted  dismal 
s  are  likely  to  have  in- 


ONE  SELL  SIGN: 
WASHINGTON  IS 
STICKING  ITS  NOSE 
IN  AN  INDUSTRY 


vested  in  stocks  that  just  fell, 
and  their  portfolios  could  be 
poised  to  bounce  back. 

Likewise,  if  a  stock  or  mu- 
tual fund  does  badly,  the  mar- 
ket may  just  be  rotating 
away  from  that  sector  or  in- 
vestment style  temporarily. 
With  mutual  funds,  know 
what  the  major  holdings  and 
most  heavily  weighted  sectors 
are  to  understand  why  re- 
turns rise  and  fall.  With 
stocks,  keep  an  eye  on  the 
valuation  and  fundamentals  as 
you  follow  price  movements. 
Did  earnings  per  share  come 
in  below  consensus  expecta- 
tions? Is  the  price-earnings 
ratio  much  higher  than  com- 
parable companies?  (If  so, 


your  stock  may  be  overval- 
ued.) In  general,  the  more  re- 
search you  do,  the  less  you 
have  to  worry  about  price 
fluctuations.  The  price  will 
eventually  reflect  a  good 
stock's  intrinsic  value,  says 
Miller. 

Major  news  that  affects  the 
company  or  major  holdings  of 
a  mutual  fund  can  override 
fundamentals.  For  example, 
pharmaceutical  stocks  began 
to  fall  as  soon  as  Bill  Clinton, 
who  promised  health-care  re- 
form, was  elected.  "When 
government  starts  nosing 
around  in  an  industry,  that's  a 
good  sell  signal,"  say  Bonnel. 
Sometimes  even  professionals 
don't  know  why  a  stock  is  do- 
ing poorly,  but  they  get  out 
anyway.  "If  it  goes  down,  and 
you  don't  have  a  good  feel  for 
it,  it's  better  to  get  rid  of  it," 
says  Kobrick.  "There  are  a  lot 
of  fish  in  the  ocean." 

If  a  stock  or  fund  is  under- 
performing  relative  to  its  peer 
group,  six  months  to  a  year  is 
plenty  of  time  to  allow  it  to 


REASONS  TO  CASH  OUT  YOUR  SHARES 


►  Performance  is  poor  relative  to  similar  mutual  funds,  or 
to  companies  in  the  same  industry  and  sector. 

►  You  lose  faith  in  management  either  because  the  com- 
pany or  the  fund  is  experimenting  with  a  new  strategy  or 
you  sense  a  lack  of  candor.  A  change  in  a  mutual  fund's 
portfolio  manager  is  crucial  to  monitor. 

►  The  stock  price  is  no  longer  reasonable  in  relation  to 
company  fundamentals,  such  as  earnings  and  dividends. 
Be  wary  of  high  debt  as  a  percentage  of  capital.  For  mu- 
tual funds,  make  sure  the  manager  abides  by  a  stated 
"sell  discipline"  that  takes  these  factors  into  account. 

►  External  forces  are  unfavorable.  The  company's  prod- 
ucts may  be  becoming  obsolete  or  its  market  could  be 
shrinking.  As  in  the  case  of  drug  stocks,  government 
intervention  is  often  a  good  time  to  clear  out  of  a  sector. 

►  Your  emotions  are  getting  in  the  way.  Don't  get  so  at- 
tached to  a  stock  or  a  fund  that  you  won't  sell  if  it  takes  a 
dive  or  never  performs  to  expectations.  Also,  if  you  are 
so  worried  about  a  company  or  a  fund  that  you  can't 
sleep  at  night,  dump  it. 

►  You  need  to  diversify  your  holdings  or  adjust  for  your 
changing  risk  tolerance.  But  the  best  reason  to  sell  is  be- 
cause you've  achieved  your  goal  and  want  to  use  the 
money  to  retire  or  pay  for  a  child's  education. 

DATA:  BUSINESS  WEEK 


turn  around,  although  some 
mutual-fund  managers  would 
like  to  have  a  full  market  cy- 
cle, about  five  years,  to  prove 
themselves.  "A  year  gives  you 
some  tax  potential,"  Markese 
says,  because  you  have  to 
hold  a  stock  for  that  long  to 
qualify  for  capital-gains-tax 
treatment,  which  is  preferen- 
tial for  taxpayers  above  the 
28%  income  tax  bracket. 

Another  key  to  deciding 
when  to  sell  is  knowing  who 
is  in  charge.  Look  for  turn- 
over in  top  decision-makers 
or  signs  that  a  strategy  is 
floundering.  This  is  doubly 
true  for  mutual-fund  invest- 
ing, where  "you're  buying 
someone's  talent  in  investing 
stocks,"  says  Hirsch.  Although 
a  change  in  manager  is  a  red 
flag,  it  is  not  always  a  rea- 
son to  sell.  When  the  well-re- 
garded Peter  Lynch  left  Fi- 
delity's Magellan  Fund,  many 
investors  feared  the  star  fund 
would  go  downhill.  But  under 
replacement  Morris  Smith  and 
now  Jeff  Vinik,  the  fund's  re- 
turns have  continued  to  soar. 
switching  horses.  Keep  a 
close  watch  on  portfolio  man- 
agers when  the  fund  gets 
large  and  unwieldy.  Aggres- 
sive growth  managers  in  par- 
ticular may  have  trouble  find- 
ing enough  small  companies 
in  which  to  invest.  Also, 
watch  for  managers  who 
change  investment  philosophy 
or  veer  from  a  stated  objec- 
tive. Lack  of  candor  or  poten- 
tial problems  with  compliance 
are  reasons  to  sell  at  once. 

If  your  investments  are 
performing  well,  stock  funda- 
mentals are  holding  up,  the 
management  is  solid,  and  you 
still  want  out,  look  at  your- 
self. "If  you  are  going  to 
watch  the  daily  stock  quotes 
with  extreme  trepidation, 
then  you  don't  belong  in  the 
market,"  Hirsch  says. 

Some  worrying  goes  hand 
in  hand  with  investing  in  eq- 
uities. But  if  you  develop  a 
disciplined  strategy  and  stick 
with  it,  you  can  sell  because 
you  are  ready  to  use  the  mon- 
ey for  retirement,  your  child's 
education,  or  whatever  goal 
first  motivated  you  to  get  into 
equity  investing.  Then  you 
will  be  selling  for  the  best 
reason  of  all.       Amey  Stone 
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Fashion 


NEW  DUDS  FOR 
MR.  AND  MS. 
GREEN  JEANS 


You  may  not  regard 
your'  closet  as  an  en- 
vironmental hazard, 
but  all  sorts  of  dangers  lurk 
within.  Cotton  seems  natural 
enough,  yet  pesticides  and 
toxins  such  as  arsenic  go  into 
growing  and  processing  the 
fibers.  Clothes  promoted  as 
"nonshrink"  were  probably 
treated  with  a  formaldehyde- 
based  resin.  The  bright  dyes 
on  a  dress  must  be  fixed  on 
cloth  with  "mordants,"  which 
can  contain  heavy  metals.  De- 
mand for  the  leather  in  shoes 
and  handbags  creates  pres- 
sure to  cut  down  rain  forests 
for  cattle  grazing. 

Today,  however,  you  can 
build  a  wardrobe  from  envi- 
ronmentally correct  compo- 
nents. In  addition  to  organic 
cotton  togs,   you  can  don 


sweaters  spun  from  soda-bot- 
tle plastic,  coats  and  scarves 
made  from  resurrected  wool 
discards,  and  shoes  construct- 
ed with  tire  rubber. 

Big  names  such  as 
Patagonia,  Esprit,  and  j 
VF  International, 
maker  of  Wrangler 
and  Lee  jeans,  are 
marketing       earth-  B 
friendly  duds  through 
department  stores  and 
such  catalogs  as  L.  L. 
Bean,  The  Nature  Com- 
pany, and  Recreational 
Equipment.  The  latest 
push  in  eco-fashion  is  de- 
veloping technologies  to 
make  clothes  of  recycled 
materials. 

un-uncola.  As  the  Pata- 
gonia catalog  says,  its 
PCR  (post  consumer  re- 
cycled) Synchilla 
Sweater  bears  little 
resemblance  to  a  7-Up 
bottle.  But  this  just-released 
$85  sweater  has  its  origins  in 
discarded  bottles  reduced  to 
green  and  white  flakes,  melt- 
ed, then  spun  into  yarn. 

Deja  Inc.,  a  Tigard  (Ore.) 
company,  produces  what  it 


calls  "footwear  with  a  past" 
—namely  recycled  tire  rubber, 
wetsuit  trimmings,  old  file 
folders  and  coffee  filters,  seat 
cushions,  soda  bottles,  and 
other  materials. 


The  shoes, 
which  sell  for  $40  to  $65,  are 
colored  with  organic,  earth- 
toned  dyes  and  are  glued  to- 
gether with  nontoxic,  water- 
based  adhesives. 


Since  1990,  Esprj 
marketed  its  "EcollectkJ? 
ing  materials  such  as  wl 
raveled  from  old  clothl 
buttons  fashioned  frojtt 
nuts  of  rain* 
trees— encourl 
farmers  to  pr« 
the  forest.  Usecl 
ber  USA  of  San  Ffi 
co  produces  wall« 
belts  made  of  olft 
tubes  and  scral 
I  ber.  Capezio  Haft 
in   New  Yorks 

;  purses  for  $35  it 

made  of  a  recft 
synthetic  leather! 
EEKO.  And  whM 
tomers  get  tirel 
handbag,  they  cl 
turn  it  to  a  Capezil 
for  recycling. 

Even  upscale  ■ 
ers  are  getting  ifl 
act.  In  addition  I 
elry  from  used  computft 
ponents,  old  gearsl 
springs,  Remi  Rubel  I 
Francisco  recycles  bottft 
to  construct  dresses  rl 
cent  of  chain  mail.  Thft 
of  such  creations?  A  eft 
like  $2,000.  HeatherU 


Think  you  have  a  pretty 
good  notion  of  how  the 
U.  S.  economy  will  fare?  Sav- 
vy investors  with  deep  pock- 
ets can  put  their  instincts  to 
the  test  by  trading  options 
on  a  pair  of  broad  market  in- 
dexes tagged  to  blue-chip 
stocks  sensitive  to  economic 
cycles  or  relatively  immune 
to  the  swings. 

On  Sept.  21,  the  American 
Stock  Exchange  launched  call 
and  put  options  trading  on 
Morgan  Stanley's  cyclical  and 
consumer  indexes.  Developed 
in  1992  and  assigned  a  bench- 
mark value  of  200,  each  con- 
tains a  basket  of  30  stocks. 
The  cyclical  index,  designed 
to  do  well  in  an  eco- 
nomic expansion, 
tracks  industrial 
heavyweights  such 
as  Caterpillar,  Ford, 
and  Honeywell.  The 
consumer  index- 
stocks  that  remain 
stable  in  a  bumpy 
economy— is  filled 
with  food,  tobacco, 
and  personal-prod- 


Smart  Money 

PLAYING  THE  ECONOMY'S 
BUMPS  AND  STRAIGHTAWAYS 


ucts  companies  such  as  Gil- 
lette, McDonald's,  Philip  Mor- 
ris, and  Rubbermaid. 

A  number  of  index  options 
already  exist,  covering  every- 
thing from  the  Standard  & 
Poor's  100  and  midcap  stocks 
to  biotechnology  companies. 
By  betting  on  an  index,  you 
hope  to  isolate  the  trends 
that  will  cause  the  market  to 
move  a  certain  way,  without 


HOW  THE  INDEXES  FARED 


'85  '87 
DATA  MORGAN  STANLEY 


91  '93- 
•THROUGH  SEPT  13 


having  to  be  right  about  an 
individual  stock.  Options  may 
also  serve  as  insurance 
against  a  decline  in  stocks 
you  already  own,  says  Bob 
Gordon,  president  of  Twen- 
ty-First Securities,  a  hedging 
strategy  firm.  Investors 
who  took  a  beating  on  consu- 
mer-products shares  might 
have  softened  the  blow 
if  they  were  able  to  buy  puts 
on  the  consumer 
index  earlier  this 
year. 

LIGHT  INTEREST.  So  far 

in  1993  through  Sept. 
27,  the  Morgan  Stan- 
ley cyclical  index  is 
up  14%  against  a  10% 
decline  in  the  consu- 
mer index.  The  op- 
tions on  the  indexes 
have  expiration  dates 


on  the  third  Friday  in 
ber,  November,  and  E 
ber-  of  1993,  and  Marc 
June  of  next  year.  As 
amex  launch,  the  cycli 
dex  stood  at  278.12;  th 
sumer  index  openc- 
184.18.  You  could  re 
buy  an  October  175  c 
the  latter  for  a  premi 
10.25,  or  $1,025.  If  the 
rises  to  190  by  the 
date,  you  would  make  : 
it  of  $475.  Premiums  i 
fluenced  by  where  the 
is  in  relation  to  the 
price  and  the  amount  c 
remaining  until  the  e 
tion  date. 

Historically,  inv 
have  viewed  specializ| 
dex  plays  with  cautioi 
indeed,  early  institij 
interest  in  Morgan  Sti 
two  has  been  light.  Bui 
experts  do  see  value  inj 
Says  Bernard  Schaeffe 
tor  of  The  Option  A\ 
newsletter:  "I'd  take 
at  them  if  I  had  a 
view  on  those  sectors 
economy."  Edwar\ 


156  BUSINESSWEEK/OCTOBER  1  1,  1993 


PERSON/3 


lift 


lib 


.  I 

J 

I 


iFI 


l  BETTBR  III  CHOOSE  ONE  ffllD  BE  HE  II 


M 


At  last  count,  America  had  more  than  3,000 
mutual  funds.  Obviously,  what  the  investor 
needs  is  not  more  mutual  funds,  but  a  better  way 
to  choose  one.  That's  why  T.  Rowe  Price  would 
like  to  suggest  a  different  way  of  thinking. 
It's  a  more  enlightened  way  to  measure  a 
mutual  fund's  success  called  Risk-Adjusted 
Performance — an  approach  that  aims  to  achieve 
attractive  returns  with  an  acceptable  degree  of 
risk.  |f  jJf  Perhaps  that's  why  so  many  T.  Rowe 
Price  funds  have  earned  Morningstar's 
prestigious  four-  and  five-star  ratings.  To  learn 
more  about  the  T.  Rowe  Price  family  of  mutual 
funds,  give  us  a  call  at  1-800-541-6619,  and 
ask  for  our  free  booklet:  "Risk- Adjusted 
Performance:  A  Better  Way  to  Judge 
Performance. "  iffl  It's  a  better  way  to  measure 
performance.  It's  also  better  performance. 

T.RoweRriceBf^ 

Invest  With  Confidence^mMb 

Morningstar  proprietary  ratings  reflect  historical  risk -adjusted 
performance  as  of  7/31/93.  these  ratings  are  calculated  from 
the  funds'  three-,  five-,  and  ten-year  average  annual  total 
returns  with  appropriate  fee  adjustments  and  a  risk  factor  that 
reflects  the  funds'  performance  relative  to  the  three-month 
Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an 
asset  class  receive  five  stars  and  22.5%  receive  four  stars.  Past 
performance  is  no  guarantee  of  future  results.  Request  a 
prospectus  with  more  complete  information,  including 
management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money.  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor,  100  East  Pratt  Street, 
Baltimore,  AID  21202.  IMG019558 
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Listening  to  fountain-pen 
collectors  brings  to  mind 
the  triumph  and  passion 
of  treasure  hunters:  Did  you 
hear  about  the  Parker  Aztec, 
engraved  with  elaborate  In- 
dian chief  heads?  An  artist 
bought  it  for  S55  at  a  church 
bazaar  and  sold  it  to  a  Hous- 
ton collector  for  S10.000. 

The  fountain  pen  is  enjoy- 
ing a  resurgence  of  popularity. 
While  a  handful  of  aficiona- 
dos travel  the  world  seeking 
antique,  gold-nibbed  trophies 
valued  in  tens  of  thousands 
of  dollars,  a  growing  number 
of  penthusiasts  enjoy  buying 
collectibles  without  spending 
big  bucks.  The  subscription 
list  of  Pen  World,  the  bi- 
monthly pen  fancier's  journal 
(S42  a  year.  713  359-4363),  has 
swelled  to  28.000  since  its 
launch  in  1986.  Pen  Collectors 
of  America  (713  496-2290)  has 
doubled  in  size  in  the  past 
year,  to  600  members. 

People  are  attracted  to  col- 
lectible pens  for  varying  rea- 
sons: nostalgia  for  bygone 

THE  PARKER  AZTEC  PEN  (ABOVE) 
CAN  BRING  TOP  DOLLAR. 
PARKER'S  SERPENT-ADORNED 

SNAKE  PEN  IS  VALUED  AT 
AROUND  $10,000 


Collecting 


THE  PEN  IS  MORE 
VALUABLE  THAN  THE  SWORD 


can  be  complicated  since  doz- 
ens of  brands  are  deemed  col- 
lectible. U.  S.  collectors  favor 
Parker,  Waterman,  Sheaffer, 
and  Wahl-Eversharp.  Over- 
seas, Germany's  Montblanc 
and  Pelikan,  French  mak- 
ers Cartier  and  S.  C. 
duPont.  and  the  Jap- 
anese Sailor  and 
Platinum  are 
popular. 


In  the  vin- 
tage market,  pens 
produced  before  1940 
tend  to  be  the  most  valuable. 
Pre-World-War  I  pens  deco- 
rated with  ornate  filigree; 
miniature  "Peter  Pan"  pens 
made  to  be  hung  from  a  cord; 
fat  but  sleek  pens  from  the 
1920s  and  1930s  that  evoke 
images  of  old  movies  and  Er- 
nest Hemingway— all  of  these 
can  sell  for  hundreds  or  thou- 
sands of  dollars. 

In  a  collector's  ideal  world, 
pens  would  spend  decades  in 
the  original  box  rather  than 
banging  around  in  a 
drawer.  "Tooth- 


eras,  pride  in  the  im- 
age projected  by  using  a 
classy  writing  instrument,  and 
faith  that  rare  pens  will  rise 
in  value.  Serious  collectors 
wouldn't  dream  of  actually 
writing  with  their  rarest  pens 
but  admit  they  enjoy  the  com- 
pliments a  good  pen  attracts. 
"It  says  something  when  I 
pull  out  a  neat  fountain  pen 
at  a  deposition."  says  Stuart 
Schneider,  a  New  Jersey  law- 
yer and  author  of  several 
books  on  pen  collecting. 
Valuing  writing  instruments 


marks  and 
engraved  initials 
detract  from  the  value," 
says  Glen  Bowen,  Pen 
World's  editor.  A  damaged  old 
pen  can  regain  value  if  recon- 
ditioned with  vintage  parts. 
The  preeminent  first-aid  sta- 
tion: New  York's  Fountain 
Pen  Hospital  1 212  964-0580). 

Rarity  and  demand  al- 
so play  a  big  part  in  value. 
A   Waterman   Snake,  with 


emerald- 
eyed  gold 
or  silver  ser- 
pents twined 
around  the  barrel, 
Parker  Aztecs,  and  the 
1924  Montblanc  Spider  Web, 
a  black  pen  with  a  lacy,  silver 
overlay,  bring  top  dollar  for 
rarity:  from  $5,000  to  a 
stratospheric  S40.000.  Ester- 
brooks,  though,  were 
never  rare.  Until  the 
company  went  out 
of  business  in  1971, 
these  pastel,  square- 
topped  fountain  pens 
were  clipped  to  eve- 
ry student's  folder. 
Recently,  however, 
they  have  been  in 
demand  as  a  nostal- 
gia item,  pushing 
prices  from  S10  to 
as  much  as  S75. 

In  response  to  Bf 
renewed   interest.  H 
many  pen  compa- 
nies are  releasing  new  limit- 
ed-edition pens,  often  modeled 
on  pens  they  made  years  ago. 
Montblanc's  SI. 600  Lorenzo 
DeMedici  pen.  which  sold  out 
through  advance  orders  in 
April,  1992,  echoes 
the  ornate  fili- 


gree of 
the  pre-World- 
War-I  pen.  Waterman's  S350 
Patrician  is  a  remake  of  a 
1929  pen.  Ballpoint  versions 
generally  go  for  about  half 
the  price  of  the  fountain  pens. 
Pen  shops  in  big  cities  are 


good 
ing  place 
Golden  A< 
Writing  Instn 
by  Stuart  Schneid 
George  Fishier 
Sehiffer)  and  Collectibh 
tain  Pens  by  Glen 
;  821.95,  L-W  Books)  ar 
fill  introductory  books, 
your  nib  wet  at  anm 
shows  in  Washington,  I 
CLASSY,  ANTIQUE  FOUNTA 
PENS  ARE  ENJOYING  A  SU 
POPULARITY.  BELOW,  PRE 
WAR  I  PENS  DECORATED  Vfl 
ORNATE  FILIGREE 


geles,  I 
go,  and 
Jersey  (ii 
ristown,  fl 
and  10,  at  the  Headqii 
Plaza  Hotel). 

New  collector  pen<i 
lose  value  for  a  year 
after  release,  then  J 
their  original  price  and 
to  rise.  A  good  antiqj 
should  steadily  appreci 
the  end,  many  collect*! 
as  swayed  by  their  hef 
by  their  portfolios.  Say:l 
cia  Peterson,  a  Xapervi! 
consultant  to  Montblan 
feel  of  a  good  gold  p«| 
fine  paper  is  extremely* 
al.  You  can't  get  that  » 
Bic."  Heatheri 


Worth  Noting 

■  BROCHURES  galore.  Obtain 
information  for  your  next  va- 
cation using  a  data  base  of 
10,000  free  travel  pamphlets. 


maps,  and  guides.  Peruse  a 
list  of  publications  and  order- 
ing addresses  on  an  electronic 
bulletin  board  using  a  com- 
puter modem  (218  847-3027). 
Or  become  a  Worldwide  Bro- 
chures member  for  S 12  a  vear 


and  request  the  brochures  via 
PC.  The  listings  are  also  on 
disk  (S19)  and  in  book  form 
($39).  Call  800  852-6752. 
■  business  moves.  A  free  20- 
page  booklet,  How  To  Move 
Your  Business,  offers  advice 


on  determining  space  rj 
ments,  negotiating  th' 
or  purchase  of  a  site, 
ing  work  areas,  and 
and  executing  the  mc 
from  office  furniture  mi 
turer  Haworth  1800  343 
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PERSON/ 


4i  maldijsia 


MALAYSIA  AIRLINES 
SERVES  more  PEOPLE  THAN 
ANY  OTHER  AIRLINE  FROM 
SOUTHEAST  ASIA. 


f  Imagine  the  future  for  one  of  the  world's 
istest  growing  airlines.  In  1992,  we  flew 
ver  12  million  passengers,  more  than  any 
ther  airline  from  Southeast  Asia.  On  a  fleet 
f  the  latest  747-400s  and  737-400s,  some  of 


today's  most  advanced  aircraft.  Spanning  a 
truly  international  network  of  90  destinations. 
Across  5  continents,  graced  with  service 
from  the  heart  which  says,  you  mean  the 
world  to  us.  Imagine.  Fly  Malaysia  Airlines. 

A  member  airline  of  Continental  Airlines  program. 


For  reservations  and  information,  call  your  favorite  travel  agent  or  Malaysia  Airlines  toll-free  f -800-421  8641. 
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DU  CAN'T.  WHAT  YOU  NEED  is  a  financial 
SiRTNER  AT  THE  CENTER  OF  MEXICO'S 


?owing  economy.  the  serfin  financial 
roup.  Where  you'll  find  the  country's  ■ 


:ading  investment  bankers  together 


ith  experts  from  the  most  respected 


5MMERCIAL  BANK.   AND  THAT  MEANS 


HEATER  ACCESS  TO  MORE  OF  MEXICO'S 


D  PORT  UNITIES  THAN  ANY  OTHER  FIRM 


TERS.  INSIDE  MEXICO  OR  OUT. 


Hi 

SERFIN  F 

SERFIN 

FINRNCIRL  GROUP 

Mexico  City  New  York  Tokyo 
London  Toronto  Los  Angeles  Nassau 


Foreign  investment 
foreign  Exchange 
Investment  Banking 
Mergers  ft  Acquisitions 
Trade  Finance 
asset  management 
Leasing  ft  Factoring 


hen  two  donut 
makers  filed  workers' 
comp  claims  after 
a  drunken  brawl,  we 
found  a  lot  of  holes  I 
in  their  story. 

n  w 

V  o  State  Fund  investigated,  and  turned  over  enough 
ij  evidence  to  the  local  district  attorney  to  convict  the 
Patterson*  brothers  of  fraud. 

And  that's  exactly  what  State  Fund  fraud  investigators 
are  trained  to  do.  We  have  the  largest  fraudnet  of  any  insurer 
in  the  state— a  total  of  more  than  100  men  and  women  in  our 
special  fraud  unit  and  21  district  offices. 

How  are  we  doing?  Ask  the  Patterson  brothers.  (They've  had 
about  90  clays  to  sober  up.)  Or  better  yet.  give  us  a  call.  We'll  fill  you  STATE 
in  on  our  many  successes.  And  then  we'll  tell  you  how  you  can  join      suE« aan'° e 
us  in  the  fight.  FUND 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 


The  names  have  been  changed  to  protect  the  guilty. 


1 
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.our  power  goes  out,  and  your 
es  go  down.  Your  phones  go 
,  and  your  business  goes  down, 
he  next  time  you're  waiting 
phone  problem  to  be  fixed, 
icier  this. 

onsider  a  phone  system  that  is 
tored  24  hours  a  day  with  back- 
haerators  on  site  to  keep  it  up 
unning.  A  system  that  is  located 
e  same  building  as  the  person 
;ervices  it. 


The  next  time  your  phone  system 
goes  down,   make  a  note  to  call  us  later 


bat  system  is  Centrex  and  it's 
'd  and  maintained  at  Pacific  Bell, 
scause  it's  not  necessary  to  have 


Centrex  to  provide  the  reliability 
no  other  phone  system  can  match. 
II  you  need  to  add  lines  or  lea- 


ling  equipment  on  your  premises  tures,  von  just  call  Pacific  Bell 

Centrex,  the  phones  can  work  and  tell  them.  Because  the  svstem 

if  you  have  no  power  in  your  is  maintained  there,  features  can 

ing.  That's  why  companies  who  usually  be  added  without  a  service 

ind  die  by  their  phones  trust  call.  And  because  Centrex  can 


expand  to  any  size,  you  never  have 
to  invest  another  dollar  in  switching 
equipment  to  add  lines. 

So  il  the  phones  are  critical  to 
your  business,  call  Pacific  Bell  at 
l-800-PAC  BELL  (ext. 362),  or  call 
an  authorized  sales  representative, 
and  ask  about  Centrex. 


ntrex  Reliability      PACIFICQ BELL 

afcM.  A  Pacific  Telesis  Company 


Good  enough"  isn't. 
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BusinessWeek, 

the  Disability  2000 -CEO  Council  of  the  National  Organization  on  Disability, 
Merrill  Lynch  &  Co.,  Inc.  and  Epstein  Becker  &  Green,  PC  present 


THI 

JUS 

WITH  DISABILITIES  ACT: 

NEXT  STEP! 

5  FOR 

mm 

1  i'i  1 -J  I'M  : 

5 

HOW  TO  SUCCESSFULLY  FIT  THE  ADA  INTO  YOUR 
WORKFORCE  PICTURE 

A  Nationwide  Series  of  Eight  In-Depth  Seminars 


Seminar  Dates 
&  Locations: 


MIAMI 

September  29, 1993 

ATLANTA 

October  1, 1993 

NEW  YORK 

October  6, 1993 

LOS  ANGELES 

October  13, 1993 

DALLAS 

October  15, 1993 

WASHINGTON,  DX. 

October  19, 1993 

MINNEAPOLIS 

November  3, 1993 

DENVER 

November  5, 1993 


TO  REGISTER: 

Call  (202)  293-5793,  TDD  (202)  293-5968,  fax  (202)  293-7999, 
or  write  NO.D./Disability  2000  -  CEO  Council,  910  16th  Street,  N.W., 
Suite  600,  Washington,  DC  20006 
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Ilio  wOl  win  at  THE  TOUR  Chaiiiiuonsliip? 
Rids  from  the  Bay  Area  -  that's  who! 


THE  TOUR  CHAMPIONSHIP 


mi 
scout 


8  AZINGER 
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JANZEN 
IPAVIN 
FORSMAN 
HAAS 
[FROST 
IFLOYD 
CLEARWATER 
COUPLES 
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"he  srand  finale  of  the  1 993  PGA  TOUR  season 
/ill  be  played  in  the  Bay  Area  in  October  with 
ie  top  30  players  on  this  year's  money  list 
ompetins  for  the  prestisious  title.  But  the 
za\  winners  of  this  season-endins  touma- 
lent  are  kids. 

Vie  San  Francisco  Chronicle  and  THE  TOUR 
hampionship  have  created  a  prosram  called 
outh  Volunteers  in  Action.  Twenty  high 


school  students  each  will  receive  a  $5,000  schol- 
arship to  attend  college.  The  requirements  are 
simple:  at  least  four  weeks  of  volunteer  work 
with  a  Bay  Area  nonprofit  community  charity, 
a  750-word  essay  about  that  volunteer 
experience  and  a  2.75  high  school  GPA. 
Net  proceeds  from  THE  TOUR  Championship 
help  support  this  program,  along  with  other 
charities  in  the  San  Francisco  area. 


THE  TOUR 

CHAMPIONSHIP 


October  25-31, 1993 

For  corporate  hospitality  and  ticket  information  call:  (415)  587-PUTT  or  800-741-3161 


Presented  by: 


Mercedes-Benz 


United  Parcel  Service 


ST 


7:40  a.m.  Rush  Hour 


H 

T 
1* 


Business  is  tough.  Life  shouldn't  be. 


In  South  Dakota,  we  like  to  make  both 
as  easy  as  possible.  That's  why  you  won  't 
lind  a  corporate  income  tax,  a  personal 
income  tax  or  a  business  inventory  tax 
in  our  state.  And  you  won't  lind  traffic 
jams,  pollution  or  stress.  II  this  is  the 
way  you  would  like  to  do  business,  join 


Citibank,  Gateway  2000  and  the  many 
other  successful  companies  working 
and  playing  in  South  Dakota 
For  more  information,  ca 
the  Governor's  Office  of 
Economic  Development 

at  1-800-872-6190. 


working  a 


Fax:  (605)  773-3256 
7]  I  E.  Wells  Avenue,  Pierre,  SD  57501-3369 
All  inquiries  will  be  kepi  strictly  confidential. 
Photograph  bj  BUI  Grocthc 
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ix  to  Companies 

\i  gives  the  starting  page  for  a  story  or  fea- 
a  significant  reference  to  a  company.  Most 
es  are  indexed  under  their  own  names. 
;s  listed  only  in  tables  are  not  included. 


Daimler  Benz  120,  138 
Deere  38 
Dell  Computer  140 
De  Longhi  51 

Delphi  Internet  Services  142 
Delta  Consulting  60 
Deutsche  Bank  52 
Diagnostek  12 
Diego  Delia  Valle  51 
DRl/ McGraw-Hill  51,52 
DuPont  40 


EDS  Electronic  Data 

Systems  119 
Electronic  Arts  40 
Eli  Lilly  60 

EPS  Technologies  140 
Esprii  156 
Ethyl-  64 

Evans  Economics  27 
Exxon  64 


Federal  Express  64 
Federated  Department 

Stores  35 
Fiat  52 

First  Colony  64 

First  Interstate  Bonk  143 

Fisher-Price  60 

Fluor  Daniel  138 

Ford  32,40,52,  119 

Fujitsu  115 

Furman  Selz  16 


Garber's  Travel  Service  40 
Gateway  2000  140 
Gaylord  Entertainment  136 
GE  64,  115 
Geja  156 

General  Instrument  60 
GEnie  142 
Gillette  156 
Glaxo  Holding  120 
GM  16,52,64,  138 
Goodyear  60 
Grupo  Simec  120 

H 


Heinz  54 
Hertz  42 
Home  Depot  35 
Honkong  &  Shanghai 

Banking  120 
IBM  60,64,  115,  140,  142 
Infinity  Broadcasting  12 
Intel  48,64 
InterSec  Reserch  120 


Jaguar  51 
J.C.  Penney  35 
J.I.  Case  38 


Kmart  35 
L 


LL  Bean  156 
Lancaster  Group  7 
Leslie  Fay  42 
Lionel  Corp  35 
Luks  Holding  120 

M 


Magna  Group  136 
Management  Horizons  35 
Manpower  120 
MCA  136 

McDermott  International  51 
McDonald's  144,  156 
MCI  60 
McKinsey  7,  60 
Mercedes-Benz  52,  138 
Mercury  Merrill  Lynch  120 
Microsoft  40 
Mitchell  60 
Mitsubishi  Electric  1 19 
Monsanto  64 
Morgan  (J. P.)  64,  120 
Morgan  Stanley  156 
Motown  Record  111 
MTV  111 


National  Amusements  36 
NationsBank  143 
Nature  Company  156 
NEC  115 
News  Corp  142 
Nippon  Telegraph  & 

Telephone  115 
Norfork  Southern  64 
Northern  Telecom  115 
Novell  40 
Nynex  36,  115 


Odyssey  Partners  136 
Old  Chisholm  Trail  7 
Old  Republic 

International  136 
Oppenheimer  136 

P 


Panhandle  Eastern  64 
Paramount  35,  36,  60 
Paramount 

Communications  12 
Parsons  54 
Patagonia  1 56 
Paul,  Weiss,  Rifkind,  Wharton 

&  Garrison  42 
PepsiCo  60,  144 
Peugeot  52 
Philip  Morris  64,  156 
Pillsbury  54 
Pittsburgh  Brewing  144 
Pittsburgh  Penguins  144 
Porsche  119 
Procordia  51 
Procter  &  Gamble  42,  54 
Prodigy  142 
Professional  Computer 

Systems  40 
Provident  Bankshares  136 
Prudential  Securities  136 


Quaker  Soup  Tambrands  60 
QVC  Network  12,35,36, 
60,64 


Ransatand  Holding  120 
Recreational  Equipment  156 
Renault  52 
Republic  Asset 

Management  154 
Rich's  35 
RJR  Nabisco  60 
Rubbermaid  156 


Salomon  Brothers  35,  60 
Saturn  138 
SCI  Systems  140 
Scientific-Atlanta  60 
Sears  35,64,  142 
S.G.Warburg  136 
Shanghai  Tire  &  Rubber  120 
Shelby  Cullom  Davis  136 
Sierra  Online  40 
Singapore  Telecom  115 
Skis  Rossignol  120 
SMH  120 

SmithKline  Beechom  42 
Southwestern  Bell  36,  120 
Spectrum  Holobyte  40 
Star  Banc  60 
Stride  Rite  60 


Taubman  Centers  64 
Templeton  Developing 

Markets  fund  120 
Tenneco  38 
Texaco  64 
The  Gap  35, 120 
The  Limited  35 
Time  Warner  111,  115,  136 
Tommy  Boy  Music  1 1 1 
Toyota  16 
Toys  'R'  Us  35 
Twenty-First  Securities  156 


Union  Bank  of 

Switzerland  26 
Unisys  34,51 
United  Healthcare  64 
Used  Rubber  USA  156 
U  S  West  115 


Valco  52 
Verity  64 

VF  International  156 
Viacom  12,36 
Volkswagen  16,51,52 
Volvo  51 

w 


Wal  Mart  64 
Walt  Disney  64,  136,  144 
Warnaco  64 
Wertheim  Schroder  136 
Westinghouse  60 
William  Morris  64 
Williams 
Telecommunications  115 


YPF  120 


LEGAL  NOTICE 

U.S.  POSTAL  SERVICE 
STATEMENT  OF  OWNERSHIP, 
MANAGEMENT,  AND  CIRCULATION 
(Act  of  August  12,  1970:  Section  3685,  Title  39, 
United  States  Code) 

IA.  Title  of  publication:  BUSINESS  WEEK. 

IB.  Publication  No.:  080-900. 

2.  Date  of  filing:  October  1,  1993. 

3.  Frequency  of  Issue:  Weekly  except  first 
issue  in  January. 

3A.No.  of  Issues  Published  Annually:  51. 

3B.  Annual  Subscription  Price:  Domestic  $46.95, 
International  $90.00.  Elsewhere  $90.00. 

4.  Location  of  known  office  of  publication:  1221 
Avenue  of  the  Americas,  New  York,  NY,  10020. 

5.  Location  of  headquarters  or  general  business 
offices  of  the  publishers:  1221  Avenue  of  the 
Americas,  New  York,  NY,  10020. 

6.  Names  and  addresses  of  the  publisher,  editor,  and 
managing  editor:  Publisher:  John  W.  Patten,  1221 
Avenue  of  the  Americas,  New  York,  NY,  10020: 
Editor:  Stephen  B.  Shepard,  1221  Avenue  of  the 
Americas,  New  York,  NY,  10020:  Managing  Editor: 
Mark  Morrison,  1221  Avenue  of  the  Americas, 
New  York,  NY,  10020 

7.  The  owner  is  McGraw-Hill,  Inc.,  1221  Avenue  of 
the  Americas,  New  York,  NY,  10020.  Stockholders 
holding  1  percent  or  more  of  stock  are:  Donald  C. 
McGraw,  Jr.;  Elizabeth  M.  Webster;  Harold  W. 
MeGraw,  Jr.;  John  L.  McGraw;  William  H. 
McGraw;  June  M.  McBroom;  all  c/o  McGraw  Hill. 
Inc.,  1221  Avenue  of  the  Americas.  New  York,  NY, 
10020;  College  Retirement  Equity  Fund,  c/o  Bank- 
ers Trust,  280  Park  Avenue,  New  York,  NY,  10015; 
Texas  Teachers  Retirement  Fund,  c/o  Chemical 
Bank,  55  Water  Street,  New  York,  NY,  10041; 
Washington  Mutual  Investors  Fund,  Inc.,  c/o  The 
Capital  Group,  333  South  Hope  Street,  Los  Ange- 
les, CA  90071;  Lord  Abbett  &  Co.,  767  Fifth  Ave- 
nue, New  York,  NY,  10153;  Mass  Mutual,  c/o  Con- 
cert Capital  Management,  100  Northfield  Drive, 
Windsor,  CT,  06055;  Delaware  Group  Decatur 
Fund,  c/o  Delaware  Management,  1  Commerce 
Square,  Philadelphia,  PA,  19103. 

8.  Known  bondholders,  mortgagees,  and  other  securi- 
ty holders  owning  or  holding  1  percent  or  more  of 
total  amount  of  bonds,  mortgages  or  other  securi- 
ties: None. 

9.  Not  Applicable. 

10.  Extent  and  nature  of  circulation: 

Actual  No. 
<  :»pies  of 

Average  No.  Single 

Copies  Each  Issue 

Issue  During  Published 

Preceding  Nearest  to 

12  Months  Filing  Date 

A.  Total  No.  Copies  Printed    .      1,188.5.50  1,174,141 

B.  Paid  Circulation 

1.  Sales  through  dealers  and 
carriers,  street  vendors 

and  counter  sales                     61,634  60,500 

2.  Mail  Subscriptions                   945,477  942,159 

C.  Total  Paid  Circulation              1,007.111  1,002,659 

D.  Free  distribution  by  mail, 
carrier  or  other  means 
samples,  complimentary  and 

other  free  copies                        67,559  65,213 

E.  Total  Distribution                    1,074.670  1,067,872 

F.  Copies  Not  Distributed 
1.  Office  use,  left  over, 

unaccounted,  spoiled 

after  printing                           5,787  5,147 

2-  Returns  from  news 

agents                                108,093  101,122 

G.  Total                                     1,188,550  1,174,141 

11.  I  certify  that  the  statements  made  by  me  above  are 
correct  and  complete. 

McGRAW-HILL,  INC. 
J.  W.  Patten.  Exec  VP/Publisher 
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1.  Can  your  PC  run  DOS.  tf  indoles" 
and  OS/2® programs  at  the  same  time." 


2.  Can  your  PC  simultaneously  format 
diskettes,  connect  to  an  online  service  like 
CompuServe*  and  print  a  document.' 


Ifs  myfle 
and  PB  name  it 
anything  I  wart 

3.  Can  you  save  files 
under  any  name  you  uant 
up  to  254  characters  long'.'' 


4.  / )oe\  \  our  PC  come  u  nil 
over  25  useful productn  in 
applets  '.''  Does  it  come  with 
Adobe  Type  Manager*'.-' 


your  PC 
pass  this  simple 

s0™™  test? 


J1 


5.  Can  you  "drag  and  drop  " 
object*  like  files,  folders  and 
printers  anywhere  you  u  ant 
to  group  and  organize  your 

on-screen  desktop  the  n  ay  Multimedia 

Ft 


6.  Can  you  take  advantage 
of  the  latest,  exciting  multi- 
media video  technology- 
it  about  buying  additional 
hardware? 


you  uant. ? 


Call  for  your  free 
demo  diskette. 


If  a  program "(  ra.»hes.'can  vou  recover  without  rebooting 
your  computer?  Can  vou  run  the  new  generation  of  32-bit 
programs?  If  vou  answered  no  to  am  of  the  above,  then 
it>  time  to  -a\  ve>  to  a  higher  grade  of  P( '.  performance. 

Demand  OS/2  2.1  preloaded  on  your  next  PC. 

W  ith  ( >S/2  2.1  in  your  PC.  vou  can  get  a  lot  more  out  of 
your  PC.  I:"s  simplv  a  question  of  multiple  choice.  OS/2  2.1 


let-  vou  choose  from  the  broadest  range  of  PC  programs  afi' 
able,  and  lets  vou  get  more  from  them  than  ever  before. 
So  there's  only  one  final  question:  what  are  vou  waiting fo!g 
t  >S  2  2.1  is  available  at  local  software  dealers.  To  ordf 
or  to  find  out  more  about  OS/2  2.1.  call  1 800  3-IBM-OSM 
Canada.,  all  1800465-7999. 


Operate  at  a  higher  level. 


This  aa  was  created  by  LINTAS  and  got  to  this  pub.ication  on  time  using  DOS  Windows  and  OS.2  programs  running  on  OS/2  IBM  ana 
OS/2  are  registered  trademarks  and  'Operate  at  a  higher  level'  is  a  trademark  of  International  Business  Machines  Corporation  Windows  is  a 
:rademark  of  Microsoft  Corporation  CompuServe  'S  a  trademark  of  CompuServe  Inc  Adobe  Type  Manager  is  a  trademark  of  Adobe  Systems 
Incorporated  ©  1993  IBM  Corp 
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ally  mixed  week  in  the  fi- 
narkets.  A  rally  in  the 
ome  market,  which  briefly 
e  yield  of  long-bonds  be- 
o,  propelled  stocks  up- 
Sepl.  28.  Weaker-than- 
i  home  sale  data 
fed  to  the  bond  rally.  How- 
markets  stabilized  on 
Oil-drilling  and  gold 
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.  Speculative  sentiment, 
ired  by  the  put-call  ratio, 
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STOCKS 

Sept      Mar      Sept      Sept.  23-29 


52-week  change 
+  10.1% 


-  470      1 700 


BONDS 

Sept.     Mar.     Sept.     Sept.  23-29 


rH 


1  -week  change 
+0.9% 


52-week  change 

+  12.3% 


1-week  change 
+0.6% 


THE  DOLLAR 

Sept.     Mar.     Sept.     Sept.  22-29 


1631  16 
1620  80 


Janata1 


52-week  change 
+7.0% 
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1  -week  change 
+  1.6% 


kKET  ANALYSIS 

%  change 

0CKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

IES  INDUSTRIALS 

3566.3 

0.5 

9.0 

90-DAY  TREASURY  BILL  YIELD 

2.99% 

2  98°o 

2.75% 

COMPANIES  (S&P  MidCap  Index) 

175.7 

2.1 

21.6 

30-YEAR  TREASURY  BOND  YIELD 

6.00% 

6.09% 

7.38% 

)MPANIES  (Russell  2000) 

251.5 

2  0 

30.4 

S&P  500  DIVIDEND  YIELD 

2.71% 

2.76% 

2.96% 

PANIES  (Russell  3000) 

267.4 

1  2 

13.7 

S&P  500  PRICE/EARNINGS  RATIO 

23.8 

23.6 

24  5 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

N  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 

449.5 

449.2 

Positive 

(FINANCIAL  TIMES  100) 

3030.1 

0.8 

18.7 

Stocks  above  26-week  moving  average 

60.8% 

57.0% 

Neutral 

IIKKEI  INDEX) 

20,077.4 

-0.5 

15.4 

Speculative  sentiment:  Put/call  ratio 

0.41 

0.50 

Positive 

i  (TSE  COMPOSITE) 

3983.2 

0  7 

20  8 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.87 

2  73 

Negative 

llSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

/EEK  LEADERS 

%  change 
4-week 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

UTER  SOFTWARE  AND  SERVICES 

9  5 

37  1 

LOTUS  DEVELOPMENT 

38.8 

143.1 

46  '/j 

S  AND  MOTELS 

9.2 

109.0 

PROMUS 

11.7 

333.0 

78  % 

0NDUCT0RS 

9  2 

126.9 

NATIONAL  SEMICONDUCTOR 

16.0 

100.0 

21  Vi 

Y  CENTER  BANKS 

8  2 

53.4 

CITICORP 

14  8 

142.4 

37% 

RAGE  FIRMS 

7.5 

85  9 

MORGAN  STANLEY  GROUP 

10.1 

76.9 

88  Va 

/EEK  LAGGARDS 

%  change 
4-week 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

<D  GAS  DRILLING 

-11.3 

13  5 

ROWAN 

-12.7 

6.2 

8  5/8 

S 

-1 1.2 

-13.0 

INCO 

-13.2 

-26.0 

18  Vs 

MINING 

-11.0 

29  6 

HOMESTAKE  MINING 

-15.8 

19  8 

16  5/8 

NUM 

-10.6 

1.1 

REYNOLDS  METALS 

14  2 

-9.8 

44  5/8 

ELL  EQUIPMENT  AND  SERVICES 

-7.5 

1.3 

BAKER  HUGHES 

-18.3 

0  0 

22  3/e 

UAL  FUNDS 


MORNINGSTAR  INC 


LI  VALUE  8.6 

GROWTH  79 

MAN  0CEAN0GRAPHIC  TECHNOLOGY  7  7 

total  return  % 

5T0N  STRATEGIC  INVESTMENTS  103.1 

GROWTH  99.8 

SON  OPPORTUNITY  A  73.3 


LAGGARDS 
Four-week  total  return 


% 


EXCEL  MIDAS  GOLD  SHARES  -112 

KEYSTONE  PRECIOUS  METALS  HOLDINGS  -10  9 

INVESC0  STRATEGIC  GOLD  -10 .6 

52-week  total  return  % 

PILGRIM  CORPORATE  UTILITIES  -11.3 

YACKTMAN  -9  1 
INVESC0  STRATEGIC  ENVIRONMENTAL  SERVICES  -9  1 


HOB  S&P  500 

4-week  total  return 


HBBHI  Average  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


mounts 
it  the  present 
$10,000 
I  one  year  ago 
portfolio 

ges  indicate 
total  returns 


Foreign  stocks 
$13,757 

-0.82% 


uu 


Treasury  bonds 
$12,562 

+2.17% 


U.S. stocks 
$11,389 


llll 


-1.89% 


Money  market  fund 
$10,223 

+0.04% 


DRI/McGRAW-HILL 


Gold 
$19,21 1 

+0.28% 


i  this  page  are  as  of  market  close  Wednesday,  Sept  29,  1 993,  unless  otherwise  indicated, 
aups  include  S&P  500  companies  only,  performance  ond  share  prices  are  as  of  market  close 


Sept.  28  Mutual  fund  returns  are  as  of  Sept.  24.  Relative  portfolios  are  valued  as  of  Sept.  28.  A  r 
detailed  explanation  of  this  page  is  available  on  request 
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THE  NEW  NEEDS  OF  THE  MIDDLE  CLASS  | 

|H|hanks  to  the  initiative  of  the  Clinton  Administration, 
fflthe  great  American  health-care-reform  debate  is  now 

fl  joined.  As  the  battle  begins  in  Congress  over  provid- 
ing coverage  from  first  job  to  retirement,  keep  in  mind  that 
the  average  American  now  starting  out  will  probably  have 
half  a  dozen  employers  and  work  at  10  or  more  jobs  before 
retiring,  according  to  Workplace  2000:  The  Revolution  Re- 
shaping American  Business. 

Globalization  of  the  economy  and  the  downsizing  of  Cor- 
porate America  have  already  helped  forge  an  army  of  cor- 
porate refugees.  Instead  of  35  years  and  retirement,  manag- 
ers, professionals,  and  blue-collar  workers  can  expect  a  lifetime 
of  job  mobility.  People  find  themselves  working  for  a  series 
of  employers— large  corporations,  executive  temp  agencies, 
small  companies,  even  themselves.  They  may  shift  from  big 
bureaucracies  to  small  teams  to  individually  run  startups. 

The  new  job  mobility  is  severing  the  once  solid  relation- 
ship between  health  care  and  employment  for  much  of  the 
middle  class.  In  fact,  job  mobility  is  creating  new  needs  that 
must  be  met  if  people  are  to  compete  in  the  world  economy. 
If  the  employment  markets  demand  they  be  mobile  in  their 

work,  then  people's  health  care  also  must  be  secured  andsc 
with  them. 

And  it's  not  just  health  care.  As  people,  from  Geneji 
X-ers  to  aging  baby  boomers,  move  from  job  to  job^i 
face  the  prospect  of  never  getting  a  decent  pension.  Ik 
sions  can  no  longer  be  tied  to  lifetime  employment,  theti 
must  be  secured  in  another  way. 

The  list  of  middle-class  needs  for  prospering  in  thfl 
global  economy  is  complex  and  growing,  and  their  solik 
will  have  to  cross  traditional  Republican  and  Democratic 
ological  lines.  Polls  show  that  for  the  first  time  in  de«j 
people  are  willing  to  pay  taxes  to  get  government  t(jh 
them  secure  health  care.  These  same  people,  howevefa 
want  assurances  that  the  government  will  be  efficiena 
not  strangle  them  in  regulations  and  mandates. 

The  1990s  will  see  a  series  of  debates  played  out  iifi 
gress  and  across  the  country.  Health-care  reform  is  juU 
beginning.  Pension  reform  is  sure  to  follow.  What  is  rm 
is  the  right  mix  of  answers  to  the  new7  problems  of  thfni 
die  class— problems  very  different  from  those  of  thoa 
Democrats  and  Republicans— on  your  mark,  get  set . .  1 

TRIPLE  JEOPARDY  ON  THE  TRADE  FRONT 

ecember  is  shaping  up  as  a  triple  witching  hour  for 
H  trade.  Congress  is  scheduled  to  vote  on  the  North 
American  Free  Trade  Agreement  and  fast-tracking 
the  General  Agreement  on  Tariffs  &  Trade,  while  the  White 
House  is  expected  to  finalize  a  new  results-oriented  export 
agreement  with  Japan.  The  stakes  are  high.  With  Europe 
and  Japan  mired  in  recession  and  the  U.  S.  in  slow  motion, 
freer  markets  are  needed  to  spur  the  weak  global  economy. 

But  just  weeks  before  the  action  starts,  there  is  a  serious 
chance  that  all  three  initiatives  will  go  down  in  flames,  boost- 
ing the  forces  of  protectionism  and  isolationism.  For  an  Ad- 
ministration trying  to  redefine  America's  foreign  policy  in 
terms  of  economics,  failure  on  this  scale  would  be  a  big  blow. 

The  Clinton  Administration  can't  help  that  France  and  Ja- 
pan have  new  governments  that  are  resisting  the  trade  deals 
their  predecessors  made.  France's  new  Prime  Minister,  Ed- 
ouard  Bahadur,  hates  the  "Blair  House"  deal  signed  with  the 
Bush  Administration  to  cut  French  farm  subsidies  and  is 
threatening  to  walk  out  and  kill  the  latest  Uruguay  Round 
of  GATT  talks  to  open  markets. 

Japanese  trade  negotiators  have  warned  the  U.  S  that  the 
new  government  of  Japanese  Prime  Minister  Morihiro  Ho- 
sokawa  would  have  nothing  to  do  with  the  agreement  made 
between  the  Clinton  Administration  and  the  previous  Liber- 
al Democratic  Party  government.  That  understanding  at- 
tempted to  create  measurable  export  and  market-access 
targets,  patterned  after  the  successful  1986  Semiconductor 
Agreement  that  gave  foreign  companies  20%  of  the  Japanese 
market.  Hosokawa  has  pledged  that  he  would  work  for  de- 

regulation,  open  construction  bidding  to  foreigners,  ail  ( 
force  antitrust  laws— but  only  after  new  elections  i  fe 
1994,  assuming  his  coalition  wins.  Any  relief  to  America's  arc 
ing  S50  billion  trade  deficit  with  Japan  will  have  to  wit 

While  France  and  Japan  blindsided  Washington  on  * 
the  Administration  has  only  itself  to  blame  on  NAFT/  T 
White  House  decision  to  focus  on  health  care  and  negk; 
market-opening  trade  pact  with  Mexico  and  Canadtur 
November  makes  passage  of  the  bill  in  December  iffy  a  oe 
Led  by  Ross  Perot  and  labor  unions,  anti-XAFTA  forces  M 
the  country  are  mobilizing  in  every  congressional  dis  ic 

Over  the  next  12  weeks,  three  initiatives  should  beil 
to  rebuild  momentum  for  free  trade.  U.  S.  Trade  Reps 
tative  Mickey  Kantor  should  warn  the  French  that  r»pt 
ing  the  Blair  House  accord  w^ould  mean  renegotiating  t?  • 
tire  GATT  agreement,  an  unacceptable  development. 

Washington  should  also  make  clear  to  Hosokawa  th:  t 
U.  S.  has  already  waited  a  decade  for  Japan  to  redre; 
trade  balance.  It  should  insist  on  moving  ahead  with  r  u 
oriented  performance  targets  and  remind  the  new  Hos:a 
government  that  backing  off  from  an  international  dei« 
the  U.  S.  erodes  its  credibility. 

While  President  Clinton  has  finally  become  a  vocaba> 
er  of  NAFTA,  words  are  not  enough.  The  White  Houscn 
mobilize  local  companies  and  congressional  supporters  1 
ry  district  to  bring  the  message  of  open  markets,  g« 
growth,  and  more  jobs  to  the  community  level.  Time  1 
ning  out  on  free  trade.  A  retreat  to  nationalism  and  m 
tionism  is  the  miserable  alternative. 
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"In  the  downhill,  a  second  can  seem 

like  a  month,"  A]  Kitt 


A  J  Kitt  is  America's  premier 
downhiller.  He  possesses  the  uncanny 
combination  of  recklessness  and 
discipline  required  by  a  sport  in  which 
racers  routinely  exceed  eighty  miles  an 
hour,  and  victories  are  measured  in 
hundredths  of  a  second.  "You  can't 
win  a  major  downhill  without  being 
a  little  out  of  control,"  says  AJ.  "The 
key  is  going  right  to  the  edge  without 
slipping  over  it." 

Initiated  into  the  sport  on  a 
100 -foot  "bump"  outside  Rochester, 
by  parents  who  were  part-time 
ski  instructors,  Kitt  has 
gone  on  to  medal  at  the 
Alpine  World  Ski 


Championships  in  Japan,  take  a  gold  at 
Val-d'Isere,  and  a  silver  at  Kitzbuhel. 

AJ  knows  that  the  slightest 
breakdown  in  technique  or  equipment 
can  mean  the  difference  between 
winning  and  not  even  finishing.  That's 
why  he  appreciates  wearing  a  watch 
that  is  also  well  known  for  *\\]r 
its  performance  under  ¥5^ 
pressure.  Rolex.  ROLEX 


Rolex  Oyster  Perpetual  Datejust  Chronometer  in  stainless  steel  with  matching  Oyster  bracelet 
Rolex  is  proud  to  sponsor  the  1994  (  .SNA/ Rolex  junior  Olympic  (Championships  For  information  on 
The  USSA/USST Junior  Skiing  Program,  please  write  USSA,  PO  Box  100,  Park  City,  Utah  84060,  Dept  R  US  A 
Write  for  watch  brochure  Rolex  Watch  V  S  A  .  Inc  .  Dept.  996,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N  V  10022  5383 


rark  Avenue  Ultra. 
To  help  it  slip  past  the  imports, 
we  put  Teflon8  in  the  superchar 


Dual  air  bags.  Anti-lock  brakes.  Leather 
seating  areas.  225  horsepower.  And  Teflon 
oil  seals  in  the  supercharger  for  durability. 
Park  Avenue  Ultra  delivers  luxury  that  really 
performs.  To  learn  more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


WHAT  YELTSIN  MUST  DO: 
N  AGENDA  FOR  ECONOMIC  REFORM 


iters,  linked  to 


i,  what  else? 


emerging  company  research. 

And  since  for  businesses  like 
this,  time  literally  is  money, 
companies  have  come  to  depend 
on  mainframes  to  give  them  acces 
to  that  information  instantaneous!/. 
24  hours  a  day,  7  days  a  week. 

The  fact  is,  no  matter  what  your  business,  if  it 
depends  on  information,  nothing  can  "serve"  the 
rest  of  your  computer  network  "clients"  to  nearly 
the  degree  a  mainframe  can.  And  the  new 
"openness"  of  mainframes  allows  them  to  serve 
just  about  any  kind  of  hardware  and  software. 

Every  day,  information  plays  an  increasingly  vital 
role  in  the  success  of  more  and  more  businesses.  And  s» 
do  mainframes.  Because  nothing  is  better  equipped  t< 
access,  manage,  distribute  and  protect  = 
your  information  than  a  mainframe. 
Absolutely  nothing. 

The  IBM  System/390@ 


IBM  and  System/390  are  registered  trademarks  ot  International  Business  Machines  Corporation  ©  1993  IBM  Corp 
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A  NEW  SHOW  OPENS — 
AND  A  PROVEN  HIT  WINS  PLAUDITS 


B 


usiness  doesn't  sit  still,  and  neither  does  BUSINESS  WEEK.  In  recent  years, 
we  have  continually  expanded  our  coverage,  added  new  departments, 
brightened  the  graphics,  and  revamped  our  design  to  keep  pace  with 
the  dynamic  world  we  cover.  With  this  issue,  we  add  a  new  spice  to  the  rich  mix 
we  offer  our  readers:  Up  Front,  a  two- 
page  section  directly  following  the  table  of 
contents. 

Capitalizing  on  BUSINESS  week's  world- 
wide resources,  Up  Front  will  dish  up 
exclusive,  well-reported  pieces  on  busi- 
ness, economics,  government,  and  people 
behind  the  news.  It  will  sometimes  be 
irreverent,  sometimes  offbeat,  and  always 
provocative.  From  corner-office  excesses 
to  inside-the-Beltway  follies,  Up  Front 
will  strive  to  be  fresh,  sassy,  and  I 
to  the  point.  (The  BUSINESS  week  kz. 
Index  can  now  be  found  on  page  103.) 

Department  Editor  Larry  Light  will 
oversee  Up  Front.  Larry  migrates  from  a  four-year  stint  as  Corporate  Finance  Ed- 
itor, where  he  covered  the  1980s'  fallout  of  bankruptcies  and  other  woes.  A  vet- 
eran journalist  who  came  to  us  from  Newsdays  business  desk,  Larry  has  covered 
state  politics,  Presidential  elections,  and  Washington.  Aiding  him  is  Assistant  Ed- 
itor Julie  Tilsner,  who  joined  us  a  year  ago  after  picking  up  a  master's  degree  in 
journalism  at  Columbia  University.  Associate  Art  Director  Jay  Petrow  brings  his 
distinctive  visual  flair  to  Up  Front.  Jay,  who  came  aboard  in  1987,  has  worked  at 
Sports  Illustrated  and  Time. 

from  THE  DAY  WE  launched  it  in  1986,  our  annual  Mutual  Fund  Scoreboard  issue 
has  been  a  big  hit  with  readers.  Now,  we're  delighted  to  find  that  the  Scoreboard, 
with  data-crunching  supplied  by  Morningstar  Inc.,  is  similarly 
prized  by  the  folks  who  really  know  mutual  funds:  mutual-fund 
executives. 

Securities  Industry  Management  magazine  polled  fund  mar- 
keters and  asked  them  to  turn  the  tables  on  fund  raters.  Of 
seven  publications  scrutinized,  BUSINESS  WEEK  earned  the 
highest  mark:  A-.  No  other  publication  came  close.  Our 
Scoreboard,  says  SIM,  gets  "high  marks  for  being  an  innova- 
tor and  for  solid  editorial  comment." 

Missed  the  1993  edition?  It's  still  available  as  part  of 
BUSINESS  WEEK'S  Guide  to  Mutual  Funds.  The  third  edition  is 
currently  in  bookstores  ($14.95)  or  available  directly  from  McGraw-Hill  Inc.  at  800 
2MCGRAW.  For  computer  users,  Scoreboard  updates  are  available  as  often  as  eve- 
ry month  via  the  BUSINESS  WEEK  Mutual  Fund  Scoreboard  on  diskette.  For 
more  information,  call  800  553-3575. 


Editor-in-chief 


THE  UP  FRONT 
BUNCH:  PETROW, 
TILSNER,  AND 
LIGHT  WILL  LEAD 
OFF  EACH  ISSUE 
WITH  A  WRY, 
BREEZY  TOUCH 


THIS  LANDSCAPE  HAS  El 
AT  LAST,  THERE  ARE  EQUALLY ! 


Geologists  tell  us  that  the  continent  of  North  America 
was  formed  175  million  years  ago. 

High  time,  then,  that  two  such  inspired  machines 
should  emerge  from  the  mist.  A  motorcycle  and  convertible 
perfectly  adapted  to  exploring  this  vast  continent. 

These  are  the  radically  new  R1100RS  Boxer  and  the 
325i  Convertible.  High-performance  world  beaters  that  make 
the  time  zones  slip  past  in  a  blur  of  effortless  pleasure.  With 
virtues  that  also  blaze  forth  in  a  casual  trip  around  town. 


A  river  of  seamless  acceleration  flows  from  (g 
whose  clean-breathing,  four-vaive  technology  delivis 
confident  power.  Where  virtually  every  nuance  is  gm 
by  BMW  electronic  engine  management. 

Responding  to  the  road's  every  challenge,  you ; 
refinements  that  work  hand  in  glove  with  the  laws  olph 
And  discover  the  sense  of  mastery  that  is  a  BMW  h,;r 

Although  both  offer  compelling  attractions  fop 
yearning  to  breathe  free,  the  325i  has  a  sleek  soft  >p 


'1993  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered  'See  your  authorized  BMW  motorcycle  or  automobile  dealer  tor  complete  information  about  limite 

except  in  California  where  services  aie  provided  by  Cross  Country  Motor  Club  of  California.  Inc..  Boston,  MA  02155 


FOR  MILLIONS  OF  YEARS. 
/ED  WAYS  TO  TAKE  IT  ALL  IN. 


To  fully  appreciate  these  visionary  machines,  just  visit 
your  authorized  BMW  automobile  or  motorcycle  dealer. 

Why  should  you  put  off  such  an  awesome  discovery 
one  more  day?  175  million  years  is  quite  long  enough. 


i  from  the  driver's  seat,  coolly  inviting  the  wind  to 
jr  hair  and  free  your  spirit, 
formance  like  this  is  rare.  Especially  when  paired 
osed-loop  catalytic  converter  to  reduce  emissions, 
sxhaust  system  made  largely  of  stainless  steel, 
ged  deep  into  their  souls  is  the  solid  integrity  you 
f  every  BMW.  Backed  by  limited  warranties' and 
ihensive  Roadside  Assistance  Plan*  that  wiil  follow 
e  you  roam  along  the  American  road. 

details,  see  your  Motor  Club  Benefits  Guide.  Some  benefits  not  available  in  all  states.  Roadside  Assistance  services  provided  by  Cross  Country  Motor  Club,  Inc.,  Boston,  MA  02155, 
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22  WHAT  YELTSIN  MUST  DO 

His  hard-line  foes  have  been  routed, 
but  much  more  powerful  enemies 
remain — inflation  and  stagnation. 
Unless  the  reformist  Russian 
President  can  stabilize  the  economy, 
quell  hyperinflation,  speed 
privatization,  and  stimulate  foreign 
investment,  thus  consolidating  his 
power,  more  chaos  and  bloodshed 
may  lie  ahead 
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The  Administration  hopes  to  avoid 
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In  a  new  era  of  health  reform, 
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TALK  SHOW 


NAFTA  has  plenty  of  warts,  and  now  is  humpbackel 
with  these  side  agreements,  but  she  is  the  only  gir\ 
that  dances. 

—  Brink  Lindsey.  Cato  Institut 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


WHEELER-DEALERS 

WHY  ISN'T 

THIS  MAN  SMILING? 


POSNER:  .4  very  green  good-bye 


R 


emember  Victor  Posner? 
He's  the  guy  who  last 
spring  got  booted  out  of  ailing 
DWG  Corp.,  parent  of  Royal 
Crown  Cola.  After  sharehold- 
ers sued,  claiming  he  milked 
DWG  to  support  other  invalids 
he  owned,  a  judge  forced  the 


Miami  financier  to  sell  his 
controlling  interest  to  New 
York's  Trian  Group. 

Posner,  who  denies  the 
charge,  insisted  on  a  payback 
for  the  sweat  and  dough  he 
put  into  DWG.  Now  it's  becom- 
ing clear  how  high  his  price 
was.  For  starters,  Trian  paid 
Posner  $71.8  million  for  half 
his  stock.  There's  more,  as  re- 
cent DWG  filings  show: 

►  The  rest  of  Posner's  stock 
becomes  nonvoting-preferred, 
paying  $6  million  a  year,  a 
sweet  8.3%  yield. 

►  DWG  pays  him  $13  million 
to  break  the  remaining  three 
years  of  its  lease  at  Victorian 
Plaza,  a  dumpy  Posner-owned 
building  in  Miami.  Posner  crit- 
ics say  DWG  never  needed 
most  of  the  space  it  rented. 

►  Posner's  son,  Steven,  DWG's 
former  vice-chairman  and  Tri- 
an deal  architect,  gets  a  $6 
million,  five-year,  no-show  DWG 
consulting  contract.  Steven 
didn't  return  our  calls.  ■ 


BALLPARK  FIGURES 

GO  BUY  SOME  PEANUTS 
AND  COKE  AND  STUFF 


ot  all  the  pitches  hurled 
near  home  plate  this  sea- 
son came  from  the  mound. 
Over  the  summer,  the  Ameri- 
can League  experimented 
with  electronic  billboard  ads 


year.  That's  a  nice  pie* 
change  for  them  in  a  tir 
rising  player  salaries  an 
some  markets,  declining  a 
receipts. 

But  from  the  TV  netw; 
standpoint,  this  is  a  scar! 
uation.  The  cost  of  flas 
an  ad  at  Tigers  Stadiu 
about  $1,800  for  an  avi 
six-minute  segment,  comp 


GENIUS  WATCH 


DECODING  THE  SOFTWARE  KING 


B 


in  Gates,  chief  of  Micro- 
soft, is  always  having  to 
listen  to  eager  pitches  from 
lesser  mortals.  But  Gates's  id- 
iosyncratic behavior  often 
makes  him  tough  to  read.  His 
rapid-fire  questions,  for  in- 
stance, signal  nothing.  He  rat- 
tles off  the  what- 
ifs,  whens,  whys, 
and  hows  wheth- 
er he  likes  a  pro- 
posal or  not. 

Gates-watch- 
ers say  they  can 
tell  what  the 
Sultan  of  Soft- 
ware thinks  dur- 
ing a  meeting  by 
watching  his  body  language: 

►  If  his  hands  are  in  his  lap, 
under  the  table,  he's  skeptical. 

►  If  he  puts  his  elbows  on  the 
table,  he's  interested. 

►  If  he  -overs  his  chin  with 
his  hand,  he  really  likes  what 
he  hears. 

►  When  he  rucks  back  and 
forth,  which  he  does  constant- 


GATES:  Looking 
interested  here 


ly,  it  signifies  nothing.  Gates 
is  so  full  of  energy  that  he 
can't  sit  or  stand  still. 

And  here's  one  verbal  clue: 
If  he  says,  "You  really  expect 
me  to  pay  for  that?"— it's  all 
over.  No  one  recovers  from 
that  zinger.  ■ 


windup  AND  PITCH:  Home-plate  advertising  could  become  ubiqu 


behind  home  plate,  right 
where  the  TV  cameras  focused 
much  of  the  time.  Hard-core 
baseball  purists  were  aesthet- 
ically outraged  when  they 
saw  Coke  blurbs  framing  the 
sluggers  at  the  ballparks  of 
the  three  teams  that  tried  the 
medium:  the  Seattle  Mariners, 
Milwaukee  Brewers,  and  De- 
troit Tigers. 

But  the  teams  aren't  com- 
plaining. The  Brewers  and  the 
Tigers,  who  used  the  new  bill- 
boards the  most,  expect  $1.5 
million  in  extra  revenue  this 


with  $5,000  for  a  30-sJ 
local-TV  spot.  "This  is  liker 
advertising,"  grouses  Sa 
Kerr,  CBS  Sports  spokes? 
an.  CBS  and  ESPN*  have  bn 
the  home-plate  ads— whicc 
be  changed  electronii 
throughout  the  game— d]t;i 
nationally  broadcast  gans 
ABC  and  NBC,  which  i 
over  national  televising  oV 
jor  League  Baseball  from 
next  April,  say  they  mig  f 
open  to  a  deal  that  allow  t 
billboards— provided  the? 
a  piece  of  the  action. 


REALITY  CHECK 


BILL  CLINTON  SA  YS  his  healths  initia- 
tive would  require  neither  a  vast  bureaucracy  nor 
much  new  regulation.  It  would  be  a  mistake,  he 
says,  to  use  "the  heavy  hand  of  gov- 
ernment to  control  what's  happen- 
ing." There  will  be  a  seven-member 


IN  REALITY  government  pro- 
grams have  a  marvelous  capacity 
to  bulk  up.  Why  should  the  overseer 
of  an  industry  that  makes  up  13% 
of  gross  domestic  product  be  any  different? 
Remember  the  national  health  card  that  Clinton 
held  up  during  his  speech?  Somebody  will 
have  to  issue  and  keep  track  of  millions  of 


National  Health  Board  to  monitor  the  new  si 
level  health  alliances,  which  will  collect  prerrw 
and  monitor  medical  plans.  Also,  a  federal  (I 
mittee  will  track  medicine  prices 
question  profit-happy  drugma  i 
that  charge  too  much.  That's  all 


them.  And  if  seven  people  onv 
National  Health  Board  can  syt 
nize  those  huge  new  alliance:"" 
by  themselves,  God  bless  them 
to  for  the  drug  committee.  Meanwhile,  the  !l 
health  alliances  offer  a  fine  breeding  grouncc 
bureaucrats.  Those  aren't  federal  bodies, 
more  government  is  still  more  government 
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CIGNA 


For  the  past  few  years,  we've  had  a  saying  at  CIGNA:  "We  get 
mid  for  results'/  But  for  far  longer  than  that,  we've  had  this  belief —the  more  care 
hat  we  put  into  what  we  do,  the  better  those  results  are.  For  our  customers, 
^nd  for  us.  It's  not  a  simple  job,  of  course.  Fact  is,  it's  the  job  of  the  separate  CIG^A 
livisions  to  care  about  what  happens  to  230,000  businesses,  10  million  healthcare 
nembers,  $32  billion  worth  of  retirement  nest  eggs  for  over  5  million  people,  and 
>n  and  on.  How  do  we  do  this  enormous,  complicated  job?  In  thousands  of  ways^ 
>oth  large  and  small.  By  getting  checks  to  storm  victims  as  fast  as  possible.  By  using 
nnovative  therapies  and  coverages  to  get  disabled  workers  back  on  their  feet 
ooner.  By  visiting  thousands  of  factories  to  look  for  ways  our  property  and 
:asualty  customers  can  prevent  tragedies  in  the  first  place.  Or,  just  by  remembering 
hat  on  the  other  end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Our 
:ommitment  to  caring,  and  our  efforts  to  get  a  little  bit  better  at  it  every  day,  are 
vhy  we  have  replaced  our  old  saying  and  symbol  with  what  you  see  at  the  end  of 
his  message.  When  you  consider  what  it  is  that  we  do,  we  think 
rou'll  agree:  it's  one  result  that  was  inevitable.  A  Business  of  Caring.  ClGN/ 

lealthCare  Property  &  Casualty  Group  Insurance  Retirement  &  Investment     Reinsurance      Reinsurance    Individual  International  International 

Ufe  •  Acddent  •  Disability     Investment  Services    Management    Ufe- Accident -Health    Property  &  Casualty    Insurance     Property  &  Casualty    Life  fa  Employee  Benefits 


THE  AD  GAME 


DO  YOU  VANNA  DANCE 
WITH  LAWYERS? 


Imitation  might  he  the  sin- 
cerest  flattery,  but  don't 
try  it  on  Madison  Avenue 
anymore.  Vanna  White  is  su- 
ing Samsung  Electronics  for 
using  her  image  in  a  print 


BAD  TURN?  While  mill  Samsung's  RoboVanna 


ad— in  the  form  of  a  letter- 
turning  blond  robot.  Califor- 
nia, where  the  Wheel  of  For- 
tune lady  has  launched  her 
suit,  is  one  of  several  states 
with  "right  to  publicity"  stat- 
utes. The  law  bars  using  ce- 


PAPER  PLAYS 


BETTING  TO  WIN 

ON  THE  BALDIE  WINNERS 


Stock-pickers  know  about 
cyclical    plays,  growth 
plays,  and  sector  plays.  Now 
comes  the  Hah  He  play,  a  strat- 
egy named  after  the  Com- 
merce Dept.'s  Malcolm  Bald- 
rige  National  Quality  Award. 
Sure,  some  Baldie  winners, 
such  as  Westing- 
house  Electric  and 
IBM,  have  had  tough 
times     since  their 
award.    So,  quality 
Jmr    guru  Joseph  M.  Juran 
wondered  recently  what 
™  would  happen  if  you  in- 
vested $1,000  in  each  Baldie 
winner. 

We  tried  it— hypothetic-ally. 
With  the  number-crunching 
help  of  the  Associates  for  Im- 
provement Management  con- 
sulting firm  in  Peachtree  City, 
Ga.,  we  invested  $1,000  in  each 
publicly  traded  winner  from 
the  time  the  award  was  an- 


lebrity  look-alikes  or  sound- 
alikes  without  the  celeb's 
0.  K.  That's  how  Bette  Midler 
won  a  $400,000  settlement 
when  Ford  Motor  used  a  bo- 
gus Divine  Miss  M  in  a  voice- 
over,  warbling  Do  You  Wanna 
Dance?  in  a  Mercury  Sable 
commercial. 

But  the  Vanna  White  case 
takes  things  one  step  further. 
In  the  Midler  situation,  the 
ad  took  liberties  with  her  ar- 
tistic rendering  of  a  signature 
song.  Vanna,  who 
wouldn't  comment, 
argues  in  her  suit 
that  her  image  is 
on  a  par  with 
creative  output. 
Samsung  says  it 
didn't  intentional- 
ly swipe  her  im- 
age. The  company 
recently  lost  a  bid 
to  avoid  a  trial: 
One  is  expected 
next  year. 
All  this  frustrates  the  Mad 
Ave.  crowd.  Ad-law  expert 
Andrew  Sacks  grouses  that 
the  commercials  don't  "affect 
the  celebrities'  ability  to  mar- 
ket themselves.  I  wish  these 
people  would  take  a  joke."  ■ 


nounced.  Baldie-playing,  ex- 
cluding dividends,  yielded  a  cu- 
mulative 89.2%  gain.  The  dogs 
were  more  than  offset  by  ace 
performers  such  as  Federal 
Express,  Motorola,  and  Texas 
Instruments.  The  same  bucks 
invested  on  the  award  dates 
in  the  Standard  &  Poor's  500- 
stock  index  delivered  33.1%.  ■ 


COMPANY 

VALUE  ON 

CHANGE 

(AWARD  DATE) 

9/30/93 

AT&T  (1992) 

$1,217 

21.7% 

AT&T  (1 992)' 

1,217 

21.7 

FEDERAL  EXPRESS  (1990) 

1,875 

87.5 

GENERAL  MOTORS  (1990) 

1,219 

21.9 

IBM  (1990) 

372 

-62.8 

MOTOROLA  (1988) 

5,423 

442  3 

SELEC  RON  (1991) 

4,212 

321.2 

TEXAS  INSTRUMENTS  (1992)  1,598 

598 

WESTINGHOUSE  (1988) 

525 

-47.5 

XEROX  (1989) 

1,263 

26.3 

TOTAL 

18,921 

89.2 

S&P  500 

13,310 

33.1 

'ATST  won  twice:  For  its  credit  cords  ond  for  its  Ironsmission 
systems  DATA:  ASSOCIATES  FOR  IMPROVEMENT  MANAGEMENT 


DRAWN  AND  QUARTERED 


THE  DEBT  LOAD  IS 

AT  THE  END  OF  THE  HALL 


Want  to  know  why  bond- 
holders are  the  poor  re- 
lations of  the  investing  world? 
Take  the  hapless  souls  who 
checked  their  money  into 
Marriott  bonds.  Last  fall, 
the  company  announced  that 
it  would  split  into  a  highly 
profitable  hotel  operator  and 
a  so-so  hotel-property  own- 
er—and load  most  of  its  $2.9 
billion  debt  onto  the  weaker 
halfs  balance  sheet.  Marriott 
bond    prices  subsequently 
plunged  35%,  while  the  stock 
surged  by  about  the  same 
amount.  So,  a  bunch  of  bond- 


holders sued,  claiminght 
had  lost  $40  million. 

Now,  the  deal  is  almoji 
to  go  through,  because  || 
issuers  hold  all  the  careji 
disputes  like  this.  Marrio:ti; 
mollified  many  of  its  bom 
ers  by  shifting  some  qti 
debt  to  the  hotel-opera 
arm  and  exchanging  he 
paper  for  new  issues  da 
one  percentage  point  I 
in  interest.  When  tocjl 
bondholders  signed  uifi 
the  exchange  in  two  cja 
of   bonds,    Marriott  it 
changed  the  rules:  It  w 
take  less  than  the  51%  <|f 
paper  it  sought.  Whi 
bondholder  suit  is  sti.  1 
Marriott  likely  will  gc  if 
cheap  in  a  settlement. 


SHOW  BIZ 


ROBERT  E.  LEE  HE  AIN'T 


c 


Cable-TV  mogul  Ted  Turn- 
er is  married  to  actress 
Jane  Fonda  and  is  buying  two 
Hollywood  studios,  New  Line 
and  Castle  Rock. 
No  surprise,  then, 
that  he  is  about  to 
make  his  debut  on 
the  silver  screen. 
Turner  has  a  five- 
second,  one-line 
cameo  role  as  a 
Confederate  gener- 
al in  the  movie 
( lelti/slm/y,  due  out 
Oct.  8  from  his 
own  TBS  Inc.  The 
flick  will  have  a 
limited  theatrical  release— 80 
screens— and  then  will  air  on 
Turner's  TNT  network.  Says 
Misty  Skedgell,  a  Turner 
spokeswoman:  "He's  a  big 


Civil  War  buff."  You'd  hi 
be  one,  too,  to  sit  thi 
this  opus:  It's  four  hours 
Turner,  saber  flailing 
helps  lead  Pic 
Charge,  is  ir 
down  by  witl 
Yankee  fire 
unlike  his  ill- 
attempt  to 
the  bidding 
Paramount 
munications.  I 

Given  Tuijt 
new  studios,  pi 
Hollywood 
expect  him 
come  a  lattejjt 
Alfred  Hitchcock,  turnii 
often  in  movie  cameos 
spokeswoman  Skedgell 
she's  "not  aware  of  any 
er  plans  for  future  rolesi 


B 


DTNOTES 

Viacom's  initial  bid  for  Paramount,  1993:  14%  cash,  86%  stock.  Paramount's  bid  for  Time,  1989:  100%  cash,  0%  stock. 
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THE  NEW  WAY 
TO  EXPRESS  YOUR 
INDIVIDUALITY. 

WORDPERFECT  6.0  FOR  WINDOWS. 
THE  MOST  CUSTOMIZABLE  WORD  PROCESSOR 
EVER  WRITTEN.  COMING  IN  OCTOBER. 
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REAGANOMICS: 
RIGHT  OR  WRONG? 


In  "The  world  knows  that  Reaganomics 
was  right"  (Economic  Viewpoint,  Sept. 
27),  Paul  Craig  Roberts  clings  to  the 
Reagan  myth  like  lint  sticks  to  wool. 
Yes,  President  Reagan  slashed  personal 
income  tax  rates,  and  it's  true  that  more 
people  joined  the  millionaires'  club  in 
the  1980s  than  in  any  period  in  our  his- 
tory. In  singing  the  praises  of  Reaga- 
nomics, however,  Roberts  has  complete- 
ly ignored  a  gruesome  legacy:  a 
quadrupling  of  the  national  debt,  a  dis- 
mantling of  the  middle  class,  massive 
corporate  leveraging,  record  numbers  of 
Americans  living  below  the  federal  pov- 
erty level,  unprecedented  levels  of  bank- 
ruptcies, stagnation  in  our  wages,  the 
s&L  debacle,  and  the  transformation  of 
the  U.  S.  from  the  world's  largest  credi- 
tor nation  to  the  largest  debtor. 

Jeffrey  S.  Hurwitz 
Warren,  N.  J. 

Paul  Craig  Roberts  laments  the  al- 
leged march  back  to  Big  Govern- 
ment while  asserting  that  Reaganomics 
worked.  Wasn't  it  Mr.  Reagan  who  bor- 
rowed and  spent  over  $3  trillion  we  did 
not  have?  Is  this  not  Big  Government? 

William  A.  Smith 
Atlanta 

This  is  not  economics,  it  is  blind  love 
and  faith.  An  honest  Roberts  would 
rename  his  organization  "The  Institute 
for  Reagan  Worship." 

Edward  Ferre 
Tokyo 

THE  TEXTILE  INDUSTRY 

WEIGHS  IN  FOR  NAFTA  

Regarding  "Why  NAFTA  just  might 
squeak  through"  (Top  of  the  News, 
Aug.  30),  I  was  heartened  by  the  head- 
line on  the  article  and  horrified  by  the 
table,  which  stated  the  textile  industry 
opposed  it. 

The  American  Textile  Manufacturers 
Institute  has  been  an  early  and  enthu- 
siastic supporter  of  NAFTA.  Some  80 
U.  S.  textile  companies  are  members  of 
t'SA*NAFTA.  The  American  Apparel  Man- 


ufacturers Assn.,  the  American 
Spinners  Assn.,  along  with  atmi.) 
belong  to  usa*nafta,  as  do  ma;j 
their  member  companies. 

The  people  in  our  company's  fac 
in  Alabama,  Georgia.  North  Car 
and  South  Carolina  can  manufactur 
ric;  print  or  dye  it;  fabricate  it 
sheets,  comforters,  or  spreads;  pa< 
it;  and  send  it  to  customers  in  M< 
giving  Mexican  consumers  outsta 
value  while  creating  jobs  for  Amer 
NAFTA  will  benefit  our  people. 

It  is  a  red  herring  that  the  t 
jobs  will  flee  to  Mexico.  Any  Am< 
company  that  seeks  lower  labor 
can,  under  Trade  Regulation  807,  a 
ble  anywhere  in  the  world  and  gai 
benefit  of  lower  labor  costs.  If 
costs  were  the  only  criterion, 
would  be  a  manufacturing  powerh 

NAFTA  provides  the  U.  S.  textif  1( 
dustry  with  one  of  the  best  oppp 
nities  in  memory.  You  can  characfi: 
the  industry  as  "very  strongly  prq  { 
Walter  Y.  M 
Chairman  <§bl 
Springs  Industries 
Fort  Mills,! 

THE  TAX  PERILS 

OF  STOCK  FUNDS  

Your  article  "How  much  are  you|i 
ly  earning  on  your  mutual  nils' 
(Finance,  Sept.  27)  stops  one  step  |a 
of  giving  a  true  picture  of  the  tax  si 
one  faces  buying  a  stock  fund.  If  « 
event  such  as  a  market  correction  ei 
to  trigger  a  mass  exodus  of  invest 
funds  would  need  to  raise  cash  to  a 
the  requests  for  redemptions  by  sijffl 
securities  that  would  give  the  best  \ii 
securities  that  are  selling  for  morei! 
the  fund  originally  paid— triggeri?. 
capital  gain. 

For  those  investors  who  stay  invitt 
in  the  fund,  there  would  be  two  eta 
quences:  The  fund  is  worth  less.pr 
the  fundholder  will  have  to  pay  tax<t< 
gains  from  the  sale  of  the  securitii. 
one  were  to  hold  just  a  securityir 
not  a  fund,  taxes  on  the  gain  area 
when  one  sells  the  stock  or  bond. 

In  1987,  the  year  of  the  market  els 
I  had  to  pay  taxes  on  the  gains  frortt 
underlying  securities  sold  by  the  ft 
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We're  Offering  A  Subtle 
Incentive  To  Fly  Our  Luxurious 


Save  On  Future  Flights  and 
Earn  Mileage,  Too.  Only 
With  Alitalia's  Club  Ulisse. 

Now  on  each  transatlantic  flight  in  our  new  Prima 
Business  Class,  our  Club  Ulisse  Award  Program  entitles 
you  to  $200  in  savings,  each  way  ($300  for  Top  Class  ) 
applicable  towards  any  fare  on  future  flights.  You'll  also 
accumulate  mileage  for  your  frequent  flier  program. 
Our  refurbished  Prima  Business  Class  offers  state-of- 
the-art  seats  you  can  adjust  for  uncommon  comfort  and 
lumbar  support,  a  new  menu  and  elegant  new  dining 
service.  For  a  copy  of  our  Club  Ulisse  Award  brochure 
call  1-800-843-9000.  Fly  Alitalia's  new  Prima  Business 
Class.  See  what  a  pleasure  it  can  be  to  save  as  you  fly. 
Call  your  travel  agent  or  Alitalia  at  1-800-223-5730. 

Alitalia  is  a  participant  in  the  mileage  programs  of  Continental,  United  and  USAir. 

Alitalia 


'•Ulisse  Award  Program  is  valid  only  for  full  fare  tickets  issued  in  the  U.S.  until  March  31,  1994.  Each  transatlantic  leg  flown  entitles  Top  Class  passengers  to 
;,  and  Prima  Business  Class  passengers  to  two  $  100  savings  vouchers,  redeemable  against  any  Alitalia  flight,  for  travel  prior  to  June  14,  1994.  Vouchers  may  be 
mulated  without  limit  until  March  31, 1994  and  are  transferable  at  passenger's  discretion.  This  program  is  not  combinable  with  any  other  discount  or  promotion. 


even  though  I  remained  in  the  fund  and 
the  fund  was  worth  less  than  I  had  paid. 

By  being  in  a  mutual  fund,  the  inves- 
tor needs  to  realize  that  the  actions  of 
other  investors  in  the  fund  can  affect 
one's  investment. 

Jerrold  M.  Newman 
New  York 

THE  NEWTON  MAY  GIVE 

APPLE  THE  LAST  LAUGH  

Your  article  covering  Apple's  New- 
ton ('"My  norse  15  critics,'"  Top  of 
the  News,  Sept.  27)  strikes  me  as  well- 
balanced,  but  I'd  like  to  add  a  point 
that's  easy  to  miss  when  looking  at  such 
new  technology:  A  tool  itself  is  neither 
praiseworthy  nor  laughable  without  first 
considering  its  specific  purpose. 

Should  we  have  a  laugh  at  those  try- 
ing to  use  the  Newton  for  jotting  notes 
in  the  field?  It  looks  a  bit  silly  for  now. 
If  a  tool  simply  doesn't  work  as  intend- 
ed, the  fun-poking  is  deserved— and  then 
some.  But  the  laughter  may  not  last. 

Could  a  construction  inspector  use  a 
Newton-presented  inspection  checklist 
to  automatically  generate  a  report  and 
set  of  recommendations?  Could  police 
use  it  to  write,  print,  and  transmit  tick- 
ets? Ouch!  The  laughter  will  start  to 
fade  if  practical  applications  pay  off,  and 
the  cost  benefits  are  demonstrated. 

Paul  Selden 
Dearborn,  Mich. 

HOW  MICROSOFT 

SHOULD  LEAD  

Regarding  "Novell  vs.  Microsoft: 
What's  behind  the  hate"  (Informa- 
tion Processing,  Sept.  27),  I  work  for  a 
leading  systems  integrator,  and  I  have 
been  very  active  with  the  personal-com- 
puter department.  As  a  result,  I  have 
paid  attention  to  the  antitrust  probe 
into  Microsoft— and  Novell's  assistance. 

The  problem  with  the  whole  thing  is 
that  it  makes  no  sense;  it  seems  to  be  a 
case  of  sour  grapes.  How  can  there  be 
antitrust  proUems  if  there  are  competi- 
tive products  available  from  other  sourc- 
es? The  problem  is  the  competitors  are 
having  a  hard  time  competing. 

Microsoft  was  in  the  right  place  at 
the  right  time  and  as  a  result  has  en- 
joyed tremendous  success.  They  make 
excellent  products,  price  them  competi- 
tively, and  provide  good  customer  sup- 
port. At  times,  Microsoft  is  arrogant 
and  seems  to  want  to  be  the  one  stop 
for  all  of  everyone's  software  needs.  But 
it  has  also  provided  leadership  and  vi- 
sion to  a  developing  industry. 

If  Microsoft  were  broken  up,  would 
there  still  be  a  leader  with  vision  in  this 
industry?  Would  it  be  Novell,  WordPer- 


fect, Lotus,  or  Borland?  Would  we  have 
to  revisit  this  issue  again  in  a  few  years 
as  a  company  gains  dominance  and  sets 
the  standards  that  the  rest  of  the  in- 
dustry must  follow?  The  answer  is  yes. 
You  can't  have  interoperability  and  com- 
patibility without  some  dominant  compa- 
ny providing  standards  and  direction. 

Microsoft  needs  to  set  aside  its  arro- 
gance and  nurture  the  relationships  with 
other  vendors  and  its  competitors.  We 
need  "mopetition"— you  compete,  but  you 
share  information  that  benefits  all  others 
and  customers.  Quit  the  world-domina- 
tion mentality  and  concentrate  on  world 
coopetition.  Then  Microsoft  can  truly 
become  the  industry  leader  it  envisions 
itself  to  be. 

Chad  C.  Burdette 
New  York 

THE  IRS  IS  WATCHIHG 

YOUR  S's  AND  Cs  

■  n  "Small  Business:  Rethinking  your 

■  tax  status"  (Personal  Business,  Sept. 
27),  you  indicate  that  an  advantage  of  S 
corp  status  is  that  "management  com- 
pensation is  less  likely  to  be  disallowed 
as  unreasonable  by  the  Internal  Revenue 
Service,"  a  commonly  held  belief. 

However,  it's  not  a  quibble  but  a  po- 
tentially devastating  problem  that  an  S, 
which  was  formerly  a  C  that  had  accu- 
mulated earnings  when  it  switched,  must 
be  as  cautious  as  it  was  before.  Reason: 
To  the  extent  that  compensation  is  found 
by  the  IRS  to  be  "unreasonable"  and  in 
excess  of  S  profits,  it  is  considered  to  be 
a  dividend  out  of  previously  accumulated 
(C)  earnings  and  doubly  taxed. 

Mark  I.  Wolk 
Mark  I.  Wolk  &  Associates 
Pittsburgh 

A  COMMUNITY  OF 

COLLEGE  AHD  CORPORATION  

The  mission  statement  of  the  commu- 
nity college  has  indeed  included  the 
academic  preparation  of  students  who 
may  eventually  transfer  to  the  senior 
four-year  colleges  and  universities.  Our 
mission  statement  has  recently  been  sup- 
plemented by  the  business  community 
and  community-college  liaisons  your  arti- 
cle "Retooling  American  workers"  (Social 
Issues,  Sept.  27)  discusses. 

We  have  recognized  that  lifelong 
learning  and  lifetime  gainful  employment 
are  absolutely  crucial  for  both  personal 
and  corporate  economic  development. 
Your  article  was  right  on  target  in  this 
regard. 

Wayne  A.  Drapeau 
Professor  of  Marketing/Retailing 
Nassau  Community  College 
Garden  City,  N.Y. 


Your  article  is  right  on  the 
Supporters  of  community  colli! 
have  known  for  years  that  our  sclfl 
are  ideally  suited  to  prepare  AmeiB 
work  force  for  the  global  marketpB 
We're  glad  to  see  that  the  business  I 
munity  agrees. 

Gary  W.  li 
Executive  Dirdl 
Illinois  Community  Coll 
Trustees  /» 
Springfielcftj 

DESIGN  DECISIONS 

NEED  INPUT  FROM  THE  TOP       1  j 

■  was  glad  to  read  that  superficial 
I  sign  is  not  the  fix-all  for  slumping  Be 
("Zenith  Data:  Good  looks  may  ncfb 
good  enough,"  Design,  Sept.  27).  Hop 
er,  I  think  that  frogdesign  Inc.  mafb 
taking  a  bad  rap  in  the  article,  bee  is 
it  did  not  clarify  that  American  corn 
tions  frequently  have  difficulty  uibi 
standing  the  role  industrial  design  h  t 
offer  in  product  development.  If  dep 
ers  are  only  allowed  to  have  stylinii 
put  to  a  product,  their  achievements 
only  be  superficial.  Robert  Brunndl 
Apple  Computer  Inc.  is  correct  in  sag 
good  design  "has  to  go  deeper  intch 
product  and  what  a  product  does  to  | 
people  interact  with  it,"  and  App 
fully  behind  him  in  that  regard. 

My  experience  is  that  the  high' 
the  corporate  structure  that  the  val 
design  is  recognized,  the  better  th$e 
sign  solution  benefits  the  manufactre 
as  well  as  customer.  I  don't  want  txw 
that  industrial  design  is  all  one  needtto 
a  better  product,  but  it  is  certainlyB 
of  the  important  weights  that  renis 
balancing  in  product  development.  H 
Loren  D.  Stm 
Stirling  Dagi 
Capitola,  (H 

FLORIDA'S  CRIME 

SURE  LOOKS  LIKE  A  LOT  

Your  article  "Is  it  tourist  seasojo 
open  season  in  Florida?"  (Top  oth 
News,  Sept.  27)  on  crime  and  the  Bri 
da  tourist  trade  paraphrases  Florida 
ficials  stating  "that  fewer  than  0.5  fl 
Florida's  41  million  visitors  are  victir  < 
violent  crime." 

Wait  a  minute.  Another  way  of  si  1 
the  same  thing  is  that  the  incident  0 
violent  crime  is  approaching  one  viir 
per  200  visitors:  That's  a  lot  of  crii*! 

Richard  Gi  n: 
BarringtoijDI 


Letters  to  the  Editor  should  be  sent  to  Readers  i 
Business  Week,  1221  Avenue  of  the  Americas 
York,  N.  Y  10020  Fax  (212)  512-4721.  All 
must  include  an  address  and  daytime  and  evenir 
phone  numbers.  We  reserve  the  right  to  edit  left 
clarity  and  space. 
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The  evolution  of  photography.  Not  just  a 
mem.  It's  a  statement.  It  says  you  under- 
md,  style  is  an  element  of  performance, 
s  Canon's  new  Sure  Shot  Z115.  There's 
j)  a  champagne  metal  cover.  A  38-1 15mm 

power  zoom  lens, 

W 

Official  Sponsor  of  World  Cupl)S/\$4  ™  -©1991  WCW1SI 


An  automatic  flash  with  red-eye 
reduction.  And  a  best  shot  dial 
with  7  modes  for  the  flexibility  to 
take  perfect  shots  in  any  situation,  day 
or  night.  Explore  the  possi-  C?c\11011 
bilities.  Seek  a  higher 
level.  It  all  begins  with  Z. 


)  1993  Canon  US.A  .  Inc 


rom  France 


A  VINTAGE  WEEKEND 
AT  THE  OLD  CHATEAU 
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JOURNALIST 
A.M  0  H  G  TH  E 
GYPSIES: 
BUSE.AU  CHIEF 
TOY  'RIGHT 
RtARj  WPTM  A 
FfW  OF  HIS 
FELLC  H 
PICKERS  AT 
ST—EM  I U  O  H  '  S 
CHATE.AU 
PA  VIE 


1212  bj.,    ■::    "'z<  'jT'jx.<    :  V- 


Middle-aged  and  deskbound.  Pm  a 
OO  ial]  behind  my  fellow  workea 
hurt  my  web..-:  •  •:  :r  v.uadj 
grapes  into  mush.  1  also  wonder 
m  relate  to  Gypsies.  Bui  a?  a  mini 
er.  Pre  fantasized  for  years  about  ti| 
in  a  French  vineyard.  I've  TmagTreJ 
peasants  picking  all  day  and 
spending  -winy  nights  around  theg 
ress.  ]  ieel  lucky  to  be  at  Pavie.  n 
down-to-earth  people  who  make  q 
the  top  Bord 
wines:  a  premier  J 
rrw.  or  first  | 
growth.  Si~-Sei 
bursting  with  the 
plex  flavors  of  th 
bernet  franc,  cabs 
sauvignon.  and  m 
grapes  thai  fill  b6 
of  chalky  clay  so 
this  celebrated  ea 
of  France. 

We  split  into  U 
and  plunge  into  the  rows  of  vines 
apple-cheeked  woman  named  li 
shows  me  the  ropes.  To  get  sd 
grapes,  she  first  rip?  off  layers  of  le 
"No.  no.  not  Hke  that,"  she  scolds  iri 
it.  "like  this."  1  can  see  no  d 
enee  in  our  defoliation  techniques, 
my  dippers  1  snip  a  stem  and  pu] 
my  first  offering  to  the  wine  love 
the  world  a  bunch  of  meriot  grap 
voluptuous  as  all  creation.  I  eat  a 
grape.-:  No  fruit  ever  tasted  sweet 
The  morning  air  carries  a  lovely 
sy  voice  singing  religious  songs:  Mo 
my  co-workers  are  Pentecostal  evai 
ists.  who  speak  in  tongues  at  their 
val  meetings.  Rosa  a  member  a 
team,  holds  up  a  plump  buneh  & 
grapes.  "Just  look  at  the  beauty  of  1 
she  marvels.  I  marvel  in  turn  that 
can  still  see  such  beauty  after  30  j 
- 

BLOOD  AND  SOUP. 

elated  to  find  Tm  working  fast-  Wi 
worker  with  a  box  on  his  back  < 
"Videz,  s"il  wus  plcrif — empty,  plea 
my  basket  b  fuller  than  the 
ers.  I  get  as  high  on  picking 
I  had  drunk  the  results. " 
the  inevitable  happens:  In 
ing  to  clip  grape  clusters 
are  intricately  entwined,  I 
deeply  into  my  index  finfl 
Work  stops.  Patrick,  who  sol 
vises  the  picking  while  hiaj 
ther  runs  the  winery.  rusbJ 
to  find  bandages.  The  G$m 
cluck  sympathetically.  TQm,  m 
foreman,  assures  me  that  thJ 
secticide  on  the  vines  wiD  1 
vent  infection.  On  my  wound] 
squeezes  grape  juice,  guaranw 
to  stop  the  bleeding. 

But  the  blood  flows  f<wi 


I'll  always  remember  that 
face.  The  srrumxyrderirig  on 
a  tear.  Silencmis powerful 
asjnusic.  mss  as  lively  as  the 
diamond  I  nervously  slipped 
on  her  finger  And  now 
that  we  have  come  so  jar 
together; perhaps  nav  is  the 

merit  to  celebrate  that  love, 
once  again,  with  a  diamond 
as  exceptional  as  our  love. 


Exceptional  woman 
Eocb^tionaL  diammcL 


De  Beers 


.etter  From  France 


hour  more:  extra  zip,  I  figure,  for  the 
1993  vintage.  I'm  delighted  at  noon 
when  someone  shouts,  "Lo  soupel"— and 
we  break  for  a  two-hour  lunch. 

Eating  macaroni  with  Rino  and  Ti- 
tone  outside  their  trailer,  I  learn  that 
the  vendange  isn't  what  it  used  to  be. 
Many  growers  have  switched  to  me- 
chanical harvesters,  which  shake  the 
grapes  from  the  vines.  "They  pick  up 
snails,  toads,  and  even  snakes,"  snorts 
Rino— a  burly,  joke-loving,  Pentecostal 
minister  who  also  sells  clothing  at 
outdoor  markets  in 
Alsace.  "But  someday," 
he  says  ruefully, 
"everyone  will  use 
machines." 

"Not  while  I'm 
alive,"  Valette  vows 
later.  Yet  son  Patrick 
picks  by  machine  at  a 
small  vineyard, 
Chateau  Musset,  that 
he  rents  in  nearby 
Montagne-St.-Emilion. 
And  apart  from  the 
best  vineyards  in  the 
region,  many  Bor- 
deaux growers  are 
switching  to  machines. 
CLIPPER  CRISIS.  Ma- 
chine harvesting 
means  that  the  cobble- 
stone streets  of  the 
medieval  village  of 
St.-Emilion  no  longer 
echo  at  night  with 
vendangeur  revelry.  In 
part  that's  because 
French  students  who  used  to  pick— and 
who  led  the  revelry— no  longer  come. 
And  hardworking  Gypsies  go  to  bed  ear- 
ly. There'll  be  no  cheery  nights  'round 
the  grape  press,  either,  because  the 
winemaking  is  over  by  7:30  p.m.  In  fact, 
there  is  no  grape  press;  rather,  a  more 
prosaic  mechanical  crusher  removes 
stems,  breaks  grape  skins,  and  pumps 
whole  fruit  into  the  fermentation  vats. 

Lunch  is  hard  to  leave:  Rino  pours 
schnapps  and  discourses  on  Gypsy  cul- 
ture. "Governments  want  us  to  settle 
down,"  he  complains.  "Next  they'll  try  to 
stop  birds  from  flying  over." 

Finally,  we  leave  for  a  hilltop  vine- 
yard, where  mud— and  schnapps— make 
picking  tough.  By  now  I've  bonded  with 
my  co-workers  and  am  sticking  to  their 
pace.  We  stop  a  lot  to  talk,  irritating 
Rino.  I  tell  a  woman  she's  lucky  to  work 
in  fresh  air  instead  of  an  office.  "Ro- 
manticism!" she  scoffs.  She's  probably 
right— harvesting  grapes  doubtless  loses 
its  charm  after  a  few  days.  A  cutesy 
tourist  "train"  with  phony  steam  engine 
drives  by  on  a  narrow  road  that  winds 
through  the  vineyards.  It's  filled  with 


RICH  HARVEST:  1990  PAVIE  COSTS 
ABOUT  $30  A  BOTTLE  IN  THE  U.S. 


gawkers  who  take  our  picture.  I  wave, 
feeling  superior. 

Then  I  make  my  second  gaffe.  Having 
stowed  a  co-worker's  clippers  in  my  bas- 
ket while  she  takes  a  break,  I  realize 
they're  missing— apparently  emptied 
with  my  grapes.  Work  stops.  Rino  says 
they  could  destroy  the  crusher.  A  fore- 
man jumps  in  a  pickup  to  warn  winery 
workers.  I'm  thankful  when  they  find 
the  clippers  atop  a  box  of  grapes. 

That  night  I'm  exhausted  but  proud 
of  myself.  I  dine  with  the  Valettes  in 
their  chateau,  as  Bor- 
deaux' big  country 
houses  are  called. 
They  are  wonderful 
hosts,  but  I  miss  the 
Gypsies.  And  it  turns 
out  I  won't  see  them 
again.  On  Sunday 
morning,  the  rain  re- 
turns, and  picking  is 
canceled. 

RUBY  CASCADE.  While 
it  rains,  I  visit  the 
winery  with  Valette, 
who  is  checking  on 
the  first  stages  of  fer- 
mentation. Opening  a 
spigot,  he  holds  two 
glasses  under  a  jet  of 
foamy  red  juice.  The 
new  wine— wit  li  no 
hint  of  alcohol— is  so 
sweet  it  dizzies  me. 
"Good  color  already," 
says  Valette,  satisfied. 

Sunday  lunch,  a 
vast  contrast  with 
Saturday's,  is  a  gathering  of  the  Val- 
ette clan  to  celebrate  birthdays  of  grand- 
children. At  a  formal  table  sit  20  people, 
devouring  huge  platters  of  raw  oysters, 
blanquette  de  veau,  cheeses,  and  custardy 
(7c  flottante  for  dessert.  With  wine,  of 
course.  We  start  with  Champagne,  then 
move  through  four  different  vintages  of 
Pavie.  I  love  the  1982.  "Still  too  young," 
says  Valette.  I  can't  believe  him— until  I 
taste  the  incredibly  smooth  1976. 

Valette  seems  jovial.  But  sitting  with 
his  back  to  the  window,  he  asks  Pat- 
rick, "Is  it  still  raining?"  Then  he  quick- 
ly adds:  "Don't  tell  me."  He  shrugs.  "Na- 
ture makes  wine,"  he  says.  "Man 
doesn't,"  A  week  ago,  Valette  had  hoped 
1993  might  be  one  of  the  best  vintages 
of  his  career,  comparable  to  1990  and 
1982.  Now,  he  fears  that  the  lack  of  sun 
in  these  crucial  last  days  means  1993 
Pavie  will  be  merely  "very  good."  Yet  I 
know  that  when  I  uncork  my  first  bot- 
tle, in  10  or  12  years,  it  will  taste  to 
me  like  the  vintage  of  the  century. 

STEWART  TOY 

Toy  is  BUSINESS  WEEK'S  Paris  bureau 
chief. 
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You  have  to  price  three  separate  issues.  And  you  only  get  one  shot. 


Get  this  done,  and  in  a  single  transaction  you  save 
your  company  from  burdensome  debt  and  recapitalize  it 
for  a  competitive  future.  The  strategy  is  to  repurchase  high- 
coupon  debt  Irom  bondholders,  issue  new  debt  with  more 
favorable  terms,  and  go  public  with  an  initial  equity  offenng. 

And  this  is  the  critical  moment.  You  have  to  price 


all  three  elements  —  making  each  one  attractive  to  irri 
tors  but  affordable  tor  your  company  —  simultaneously 
A  tall  order?  This  whole  venture  has  been  a  ta 
order.  First,  there  was  the  job  of  setting  up  the  tender* 
to  bondholders  —  who  had  to  be  convinced  that  both  th 
new  debt  issue  and  IPO  would  sell.  Then  there  was  the  si 


Hong  Kong 


London 


Los  Angeli 


Luxembourg 


Milan 


iding  the  right  investors  —  ones  who  would  suppon 
xategy  and  make  long-term  commitments.  There  were 
tiations,  strategy  sessions,  and  simultaneous  road- 
's for  both  the  debt  and  equity  markets.  All  this  while 
ing  your  company's  day-to-day  operations. 
But  you  were  prepared.  You  selected  a  global 


investment  bank  that  could  bring  off  this  kind  of  multi- 
market  transaction.  They  brought  you  scope,  thinking, 
determination  and,  above  all,  credibility  with  investors. 

While  it  hasn't  been  easy,  and  it  isn't  over  yet,  you 
feel  confident  these  people  will  know  how  to  price  each 
issue  so  that  you'll  hit  all  three  targets  with  one  shot. 


MORGAN  STANLEY 


San  Francisco  Seoul  Singapore  Taipei  Tokyo 


Toronto  Zurich 


YouVe  improved  product  quality,  invested  ir 
new  technology,  even  lowered  your  prices.., 


So  why  is  the  competition  gaining  on  you? 


A  critical  element  may  be  missing  from  your 
competitive  strategy  —  a  focus  on  your  relation- 
ships w  uli  your  customers. 

In  .i  world  of  parity  products  and  services,  the 
quality  of  youi  customer  relationships  may  be  the 
onh  thing  that  can  set  you  apart. 

7  he  ke\  quest  ion:  Hi  >u  do  \  >  >u  ensure  that  y<  »ur 
people  who  interact  with  customers  have  the  skills 
the\  need  to  build  and  maintain  lasting  partner- 
ships w  itli  them.' 

The  \  ery  survival  of  your  company  depends  on 
the  answer  to  that  question.  And  we  can  help  you. 

We're  Learning  lnternation.il,  the  world's 
leading  training  company  dedicated  to  strenyth- 
ening  our  clients'  performance  w  ith  their  cus- 
tomers. For  more  than  50  years,  we've  been  helping 
the  world's  most  successful  organizations  to  out- 
distance the  competition. 

We  provide  market -tested  training  programs  — 


including  our  new  Quality  Service  Skills  system  — 
tor  customer-contact  professionals.  Training  that 
will  help  make  every  customer  interaction  count. 

Training  that  will  help  your  people  develop 
the  skilh  needed  to  win  new  business  —  and  build 
customer  loyalty. 

Training  that  w  ill  help  you  not  only  achieve  a 
competitive  advantage,  hut  sustain  it.  In  a  word, 
training  that  gets  results. 

It  vou'd  like  to  learn  more  about  the  Quality 
Service  Skills  system,  or  to  obtain  a  copy  of  our 
w  hite  paper,  Lessons  From  Top  Service 


Provide) 


rs,  call  or  wr 

Learning  Internationa 
225  High  Ridge  Road 
Stamford,  CT  06905 
1-800-456-9390, 
extension  63 


ite  today. 
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IA  UNARMED:  THE  LATIN  AMERICAN  LEFT  AFTER  THE  COLD  WAR 

ge  G.  Castaneda 
•  498pp  •  $27.50 

[TIN  REVOLUTIONARIES 
ARN  TO  LOVE  THE  SYSTEM 


razil's  auto  industry  will  produce 
a  record  1.3  million  cars  this  year, 
helping  expand  gross  domestic 

ict  at  a  5%  annual  clip.  What  trig- 
the  boom  was  a  pact  signed  in 

by  the  government,  auto  makers, 

nilitant  leftist  metalworkers  that 

ded  for  tax  breaks,  lower  profit 

us  for  companies,  and  the  holding 
of  workers'  wages. 

3  pact,  says  Jorge  G.  Castaneda, 

;  how  the  Latin  American  left  is 

ing  its  style  and  goals— from  con- 

ition  to  consensus-building,  from 

'orming  societies  to 

ning  them.  In  Uto- 

foarmed,  Castaneda 

s  Luis  Inacio  "Lula" 

va,  head  of  the  mili- 

vVorkers'  Party  and 

■r-up  in  Brazil  s  '89 

lential  election:  "You 

t  need  real  socialism 

able  to  eat,  to  have 


office,  leftists  will  affect  the  outcome  of 
the  shift  to  free  markets— and  the  U.  S. 
push  for  closer  hemispheric  economic  ties. 

Castaneda,  40,  brings  unusual  qualifi- 
cations to  this  undertaking.  He's  an  aca- 
demic (recently  a  visiting  professor  at 
Princeton  University)  and  a  leftist  in- 
sider—the son  of  a  former  Mexican  for- 
eign minister  and  a  friend  of  Cuauhte- 
moc Cardenas,  head  of  Mexico's 
left-of-center  Party  of  the  Democratic 
Revolution.  Noted  leftist  politicians, 
thinkers,  and  guerrillas  from  the  Amer- 
icas to  Europe  show  up  as  sources  in  his 


:h  such  adaptations, 
leftists  are  in  part 
ig  a  virtue  of  neces- 
From  Marxists  to 
*ate  reformers,  they 
been  battered  by  re- 
ion,  by  defeat  or 
late  in  guerrilla  up- 
s  and  by  the  failure 
momic  policies  they 
sed,  such  as  state  ownership  of 
ldustries  and  protectionism.  Free- 
;t  regimes  from  Mexico  to  Argenti- 
e  having  considerable  success,  as 
ired  by  renewed  GDP  growth, 
antime,  armed  leftists  have  mostly 
own  their  guns  to  go  into  electoral 
:s,  leaving  only  a  core  of  Shining 
Maoists  in  Peru  and  a  few  other 
bands.  Fidel  Castro's  regime  has 
ken  from  heroic  to  pathetic,  strug- 
to  keep  Cuba's  economy  afloat, 
depicting  the  left's  bleak  state,  Cas- 
a,  once  a  member  of  a  Mexican  so- 
party,  clearly  has  two  aims.  One  is 
1  fellow  leftists  where  they  erred 
ow  they  should  change.  The  other 
show  a  wider  audience,  including 
Americans,  what  makes  the  Latin 
ick  and  where  it  is  heading.  His 
-and-all  approach  gives  his  book 
credibility  and  readability.  It's  an 
tant  effort,  because  in  or  out  of 


mn  or  out  of  office, 
leftists  will  affect  the 
shift  to  free  markets  - 
and  the  U.S.  push  for 


closer  economic  ties 


book.  Educated  in  the  U.  S.  and  France, 
now  a  columnist  for  Newsweek  Interna- 
tional and  the  Los  Angeles  Times,  Cas- 
taneda is  part  of  what  he  depicts  as  the 
Latin  left's  new  international  outreach. 

His  basic  message:  The  Latin  left  still 
has  a  valid  mission  and  an  electoral  fu- 
ture. The  mission  is  unchanged:  to  join 
social  justice  with  democracy  and  bring 
millions  of  people  into  the  economic  and 
political  mainstream.  But  after  decades 
of  brutal  repression  by  authoritarian  re- 
gimes, leftists  value  democracy  and  hu- 
man rights  more  highly  than  they  once 
did.  And  even  those  farthest  left,  ex- 
cept perhaps  Shining  Path,  now  hope 
only  to  reform,  not  remake,  society. 

Castaneda  makes  no  forecasts,  but 
it's  clear  the  left  will  eventually  regain 
some  lost  electoral  ground.  That's  be- 
cause benefits  of  the  growth  spurred  by 
free-market  policies  won't  soon  be  felt 
by  large  numbers  of  poor  or  even  mid- 


dle-class voters.  Castaneda  points  to  the 
wide  lead  the  Workers'  Party's  Lula 
holds  in  the  polls  over  other  Brazilian 
presidential  aspirants. 

The  new  Latin  left  is  a  reformist 
melting  pot  of  social  democrats,  popu- 
lists, former  party-line  communists,  and 
ex-guerrillas,  says  Castaneda.  One  cause 
for  worry  is  a  growing  indifference  to 
parties  of  any  stripe  that  surfaced  last 
year  in  Venezuela,  where  few  citizens 
stood  up  to  military  populists  who  twice 
attempted  coups.  But  parties  such  as 
Brazil's  Workers'  Party  are  tapping  new 
sources  of  support  in  Latin  America's 
burgeoning  "civil  society."  They  are  build- 
ing ties  with  newly  proliferating  grass- 
roots groups— human-rights  defenders, 
consumer  activists,  shantytown  im- 
provers, Catholic  "base  communities"— in 
a  region  where  power  and  initiative 
have  always  flowed  from  the  top.  Says 
Castaneda:  "Power,  the  left  has  learned, 
is  . . .  everywhere." 

One  of  the  most  strik- 
ing changes  in  the  left  is 
the  decline  of  anti-Ameri- 
canism. No  longer  seeing 
the  U.  S.  as  a  hostile 
monolith,  Cardenas  and 
other  "new  nationalists" 
have  been  lobbying  and 
enlisting  allies  in  the  U.  S. 
among  groups  that  share 
the  aim  of  stopping  the 
North  American  Free 
Trade  Agreement.  In  so 
doing,  they're  also  trying 
to  loosen  the  grip  of  Mex- 
ico's political  monopoly, 
the  Institutional  Revolu- 
tionary Party  (PRI). 

Castaneda  exposes 
some  fascinating  dirty 
laundry  of  the  left,  such 
as  the  apparent  suicide  of  Salvadoran 
guerrilla  Salvador  Cayetano  Carpio— who 
called  himself  Central  America's  Ho  Chi 
Minh— after  factional  infighting  triggered 
the  ice-pick  murder  of  his  female  deputy. 
He  also  shows  nostalgia  for  the  revolu- 
tion that  failed,  as  in  a  sketch  of  "El 
Guajiro,"  a  Chilean-French  revolution- 
ary swashbuckler.  And  he  fires  occa- 
sional rounds  of  polemical  grapeshot  at 
targets  such  as  Nobel- winning  Mexican 
author  Octavio  Paz,  a  former  Castro  ad- 
mirer turned  conservative.  He  calls  Paz 
hypocritical  for  attacking  leftists'  reluc- 
tance to  condemn  Castro's  rule  even  as 
he  supports  Mexico's  repressive  PPtl. 

Castaneda's  expert  reading  of  the  Lat- 
in American  left's  turbulent  currents 
should  help  readers  understand  the  polit- 
ical ferment  that  undoubtedly  lies  ahead. 

BY  JOHN  PEARSON 
Senior  Writer  Pearson  was  a  correspon- 
dent based  in  Mexico  City  and  Caracas. 
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I  take  it  [ 

"Environmental  issuesare  often  controversial.  I  try  or  action  groups  are  not  the  enemy.  They  ar  i 

to  take  the  politics  out  of  it.  I'm  an  engineer.  The  solu-  partners  in  managing  the  environment.  We  ni] 

tions  I  propose  are  based  purely  on  facts.  Technical  always  agree,  but  we  all  have  the  same  goal.  '(i 

and  scientific  facts.  To  me,  governmental  agencies  know  I  care  about  the  environment,  profess) 


Akzo  is  one  of  the  worlds  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  products.  Somo1 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Ame« 
Corp.  Comm.  Dept./R6,  300  South  Riverside  Plaza,  Chicago.  II.  60606.  Phone  (3 1  2)  906-7500. 


CREATING  THE  RIGHT  CHEMISTRY  AK230 


iconomic  Viewpoint 


TALKING  MARRIAGE 

AND  THINKING  ONE-NIGHT  STAND 


BY  ROBERT  KUTTNER 


The  rush  to 
downsize  and 
replace  longtime 
employees  with 
temps  and  part- 
timers  makes 
corporate  rhapsodies 
to  empowerment, 
partnership,  and 
teamwork  so  much 
sweet  talk 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FAIRE 


I  n  attending  conferences  on  U.  S.  competi- 
I  tiveness,  I  keep  running  into  two  opposing 
I  credos.  One  holds  that  competitiveness 
stems  from  the  work  force  and  that  higher 
skills,  lifelong  learning,  and  employee  involve- 
ment are  necessary  elements  in  a  high-wage 
economy.  You  cannot  read  a  book  on  manage- 
ment or  attend  a  corporate  seminar  on  leader- 
ship without  encountering  exhortations  to 
teamwork,  empowerment,  partnership,  and 
long-term  outlook. 

At  the  same  time,  Corporate  America  is  in 
an  orgy  of  downsizing.  This  new  ethic  holds 
that  anyone  who  can  be  laid  off  should  be  laid 
off.  The  fever  evidently  began  in  the  glory 
days  of  the  hostile  takeover.  Raiders  overpaid 
for  companies  and  then  looked  for  assets  to  sell 
off  and  people  to  make  redundant  in  order  to 
raise  cash  and  cut  expenses.  In  recent  years, 
this  strategy  has  become  more  generalized: 
Everyone  is  relentlessly  downsizing  because 
the  competition  is  relentlessly  downsizing. 
A  REMEDY.  An  increasingly  trendy  concept  is 
the  Virtual  Corporation.  The  idea  is  that  a 
company  should  have  a  core  of  owners  and 
managers,  but,  to  the  greatest  degree  pos- 
sible, workers  should  be  contingent— tempo- 
rary, part-time,  or  on  short-term  contracts. 
This  gives  the  corporation  maximum  flexibility 
to  shift  vendors,  pare  costs,  and  avoid  long- 
term  labor  commitments. 

Obviously,  these  two  visions  of  corporate 
Utopia  clash.  If  most  of  the  people  connected  to 
the  corporation  no  longer  have  job  security,  all 
the  talk  about  teamwork,  empowerment,  in- 
vestment in  people,  and  long-term  orientation 
is  a  sham.  Without  a  reciprocal  commitment 
by  management  to  a  long-term  relationship, 
the  employee  who  buys  into  the  partnership 
model  is  being  romanced  for  a  one-night  stand. 

Moreover,  a  high-turnover  economy  under- 
mines the  promise  of  high  productivity  in  a 
macroeconomic  sense.  In  a  period  of  slow 
growth  and  perpetual  competition  to  slash  la- 
bor costs,  rising  efficiency  doesn't  translate 
into  high,  reliable  wages.  And  it  fails  to  add 
up  to  general  prosperity,  because  it  denies 
ordinary  people  the  purchasing  power  to  buy 
the  products.  What  to  do? 

One  ingenious  remedy  is  proposed  by  Sid- 
ney Harman,  chairman  of  Harman  Interna- 
tional Industries  Inc.,  former  Commerce  Under 
Secretary,  and  longtime  visionary  of  a  new 
labor-management  culture.  (Disclosure:  Har- 
man is  also  a  friend  of  long  standing  and  a 
sponsor  of  the  magazine  I  edit.)  Harman  runs 
a  $665  million  consumer-electronics  company 
employing  some  1,500  production  workers  in 
California's  San  Fernando  Valley. 

Harman  dubs  his  idea  Ole,  an  acronym  for 


Off-Line  Employment.  Scrap  wood  from  snjt 
er  cabinets  is  made  into  clock  faces  wB 
production  employs  workers  that  would  o£ 
wise  be  idled  during  downturns.  He  is  open 
outlet  stores  where  temporarily  idled  projj 
tion  workers  can  be  employed.  Make-orB 
decisions  are  being  rethought,  and  woiji 
being  brought  back  inside  his  plants.  Wi 
over,  he  regularly  pulls  workers  off  theB 
and  puts  them  into  training  rotations. 

Ole  seeks  to  create  an  internal  labor  bile 
for  periods  of  slack  demand  in  order  to  an 
layoffs.  Superficially,  this  resembles  thafs 
miliar  notion  of  seeking  new  profit  cerfef 
ancillary  to  traditional  lines  of  business,  m 
ever,  Harman's  primary  goal  is  not  additp 
product  lines  per  se,  but  the  creation  of  sm 
ture  of  long-term  employment.  "My  thinW 
was  stimulated  because  I  was  fighting  ag;iis 
the  use  of  temps.  Temps  are  bad  for  the  (pi 
omy;  they're  unfair  and  set  up  a  second  m 
of  employee.  If  people  have  confidence  in  ijei 
job  security,  productivity  increases,"  he  M 
Harman  production  workers  rotated  toffl 
assignments  keep  their  seniority,  health  hie 
fits,  and  connection  to  the  company.  "Whep 
mand  picks  up  again,  I  don't  have  to  tra| 
whole  new  batch  of  people,"  Harman  add 

As  Harman  recognizes,  no  one  companyai 
entirely  escape  larger  trends.  IBM,  the  quite 
sential  knowledge  company  and  investqi 
people,  was  long  famous  for  a  no-layoff  pec? 
Now  it  is  shedding  some  60,000  workers'.* 
cause  markets  and  technologies  changed,  I 
Big  Blue  was  slow  to  adapt.  Ironically,  ll 
newest  subsidiary,  Ambra  Computer  Cor]  i 
the  ultimate  Virtual  Corporation,  with  f< 
than  100  core  employees. 
public  service.  To  restore  a  culture  of  irB 
al  commitment,  Harman  proposes  that  ppEi 
policy  create  more  job  buffers  both  for  indjji 
ual  companies  and  for  society  generally. ito 
example,  government  could  create  a  bar!  o 
public-service  jobs  and  retraining  slots.  Cope 
nies  that  wished  to  follow  the  Ole  model  clilc 
place  temporarily  idled  employees  in  such  >b 
or  slots  but  continue  paying  benefits  andpn 
tinue  the  worker's  long-term  affiliation  it. 
the  employer.  The  unemployment-insure 
program  could  be  converted  from  one  I 
pays  people  to  be  idle  to  one  that  subsi(| 
both  the  lifelong  upgrading  of  skills  and  p»li> 
service.  It  would  help  if  macroeconomic  p 
emphasized  full  employment. 

These  strategies  collide  head  on  withKh' 
current  corporate  zeal  for  getting  rid  of  vt\ 
ers.  But  it  is  difficult  to  imagine  a  cultutO 
mutual  commitment  when  everyone  is  a  trip 
We  need  more  CEOs  to  pay  attention.  0  t< 
Harman. 
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ECONOMIC  VIE 


A  promise  not  to  act  like  your  fath  er  between  the  hours  o       ana  D. 


A  promise  to  remember  that  I  can  learn  a  few  things  from  you. 


A  promise  that  what  we  huild  together  will  last  more  than  a  lifetime. 


Nothing  strengthens  the  honcls  of  a  family  husiness  like  a  promise  kept.  At  MassMutual  we've  heen  helping 
people  keep  their  promises  for  more  than  140  years.  That's  why  they  rely  on  us  to  insure  their  lives,  their 
health  and  their  financial  future.  tfCCft 

MassMutual 

Ol993  Massachusetts  Mutual  Die  Insurance  Co  Spimglield  MA  011)1  tldp  VOU    kcCp   yOll  Y  pTOmiSGS 


t 


conomic  Trends 


i 


BY  KAREN  PENNAR 


THE  MUSCULAR  YEN 
COULD  CRUNCH  THE 
GLOBAL  ECONOMY 


JAPAN'S 
MODERATING  INFLATION 


'90  '91  '92  '93* 

▲  PERCENT  CHANGE  FROM  A  YEAR  «0    "FOURTH-OUARTEK  ESTUWTC 
DflA  DB/MtfttWHU.  BUSINESS  WEEK  ESTIMATE 


Disinflation— a  decline  in  the  rate  at 
which  prices  rise— is  not  merely  a 
U.  S.  phenomenon.  Other  major  industri- 
alized nations,  beset  by  recession  and 
laboring  under  tough  monetary-policy 
guidelines,  are  also  experiencing  it.  Now. 
some  economists  are  wondering  whether 
next  year,  in  Japan  at  least,  that  disin- 
flation might  turn  to  actual  deflation,  or 
an  outright  price  drop. 

The  biggest  impetus  would  be  the 
sharp  gain  in  the  value  of  the  yen.  Since 
the  start  of  the  year,  the  Japanese  cur- 
rency has  appreciated  25%  on  a  real, 
trade-weighted  basis,  and  that's  making 
times  tough  for  Japanese  exporters  and 
further  damaging  an  already  weak  econ- 


omy. By  one  rule  of  thumb,  says  William 
P.  Sterling,  international  economist  at 
Merrill  Lynch  &  Co.,  this  appreciation 
has  a  contractionary  effect  equivalent 
to  a  500  basis-point  rise  in  short-term 
interest  rates.  Japan's  growth  typically 
slows  after  a  sharp  rise  in  the  real  ex- 
change rate,  and  Merrill  Lynch  econo- 
mists, who  had  forecast  a  1%  gain  in 
real  gross  domestic  product  this  year, 
now  expect  no  growth  in  1993  and  a  2% 
gain  in  1994. 

Monetary  and  fiscal  policy  aren't  com- 
ing to  the  rescue.  The  official  discount 
rate  is  now  at  a  record  low  of  1.75%. 
giving  the  Bank  of  Japan  little  room  to 
ease  further.  And  Japan's  money  supply, 
says  Edward  S.  Hyman,  economist  at 
ISI  Group,  is  growing  at  a  paltry  1.6% 
annual  rate,  suggesting  that  a  mild  con- 
traction in  nominal  growth  may  occur 
in  the  final  quarter  of  the  year. 


Recent  emergency  fiscal  measures, 
meanwhile,  are  deemed  too  mild  to  stim- 
ulate growth.  Sterling  warns  that  the 
potential  for  deflation  and  rising  real 
rates  could  derail  next  year's  expected 
recovery.  And  if  Japan  fails  to  grow, 
that  will  slow  growth  worldwide. 


THIS  SURVEY  SAYS 
ASSEMBLY  LINES 
MAY  SPEED  UP  A  BIT 


Anew  monthly  economic  index  points 
to  a  small  improvement  in  the  out- 
look for  U.  S.  manufacturing.  The  busi- 
ness-outlook index  produced  by  the 
American  Production  &  Inventory  Con- 
trol Society  in  Falls  Church,  Va.,  and 
Evans  Economics  Inc.  rose  to  51  in  Sep- 
tember from  48.6  in  August.  The  biggest 
boost  to  the  index  came  from  an  unusu- 
ally low  reading  for  the  inventory/sales 
ratio,  which  suggests  that  future  pro- 
duction will  have  to  pick  up  to  meet  or- 
ders. The  new  index,  which  incorporates 
information  on  shipments,  employment, 
orders,  and  production  plans,  is  based  on 
confidential  survey  responses  from  about 
100  manufacturing  companies. 


HUMAN  CAPITAL  ONLY 
MEGABUCKS  WOULD 
BRING  REAL  RETURNS 


Although  the  issue  seems  to  have 
been  placed  on  the  back  burner  for 
now.  raising  public  and  private  invest- 
ment in  human  capital  remains  a  key 
objective  of  the  Clinton  Administration. 
Over  the  past  15  years,  real,  or  inflation- 
adjusted,  wages  for  men  have  deteri- 
orated, and  the  rewards  to  education 
and  skills  for  both  men  and  women  have 
risen.  The  evidence  has  convinced  scores 
of  economists  and  policymakers  that 
money  must  be  directed  toward  educa- 
tion and  training  to  raise  incomes  and 
productivity  in  the  U.  S.  But  how  much 
might  a  comprehensive  effort  to  raise 
skills  and  incomes  cost? 

An  investment  in  human  capital  is 
generally  assumed  to  yield  an  average 
return  of  about  10%.  That  is.  to  add 
S1.000  per  year  to  an  individual's  earn- 
ings, it  is  necessary  to  make  a  one-time 
investment  of  S10.000  in  that  person. 
Following  this  assumption,  Professor 
James  J.  Heckman  of  the  University  of 
Chicago  calculates  that  it  would  require 
an  investment  of  S284  billion  simply  to 
restore  male  high  school  dropouts  to 
their  1979  real  incomes.  A  more  ambi- 
tious goal— to  restore  the  income  diffe- 
rentials that  prevailed  in  1979,  before 


skill  differences  began  to  make  incw 
more  unequal— w^ould  require  an  ires 
ment  of  more  than  S2  trillion. 

President  Clinton's  failed  S16.5  1ft 
stimulus  package,  says  Heckman.  u 
have  gone  less  than  6%  of  the  wal 
ward  restoring  high  school  dropout 
their  previous  positions  in  the  labor  u 
ket.  Clearly,  the  staggeringly  higi 
vestments  necessary  to  make  a  « 
ence  in  raising  human  capital* 
unlikely  to  be  undertaken  with  pi 
monies.  The  private  sector  may  hain 
take  the  lead  in  selecting  and  finair 
the  best  programs  for  training  won 


A  PRODUCTIVITY 

PAYOFF  FROM 

NEW  MACHINERY  , 

While  many  economists  and  pa 
makers  are  convinced  of  thli 
portance  of  investing  in  human  catt 
investment  in  machinery  remains  aw 
ically  important  route  to  improving}* 
ductivity.  Numerous  recent  acaqi 
studies  have  made  this  point;  nowB 
gional  study  by  economists  at  the  Fie 
al  Reserve  Bank  of  Chicago  de4 
strates  that  the  recent  takeoff 
Midwest  manufacturing  productivity 
be  traced  directly  to  significant  mar 
ization  efforts  in  several  key  indus^ie 
In  the  early  1980s,  the  regionl 
sponded  to  competitive  pressure  byte 
ing  old  plants  and  retiring  its  least'i 
ductive  capital.  This  downsizing  typa 
gives  productivity  an  immediate  M 
but  provides  no  basis  for  sustained 
provement.  By  the  latter  half  ofcl 
decade,  though.  Midwest  manufactia 
began  a  push  to  invest  in  new  erij 
ment  and  machinery.  In  fact,  bet1* 
1986  and  1990,  economists  at  the  Chig 
Fed  say,  average  capital  expenditure 
worker  in  the  Midwest  was  9%  an 
the  level  elsewhere  in  the  nation.  . 

And  while  the  region  contains  a  ig 
proportion  ot  capital-intensive  indus  f 
notably  autos  and  steel,  the  autho  t 
the  study  found  that  the  difference 
tween  investment  per  worker  in;b 
Midwest  and  in  the  rest  of  the  n;ic 
"does  not  appear  to  be  due  to  differ  k 
in  industrial  mix."  For  instance,  bet'* 
1986  and  1990,  investment  per  work"  i 
transportation  was  16%  higher  in-t 
Midwest  than  in  the  same  sector  $> 
where,  while  in  primary  metals,  it« 
22%  higher  on  average.  Manufacture  i 
the  region  improved  efficiency  bjl 
more  than  corresponding  sectors  ir  1 
rest  of  the  nation.  "Given  the  cap 
intensive  nature  of  most  Midwest  iiu 
tries  and  their  relative  maturity,  sii 
gain  is  substantial."  the  authors  sa; 
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S|ii'i  iiil  \{lu'i'liuiii!  Sri  linn 


s  Guide  to  Corporate  Meeting  & 


It's  our  second  year 
at  Peter  Island," 
says  Douglas  E. 
Savery,  ceo  of  Polar 
Communications 
Corp.,  who  just  treat- 
Hi  ed  25  of  his  top 
ales  performers  and  office 
:aff  to  a  week  at  the  luxuri- 
es resort  in  the  British 
irgins.  "We  brainstorm  at 
vo-hour  sessions  in  the 
lorning.  After  that,  a  lot  of 
ur  people  go  scuba  diving. 
)thers  fish  or  sail.  And 
len  all  of  us  will  take  out  a 
ay  or  two  to  visit  other 
;lands  —  like  Tortola 
'here  we  eat  at  the  Sugar 
lill  Inn,  to  my  mind,  the 
est  restaurant  in  the 
aribbean,"  adding,  "It's 
|orth  every  penny  of  the 
70,000  or  so  we  spend, 
's  bonding  in  a  relaxed, 
ifferent  setting." 
For  Polar  Communications 
nd  the  rest  of  Corporate 
merica,  the  Caribbean  is  a 
ewly  discovered  meeting- 
nd-incentive  paradise, 
3  close  you  can  almost  fall 
ut  the  back  door  and  be 
lere.  American  Airlines 
$00/433-7300),  with  half  of 
le  area's  "lift"  capacity,  is 
ow  all  over  the  map  with 
onstops  or  quick  connec- 


llollaiid  America's 
classy  Westerdam 
drops  in  at  St.  Thomas 

to  lot  corporate 
achievers  shop  tor 

duty-free  boot  v. 


tions  at  its  San  Juan  hub. 

For  many  companies,  the 
newest  kick  is  to  go  cruising. 
With  a  fleet  of  a  hundred  or  so 
ships  on  call,  from  floating 
mega-palaces  to  boutique 
boats,  you  can  sail  away  into 
the  Caribbean  sunset  and  in 
and  out  of  pirate  ports. 


Tracking  Trends 

"A  company  that  spent  $10 
million  on  incentives  in  1990 
may  lay  out  half  that 
amount  this  year,"  says  Jim 
Huff,  director  of  incentive 
charter  sales  and  service  at 
Holland  America's  elite 
Windstar  Cruises.  "But  they 
don't  cut  the  quality  of  their 
program.  They'll  still  go  the 
exotic  route  in  the  Caribbean. 
They'll  simply  book  it  for 
fewer  nights." 

"Incentives  groups  are 
smaller  but  more  deluxe," 
adds  meeting-expert  Connie 
Goldstein.  "You  put  your 
money  on  the  best  players." 

Stung  by  cruise  competition, 
resorts  are  enticing  customers 
with  "all-inclusive  rates"  to 
help  minimize  out-of-pocket 
expenses. 

With  so  many  ships  and 
resorts  to  choose  from,  the 
trick  —  as  with  buying  a  suit 
on  Savile  Row  —  is  to  cut  the 
cloth  to  fit  the  customer. 

•  What  kind  of  group  are  you 
taking  to  the  Caribbean  — 
senior  executives  or  live-it-up 
salespeople? 

•  Will  they  mostly  settle 
for  business  golf? 

•  Or  would  they  prefer  a 
cruise  ship  with  fine  dining 


and  chic  gambling? 
•  What  about  splitting  the 
trip  with  both  land  and  sea 
segments?  (It's  d< >ne. ) 


Chain  Links 

Instead  ol  betting  on  an 
unfamiliar  res<  >rt,  many 
meeting  planners  like  to 
b(  x  >k  h<  >tels  they  kn<  >w, 
fr<  >m  I  Iilt(  >n  to  Wyndham. 
I  [ere  are  some  prime  choic- 
es, mostly  (but  not  entirely) 
resorts  ran  by  the  chains. 

I'llt'llii  Hill):   This  is  a  festive 
year  t<  >r  the  big.  sunny 
island  —  its  Sooth  anniver- 
sary ( (  m  N<  >vember  1 9 1 
since  Columbus  discovered 
it  on  his  second  sailing  to 
the  New  World. 

Where's  the  action?  Built  in 
10(8  betw  een  old  San  Juan 
and  the  glitzy  Condado  area, 
the  Caribe  Hilton  (800,  445- 
8667)  has  ingeniously  kept 
its  youth.  But  the  king  of  the 
corporate  castle  in  Condado 
is  El  San  Juan  lintel  &  Casino 
osoo  223-8800),  w  hich 
doesn't  let  its  size  get  in  the 
w  ay  of  providing  terrycloth 
robes.  Roman  baths,  and  a 
lavish  gambling  den. 

It  you're  a  goiter,  nirvana  is 
cl<  »se  at  hand  w  est  <  >f  San 
Juan  at  ,i  two-in-one  extrava- 
ganza: 

•  The  sophisticated  Hyatt 
Dorado  Beach  (800  228- 
oooo).  created  in  the  '60s  by 
Laurance  Rockefeller  on  the 
seaside  grounds  ol  a  grape- 
fruit plantation  —  w  ith  two 
18-holers  and.  as  < >ne  < >l 
many  extras,  a  lavish 
Sunday  champagne  brunch. 

•  The  jazzier  Hyatt  Regency 
Cerromar  Beach,  only  a 
short  shuttle-bus  ride  away, 
w  ith  two  more  golf  courses 


11%  soil  sand, 
a  turquoise  sea.  and 
towering  palm  trees 
lor  hazards  when  you 
golf  at  the  1 1, vail 
l€  ege  n  e y  Cer  r o m  a  r. 

# 


and  the  "longest  freshwater 
sw  imming  pool  in  the  world." 

Opening  in  October  is  the 
magnificent  El  Conquistador 
(SOO  168-8365).  Perched  on  a 
seaside  cliff  at  the  northeast  cor- 
ner of  the  island,  it  has  every  last 
amenity,  from  personal  pickup 
at  the  airport  to  exceptional  v  il- 
las and  meeting  rooms. 

Virgin  Millllls:  Marking  the 
entrance  to  St.  Thomas'  busy 
Charlotte  Amalie  harbor  is 
the  massive  Marriott's 
Frenchman  s  Reef  Beach 
Resort  (800  228-9290)  —  a  cor- 
nucopia of  facilities  including 
seaside  bedrooms,  a  hilltop 
pool,  nightclub,  conference 
rooms,  a  helipad,  and  excur- 
si<  m  b<  >ats.  If  y<  >u  want  to 
beach  it.  take  the  elevator 
clown  to  Frenchman's  sibling. 
Marriott's  Morning  Star 


Beach  Resort. 

Near  Red  Hook,  on  the  east 
coast  of  St.  Thomas,  is  the 
new,  lovely  Sugar  Bay 
Plantation  Resort (800  465- 
a320),  a  Holiday  Inn  Crowne,, 
Plaza  property  that  offers  A- 
to-Z  pleasures. 

At  Pineapple  Beach  on 
Water  Bay  is  Stouffer's  Grand 
Beach  Hotel  (800/325-5000). 
A  showplace  designed  for 
conventioneers,  its  low-slungl 
rust-colored  buildings  sprawll 
over  the  sands  and  hillside. 

Closed  for  several  years, 
the  Carambola  Beach  Resort  | 
(800/333-3333).  which  climb! 
from  beach  to  hilltop  on  St. 
Croix,  is  back  in  business 
under  the  Radisson  hag. 

lilllliis:  "When  you  take  a 
group  to  the  Bahamas,  one 
of  the  big  benefits  is  the  vari-l 
ety  of  islands  you  have  to 
choose  from.''  says  Brent 
Symonette,  Minister  of 
Tourism  and  chairman  of  the  I 
Council  of  Ministers  of  the 
Caribbean  Tourism 
(Organization. 

"Whatever  your  needs — 
snorkeling,  diving,  golfing, 
tennis,  conference  rooms —  I 
w  e'll  provide  them,"  adding,  I 
"The  new  Bahamian  govern- 1 
ment  is  upgrading  older 
resorts  and  encouraging  new| 
ones  like  the  Hyatt  and 
Marriott  on  Eleuthera." 

Cross  the  steep  little  bridge  1 
from  Nassau,  with  its  spit- 
and-polish  British  atmos- 
phere, to  Paradise  Island, 
where  a  casino  lifestyle  pre-  I 
vails,  and  you're  suddenly  in  fl 
a  corporate  world  of  fun  and  . 
games. 

The  tow  ering,  balconied 
Sheraton  Grand  (800/ '325- 
3535)  has  the  works  —  even  ' 
a  ballroom  with  enough  fluff: 
to  soften  the  harder  edges  offl 


m 


"I'm  sorry, 
s's  in  a  meeting 

right  now." 


The  board  of  directors,  groups 
up  to  800,  the  perfect  incentive. 
There's  one  answer  for  all:  the 
United  States  Virgin  Islands.  In 
addition  to  being  the  American 
paradise-golfing,  sailing, 
nightlife-there's  the  added  plus 
of  total  exemption  under  the  Tax 
Reform  Bill.  For  details,  contact 
our  Groups  &  Incentives  Manager: 
USVI  Division  of  Tourism, 
P.O.  Box  6400,  St.  Thomas  00804. 
809/774-8784,  Fax:  774-4390. 


St.Croix  St*John  St.Thomas 

Hie  American  p;inulisc.  I  nitctl  States  Virgin  Islands 


any  c<  >rp(  >rate  meeting. 
And  as  \  <  >u  clri\  e  thr<  >ugh 
the  dripping  tropical  foliage 
( )l  Paradise  Island.  I  >eh<  ild, 
the  Holiday  Inn  Pirates  (  ove 
(800  165-  1329)  attractively 
arranged  for  partying  at  its 
waterside  Bonny  Anne,  a 
pirate  ship  c<  >n\  cited  int<  >  a 
90-foot  bar. 

On  Grand  Bahama 
Island,  it's  an  Arabian-night 
experience  in  the  splendif- 
erous comforts  and  black- 
jack-t< »-r< nilette  casin< i  at 
the  Bahamas  Princess 
(son  223- 1818). 

\('ViS:  A  sleepy  d<  >t  <  >n  the 
Caribbean  seascape,  Nevis 
has  c< >me  awake  with  the 
arrival  of  the  Four  Seasons 
Resort  (800  332-3442  <  li- 
st in  inn-  Llll).  With  its 
shakedow  n  cruise  over,  the 
res(  >rt  is  n<  >w  a  m<  idel  ( )l 
prompt,  gracious  sei*vice 
and  crackerjack  cuisine 
(seared  lamb  loin,  poached 
lobster  medallions)  —  all 
taking  plac  e  <  >n  a  former 
coconut  plantation  under 
the  brooding  eye  of  Mount 
Nevis. 

•lillililiiil:  In  Jamaica,  where 
reggae  and  rum  add  a  pow- 
erful lilt  to  a  c<  >untr)  <  >l 
jungles  and  mountains,  one 
t(  >p  executive  resort  is  the 
secluded  Kadisson  Ciboney 
(Son       -7800)  at  ( )cho 
Ri<  is.  It  features  a  rather  f(  >r- 
mal  plantation-style  "great 
h<  >use,"  c<  »upled  with  indi- 
vidual villas  and  p<  k  >ls. 

liraild  laviliail:  I'or  a  country 
club  m  the  ( Caribbean,  n< (th- 
ing has  m<  ne  fizz  than  the 
Hyatt  Regency  Grand 
Cayman  (Son  223-123  i ). 
d<  died  up  in  white  and 
graced  with  a  superb  Jack 
Nicklaus  course.   It's  what 
\  <  hi  might  expect  <  >n  an 
island  w  here  international 


Talk  about  getaways? 
Try  (lit'  Caribbean 
t'liisiur  antl  prupy 
catamarans 
al  Hie  |it»sli 
I  our  Srasous  Ififstu'l 
tin  liny  \t'\  is. 


bankers  like  t< >  park  their 
money  —  with  a  British  tradi- 
ti<  m  right  <  >ut  <  if  Belgravia. 

Ilill'liilllfis:  Cricket,  horse  racing, 
afternoon  tea.  a  police  band 
on  parade  —  Barbados  is  a 
colorful  custodian  of  British 
traditi*  ins. 

It  you're  looking  tor  a  meet- 
ing enclave  <  if  f  by  itself  . 
Marriott's  Sam  Lord's  Castle 
(800/  831-1000)  —  the  name 
comes  horn  its  historic  19th 
century  mansion  w  here  you 
sign  in  —  provides  all-in-one 
activities  in  a  72-acre  tropical 
community  blessed  w  ith  a 
beautiful.  I< >ng  beach. 

New  to  (he  so-called  Gold 
Coast  of  Barbados,  following 
a  long  run  on  Antigua, 
is  the  Pineapple  Beach  Club 


(SOU  3  n-()2~l  )  where  life  is 
laid-back,  casually  elegant, 
and  all-inclusive  w  hen  it 
comes  to  paying  the  bill. 

ll'llllil:  Just  ( iff  the  e<  >ast  of 
Venezuela,  Aruba,  one  of  the 
Dutch  ABC  islands  (the  others 
are  Bonaire  and  Curacao), 
has  two  major  lures:  guaran- 
teed sunlight  and  great  casinos. 

Pools,  falls,  gardens,  and 
waterslides  give  a  sporty  look 
to  the  state-of-the-hotel-art 
Hyall  Regency  Aruba  Resort  & 
Casino  (800  223-1234). 
Next  door  is  the  recently 
remodeled  Americana  Aruba 
Beach  Resort  &  Casino  (800- 
447-7  i()2)  w  ith  a  new  wing,  a 
fantasy  pool,  a  sizzling 
cabaret,  and  water  sports, 
from  scuba  to  w  indsurfing. 


Cruise  News 

"You  can  buy  the  cruise 
experience  for  generally 
less  than  a  land  vacation," 
says  Lisa  Lutoff-Perlo, 
Royal  Caribbean  Cruise 
Line's  director  of  incentive 
sales. 

Whether  brand  new  or  ren- 
ovated grande  dames,  cruise 
ships  —  embellished  with 
cabin  VCRs  and  other  elec- 
tronic dodads  —  are  now  tar- 
geting the  corporate  market 
with  special  facilities  and  ser- 
\  ices  for  business  groups. 

•  In  a  design  breakthrough, 
hotelier  Radisson  International 
(800  3.iVV>33,  press  5)  has 
taken  the  classic  d<  mble- 
hulled  catamaran  and  turned 
it  into  the  Radisson  Diamond, 
an  all-suite  c<  >rp<  irate  yacht 

f<  >r  35  i  passengers. 

•  Holland  America  Line 
(soo  126-0327,  800- 126-0329 
for  groups),  steeped  in  the 
Dutch  tradition  of  high-quali- 
ty seamanship  and  specializ- 


ing  in  dazzling  artwork 
afloat,  has,  of  course,  the 
stately,  handsome 
Rotterdam  for  nostalgia 
cruises,  as  well  as  the  Niew 
Amsterdam  and  Noordam 
out  of  the  '80s.  This  year's 
entrants,  the  look-alike 
Statendam  and  Maasdam,  fit 
the  executive  mold,  from 
dressy  dining  rooms  to  sump- 
tuous staterooms  and  suites. 
•  At  Norwegian  Cruise  Line 
(800/327-7030,  press  2)  the 
big  news  is  the  debut  of  the 
Dreamward  and  Windward, 
both  models  of  good  taste 
One  nice  extra:  Both  NCL 
newcomers  have  four  rather 
than  just  one  dining  room 
—  if  your  group  is  large 
enough,  you  can  have  a 
whole  restaurant  to  yourself 
with  a  terrace,  pool,  and 
sundeck. 


•  Costa  Cruises  (800/462-6782, 
800-662-6782  for  groups)  is 
adding  die  posh  Costa  Romantica, 
a  twin  of  its  recently  introduced 
Costa  Classica,  to  its  Caribbean 
fleet  of  meeting-and-incentive 
palaces.  The  line's  style  is  still 
con  brio,  meaning  "lots  to  do," 
and  that  includes  enjoying 
cucina  italiana. 

"Our  conference  centers 
are  right  in  the  middle  of 
our  public  areas,"  says 
Costa's  Jennifer  Lawrence- 
Schott.  "You  don't  feel  you're 
going  down  to  the  bottom  of  the 
ship  to  work  and  then  back 
upstairs  to  have  fun." 

•  The  new  Royal  Majesty  run 
by  Majesty  Cruise  Line 
(800/532-7788,  press  2)  caters 
to  corporate  meetings  with  a 
House  of  Lords  Conference 
Center  and  other  executive 
trappings.  And  the  cruise  ship 


is  one  of  the  first  to  prohibit 
smoking  in  its  dining  room 
and  some  cabins. 
•  Cu  nard  (800/221-4770, 
press  4),  a  blue-chip  name  in 
cruising,  has  something  for 
eveiy  segment  of  the  upscale 
Caribbean  market:  the  Queen 
Elizabeth  2,  the  smaller,  white- 
gloves  Sagafjord,  Vistafjord, 
and  Princess,  and  the  cham- 
pagne-and-caviar  Sea  Goddess 
I  and  II.  And  just  this  season 
Cunard  is  introducing  the 
Crown  Dynasty. 


Brand  loyalty  is  strong  among 
cruise  passengers.  Here  are 
some  top  cruise  lines  that  get 
raves  from  thousands  of  regu- 
lars. The  rates  are  about  S2S0 
a  day  per  person. 
•  Royal  Caribbean  Cruise 


From  the  first  moment  we  dove  into 
ystai  clear  waters  of  The  Cayman  Islands, 
knew  that  everything  here  was  friendly. 


he  skies  smiled  down  on 
3.  The  sunlit  waters  merrily 
Bckoned.  And  we  entered 
ie  calmest  turquoise 
'aters  we'd  ever  seen. 

s  in  a  child's  storybook, 
ie  fish  glided  forth  to 
'elcome  us. 

hen  Stingray  City's  gentle 
habitants  appeared. 


Tentatively  we  approached, 
then  fed  them.  And  thus 
began  a  wonderful  close 
encounter. 

This  magical  island  trio 
has  other  wonders. 
Stretches  of  soft,  sparkling 
beach.  Extraordinary 
diving.  Fabulous  fishing. 

And  the  warmest,  most 
thoughtful  people  in  the 
British  Caribbean. 

Cayman  Airways  offers 
comfortable  jet  service  from 
a  host  of  U.S.  gateways. 

For  reservations,  call  your 
travel  agent.  For  information, 
call  1-800-346-3313. 

No  matter  where  you  go  in 
The  Cayman  Islands,  you'll 
feel  right  at  home.  From  the 
very  first  moment. 


1 


AY.UW  1 ISIWDS 

"Those  who  know  us,  love  us." 


You  can  find  your-  by  its  more  than  240 

self  living  an  exciting  species  of  trees,  flowers  {~)^/^T^  I 

nature  travel  experience  and  wildlife.  L/1J  V/Vy  V  J— / 

in  the  El  Yunque  Rain  And  there's  so  tlO(? 

Forest  with  its  28,000  much  more  to  discover, 

acres  of  wonder,  mystery  All  of  it,  within  easy 

and  incomparable  reach.  Stroll  through 

beauty.  Explore  the  the  shady  gardens  of 

winding  trails  of  the  only  Casa  Blanca,  the  16th 

tropical  rain  forest  in  the  Century  home  of 

U.S.  National  Forest  Ponce  de  Leon,  in 

System  and  be  amazed  historic  Old  San  Juan. 


continen 
PuertO 

RICO 


e  life  instead  of  just  reading  about  it. " 


|  a  short  drive  to 
i,  a  charming  small 
•n  our  western 
ts  spectacular 
s  have  made  it  a 
for  surfing, 
'iscover  the 
ent  of  Puerto  Rico. 
he  heart  of  the 
an,  3  1/2  hours  from 
and  New  York,  and 
s  from  Miami. 


And  it's  so  incredibly 
convenient.  As  part  of  the 
United  States,  no  passport 
is  needed.  The  money  we 
use  is  U.S.  currency 
and  English  is  spoken 
here. 

You'll  feel  right  at 
home,  but  you'll  be 
enjoying  all  the  many 
different  wonders  of  a 
tropical  paradise. 


Only  a  continent 
could  offer  so  many  great 
vacation  experiences. 

only 

Puerto  ricO 


PUTS  IT  ALL  WITHIN  YOUR  REACH 


For  additional  information,  call 
your  travel  agent  or 

18008667827 


Special  Advertising  Section 


PFRFFCT  ION  AT  HALF  MOON 

A  mile  <  il  | ii  ivali"  while  s.u id  I iea(  li 
.mil  19  swimming  pools.  Luxurious 

gnesi  ii  s,  deluxe  miiics. ii  id  villas. 

An  IS  holt'  Robei  I  lieni-Jones 
championship  goll  course,  I  .S  tennis 
( i  m  n  is.  I  s<  iii.lsIi  i  ( nuts,  a  fill  less  cen- 
ii  i.  In  ji  seba<  k  riding  and  .i  wide 
range  o!  watersports.  ,\i  1IAIT 
M( )(  )\  you  ( .in  have  n  all.  Call 
youi  I  ravel  Agenl  oi  8(KW32W)592 
(Diie<  i.  24  ins)  oi  l-.R)  sni i7-:i'_':;7. 

Ma/fl  ffoon 

fso//,    -/c/i/i/s  cC'  .'/><  (/<  /  ( i/ll/l 

Montego  Bay,  Jamaica 

rel:  X(W-95:5-221 1  •  Fax:  K09-953-2731 

M.  inlii  i  I-  U  ".in  Ki  m.I  laniaiu 


Line  (800  327-6700, 

.S(  l(  )   "22-5  |~(|  [(  )!   g]  (  Hips  )  |S 

a  standi >ut  tin  the  eleganc e 
and  eflk  iem  \  <  >l  its  (  >c  can 
linci  s.  f  i(  )i 1 1  the  S<  >i  ig  i  >t 
\i  >i  w  .i\  hi  the  S<  >\  ereign  < >t 
the  Seas.  Two  <  >l  lis  1  >cst 
and  I  >i  ighlesl  -    and  largest 
in  the  (  .i i  ibbean  are  the 
M<  march  <  >1  the  Seas  <  San 
|u. ii  i  hi  bail  ).k!(  >s )  and 
Majest)  <  il  die  Seas  (  Miami 
to  Cozun  lei ). 

•  lneenti\  e  gi  <  >ups  ha\  e  .i 
romp  al '( >ard  the  "fun  ships 
with  lun  names,  In  )in  the 
( iclebratii  >n  t<  >  Fantasy, 
operated  by  Carnival  Cruise 
Lines (800  327-7373,  800 
327-5782  for  groups).  The 
newest  additions  to  its  fleet 
.iii'  hie  Ia  stas\  and  the 


Sensath  >n. 

•  The  "Love  boat"  image  plays 
well  with  incentive  travelers 
who  sail  < >n  the  Cr< iwn 
Princess,  Regal  Princess,  and 
Star  Princess  —  all  huge,  sleek 
ships  of  63,000  to  70,000  ton- 
nage operated  by  Princess 
Cruises  (800  421-0522). 

"  They're  unique,"  says  the 
c  ruise  line's  Julie  Benson. 
"They  earry  <  >nly  1,000  t<  > 
1,500  passengers  —  and  we 
d< >n't  have  tiny  little  cabins." 

•  With  a  high-tech  silhouette 
and  haute  cuisine  master- 
minded by  internationally 
acclaimed  chef  Michel  Roux, 
Celebrity  Cruise  Lines '  1 1<  >rizon 
and  Zenith  (800  395-2300, 
son  (25-iloo  lor  groups)  pam- 
per corporate  passengers. 


['any  Trips 


It's  not  all  that  rare  lor  compa- 
nies —  and  that  includes 
smaller  ley  —  to  go  out  and 
hire  the  100- to  ISO-passenger 
limos  ol  the  ocean  tor  a  seri- 
ous meeting,  incentive,  or 
party.  W  hen  you've  bought 
the  whole  ship,  you  choose 
the  coves,  beaches,  deep-dive 
1<  >cales,  and  <  >ther  places 
w  here  \  ( >u  w  ant  t<  >  aneh<  >r. 
Here  are  some  leaders  among 
the  elite  Heel  <  >l  yac  hts  that 
recreate  Gatsby's  world  on  the 
w  ater. 

•  Aboard  Sea  Goddess  I  or  II. 
stars  <  >f  Cnnarcl  (800  158- 

9(  too ).  \  i  >u  dine  w  hen  y<  >u 
want,  order  meals  or  high  tea 
or  cocktails  from  room  service, 
slim  down  in  the  gilt-edged 
spa,  and  slip  ( >ll  int<  >  a  lite 
(  mly  a  n<  >\  elist  c<  >uld  invent. 

•  Ex-R<  >yal  Viking  ( chairman 
Warren  Titus  launched 
Seaboum  Cruise  /.me 

(800  351-9595)  in  the  late  '80s 
with  two  aorueous  cruisers  — 


Classic  Resorts 

Some  of  the  most  mouth- 
watering meeting  and 
incentive  resorts  are  classics 
with  staying  power. 

•  Barbados'  Sand)'  Lane 
(800/223-6800)  wows  the 
Palm  Beach  and  Palm  Springs 
crowd  w  ith  its  good  taste 
and  top  golf  course. 

•  At  Jamaica's  Montego  Bay, 
Round  Hill  Hotel  &  Villus 
(800  iy-?lV).  Half  Moon 

( rolf  Tennis  &  Beach  Club 
(sun  626-0592)  and  Tryall 
Golf,  Tennis  &  Beach  (Huh 
(SOU  336-4571 )  are  class 
acts,  complete  with  rich-and- 
famous  guests,  service  out  of 
the  clays  of  the  British  raj, 
and  tournament  golf 

•  <  >n  St.  Martin,  the  newly 
freshened  In  Samanna 
(800/854-2252)  is  just  right 
for  a  small  upper-echelon 
group  that  likes  to  talk  in 
w  hispers,  dine  on  French 
cuisine,  and  keep  its  tennis 
whites  clean. 

•  Jumby  Bay  (800  (21- 
9016)  is  an  Antiguan  gem 
now  owned  by  the  Marianis 
( >t  Villa  Banfi  wines. 

•  <  )n  BVTs  Virgin  Gorda,  an 
isle  ot  boulders,  beaches, 
and  botanical  surprises,  Little 
Dix  Bay  (800  223-7637),  a 

l(  >rmer  R<  ickefeller  res<  >rt 
dial's  in  >w  a  R<  >sew<  ><  )d 
(  Mansit  m  <  >n  Turtle  Creek  ) 
affiliate,  continues  to  attract 
senior  executives  w  ho  like 
iii  mix  business  and  leisure. 

•  A&P  heir  I  luntington 
Hartford  made  Paradise 
Island's  Ocean  Club  Golf 
uml  '/cuius  Resort (800/321- 
3000)  into  (he  colonial-style 
mansion  it  is  today  —  with 
a  p<  x  >l  in  the  Versailles 
Gardens  and  a  graceful 
Augustinian  ch  lister. 


Meeting  and 
Incentive  planners' 
five  headaches. 


1.  At  resorts,  hidden  costs  always  end  up 
putting  the  company  over  budget. 

2.  Dealing  with  so  many  different  contacts 
to  plan  a  meeting  or  conference  is  confusing 
an  d  takes  too  much  time  to  coordinate. 

3.  Finding  and  organizing  several  different 
programs  and  activities  f<  >r  spouses  and  guests 


4.  Choosing  from  only  one  or 
two  entrees  at  meals  usually 
leaves  participants  unhappy  and 
disappointed. 

5.  Staying  at  one  res  , <d  d  oesn  'I  offer 
the  variety  and  experience  of  visiting 
different  destinations. 


additt 


onal  costs  an 


d  additk 


One  remedy. 


■  On  Majesty  Cruise  Line,  there  are  no  hidden  cost  s.All  staterooms,  meals, 
entertainment,  ocean  transportation  and  most  on-hoard  activities  are  already  included. 

■  On  Majesty  Cruise  Line,  one  well-informed  contact  takes  care  or  <ul  arrangements, 
from  catering  to  organizing  A/Y  equipment  to  scheduling  all  group  functions. 

■  On  Majesty  Cruise  Line,  the  activities  are  endless.  Spouses  and  guests  can  take 
aerobics  or  dance  lessons,  play  tahle  tennis,  attend  wine  tastings  and  ice  carving 
demonstrations,  give  luch  a  trv  in  our  high-action  casino  and  more! 

■  On  Majesty  C  mise  Line,  participants  have  a  delectable  selection  of  5  or  6  entrees  at 
every  meal,  all  prepared  hy  award-winning  chefs.  There  are  also  Light-At-Sea  and 
Vegetarian  menus  for  those  with  specific  dietary  requirements. 

■  On  Majesty  v.  ruise  Line,  passengers  \isii  ex.  tie  p.  'its  i  >1  call  such  as  festive  Playa  del 
Carmen,  historic  Cozumel,  adventurous  Key  West,  the  colorful  Bahamas  and  secluded 
Royal  Isle.  Each  island  offers  its  own  unique  sights,  sounds  and  experiences. 

lop  last  year's  meeting  and  incentive  program.  Oi  Majesty  Cruise  Line,  your  business 
meetings  are  not  just  effective,  hut  also  the  most  memorable. 

For  our  incentive  brochure, 

3&4nightcruises  write  majesty  cruise  line, 

to  the  Bahamas,  A    if  A  TT7",Orl~1\/  '  PO  Box  025420. 

Mexico  and  Key  West.  1  \(\!  \  t  LO  1    I ,  Miami,  FL  33102-5420. 


CRUISE  LINK 

When  you  only  have  time  for  the  best." 


I 


On  .1  blue  cresren I  ha)  in 
Jamaica,  there's  a  resort  that's 
lik.*-  mi  other  in  tin-  world. 

It's  railed  <  iiboney  .  ami  it'- 
ll nly   \  \  \  Four  Diamond 

all-inclusive  resort  in  Jamaica.  fortlBS 

,  ....  .....  Magazine 

\t  I .iboney. each  pnvatevula    rBCBFIt ly 

named  the 
best  resorts 
in  the 
Caribbean. 
Only  one  was 
in  Jamaica. 

ing  your  private  bar  in  making    This  one. 


Suite  ha-  a  personal  attendant  to 
pamper  vou  in  even  wax.  Krom 
imparking  \our  liiggajie  In  stock- 


you  breakfast  anil  serving  it  to    Food  critics 

trom  Europe 

y  ou  by  your  own  \  ilia  |mm.i.  \\  liich    and  America 

have  raved 

L  aw-  win  uith  untiling  In  ilu.     aD0Ut  0Ur  6 

r-  ,.  restaurants. 

r.\ci'|il  <  ii|n\  voursell.  „,.„,„.  .,, 

1     J  ■  They  re  all 

dilterent. 
And,  like 
everything 
else  here, 
they're  all 
included  in 
your  room 
price. 


\inl  \ mi  u ill  indeed  enjoy 
yourself,  with  so  mam  wavs  In 
sitend  wnii  daw  ami  night-.  Ilu- 
( iaribhean  s  only  world-class  -pa 
i-  here,  fhere  -  a  private  beach 
club  with  windsurfers.  sailboats, 
ami  <i|H-n-uir  dining.  Yin  ran  pla\ 


U I  I L.  tj 


crocjuet,  tennis,  squash  and  golf. 
Vnil  -tiil  have  plenty  left  to  do. 

Be-t  nl  all.  e\er\  thing  i-  illr-lil- 
diil  in  tlie  price  at  (  jinnies :  meal*, 
drinks,  tennis,  water  sports,  and 
even  spa  si  rvices.  Everything. 

What  kind  n I  a  resort  i- 
<  liboney  ? 

Well,  il  seems  to  have  every- 
thing you  could  want.  So  it  must 
be  your  kind  nl  resort. 


\  Radissi  in  Y  ilia.  Spa  and 

Beach  Resori  gsJLw 

Mi.  WW.* 

[•"or  a  brochure  that  tells  the  »  Imle  sron  of  <  libonex .  ilu- '  arihbcan  -  superior  resort,  call  vour  travel  agent  or  1  -800-333-3333. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


INSUMERS'  CURE  FOR  THE  BLUES: 
I  SHOPPING 


kSTER  PACE  FOR 
UMER  SPENDING 


i  merican  consumers  are  a  hearty  breed.  In  the 
V  third  quarter,  neither  Midwest  floods  nor  layoffs 
^nor  gloomy  confidence  levels  kept  them  away 
their  favorite  malls.  In  fact,  households  appear  to  be 
ig  notice  that  they  are  willing  and  able  to  lead  the 
economy  to  a  quicker  pace  of  growth  in  the  second 
f  1993. 

m  all  recent  indications,  consumers  were  big  contrib- 
to  the  gain  in  real  gross  domestic  product  last 
3r— to  be  reported  on  Oct.  28.  Real  consumer  spend- 
l  both  goods  and  services  rose  0.2%  in  August,  fol- 
?  a  0.3%  advance  in  July.  Even  if  September  outlays 
flat,  spending  for  the  quarter  grew  at  nearly  a  4% 
il  rate.  That  would  be  even  faster  than  the  second- 
er pace  (chart). 

However,  September  buying 
looks  a  lot  better  than  flat.  The 
Oct.  5  Johnson  Redbook  Report,  a 
weekly  survey  of  department 
and  discount  stores,  shows  sales 
for  the  entire  month  up  a  season- 
ally adjusted  2.4%  from  August, 
and  buying  was  10.3%  higher 
than  a  year  ago. 

Also,  sales  of  homes  and  cars 
may  well  be  healthier  than  they 
look.  Mortgage  applications  for 
purchase  continue  to  run  much  stronger  than  recent 
data.  And  while  domestically  made  cars  and  light 
5  sold  at  an  annual  rate  of  11.4  million  in  September, 
oelow  August's  1L5  million,  car  buying  has  been  held 
by  skimpy  inventories  at  dealers. 

OKIES  Consumers  aren't  just  throwing  caution 
P  to  the  wind.  Lower  interest  rates  are 

(PPERS  making  new  borrowing  more  attractive, 
fING  \mi  thgy  ajso  are  easing  the  burden  of 
lebts.  Bargains  abound,  thanks  to  stiff  competition 
?  retailers.  And  because  of  steady  improvement  in 
bor  markets,  households  are  keeping  their  spending 
i  with  their  income. 

'sonal  income  jumped  a  healthy  1.3%  in  August,  led 
solid  0.9%  gain  in  wages  and  salaries.  After  taking 
illation  and  taxes,  real  disposable  income  rose  a 
1.2%.  Overall  earnings  had  fallen  in  July,  but  that  re- 
el a  sharp  drop  in  farm  income  because  of  the  flood- 
ong  the  Mississippi. 

"ing  the  second  and  third  quarters,  consumer  spend- 
•se  at  an  annual  rate  of  3.7%.  Real  disposable  income 


;rly  percent  change,  annual  rate 
3h  august,  assumes  september 

HANGED 
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was  up  3.5%,  and  excluding  farm  income,  it  had  grown  at 
a  4.9%  pace. 

Prospects  for  further  growth  in  incomes  look  good, 
given  the  recent  upbeat  tone  in  some  job-market  indica- 
tors. New  jobless  claims  in  September  remained  near  a 
four-year  low.  And  in  August,  the  volume  of  help-wanted 
advertising  hit  a  2^-year  high.  That  means  household  in- 
come should  continue  to  grow  at  a  pace  that  will  support 
solid  gains  in  consumer  spending. 

WHY  HOME  But  if  consumers  are  in  such  good  finan- 
SALES  TELL  cial  shape,  why  are  new  homes  selling  so 
THE  WRONG  poorly?  Despite  the  lowest  mortgage  rates 
STORY  since  the  early  1970s  and  a  record  clip 

for  mortgage  applications  to  buy  a  home,  sales  of  new  sin- 
gle-family homes  have  fallen  in  three  of  the  last  four 
months,  including  a  3.1%  drop  in  August,  to  an  annual  rate 
of  616,000. 

Certainly,  demographics  are  playing  a  part  in  the  steady 
but  lackluster  housing  recovery.  Fewer  young  adults  are 
forming  households  in  the  1990s  than  in  the  previous  two 
decades.  Moreover,  job  insecurity  is  keeping  some  would- 
be  home  buyers  on  the  fence. 

Another  explanation,  though,  is  that  new-home  sales,  as 
defined  by  the  Commerce  Dept.,  miss  much  of  the  activ- 
ity now  going  on  in  the  housing  industry.  The  sales  data 
do  not  include  custom-built  homes  where  the  buyer  al- 
ready owns  the  land  and  hires  a  contractor  to  build  a 
house  on  the  property.  Instead,  the  sales  number  counts 
homes  that  are  built  on  speculation  by  developers  who 
hope  someone  will  buy  both  the  house  and  land. 

Lending  for  such  spec  build- 
ing, however,  is  out  of  favor  with 
banks.  In  a  typical  recovery,  65% 
of  home  building  is  speculative. 
In  1993,  less  than  59%  of  new 
construction  is  being  done  with- 
out a  specific  buyer.  This  shift 
is  why  the  11.3%  jump  in  hous- 
ing completions  in  August  bet- 
ter illustrates  the  strength  in 
housing  demand. 

Moreover,  existing  homes  are 
increasingly  becoming  a  less  expensive  alternative  to  new 
homes.  Resales  in  August  were  up  14.1%  from  a  year 
ago,  while  sales  of  new  homes  were  down  1.4%. 

As  a  result  of  the  changes  in  the  housing  market, 
builders  are  keeping  their  supply  of  unsold  homes  low 
(chart).  The  inventory  of  new  houses  rose  to  5.7  months  in 


FEWER  NEW  HOMES 
ARE  ON  THE  MARKET 

9.5  j 


t     INVENTORY  Of  UNSOLD 
NEW  HOMES 


JAN.  '91 
▲  MONTHS'  SUPPLY 

DATA:  COMMERCE  DEPT 


AUG. '93 
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PURCHASERS  SAY 
ORDERS  ARE  SCARCE 


August,  but  that  is  well  below  the  6-  to  7-month  supply 
considered  normal. 

That  doesn't  mean  builders  are  idle,  though.  Work  on 
home  additions  and  renovations  has  been  strong  during 
the  past  two  years.  Post-hurricane  rebuilding  is  one  rea- 
son. Another  is  that  weak  home  prices  have  prevented 
many  people  from  trading  up  to  bigger  homes. 

Instead,  homeowners  may  be 
refinancing  their  mortgages  and 
then  renovating  their  homes  to 
get  more  space  and  frills.  Spend- 
ing on  residential  improvements 
makes  up  about  one-quarter  of 
all  housing  outlays,  but  it  has 
contributed  36%  of  all  the 
growth  in  home  construction 
during  this  recovery. 

With  refinancing  still  strong, 
more  money  will  pour  into  reno- 
vations. So  even  while  home  sales  may  seem  disappoint- 
ing, the  better-looking  data  on  home  completions  and  im- 
provements mean  that  investment  for  residential 
construction— which  already  added  almost  one  percent- 
age point  to  growth  over  the  past  year— will  continue  to 
lift  the  economy  into  1994.  And  that  boost  will  generate 
additional  consumer  spending  for  home-related  goods, 
such  as  furniture,  appliances,  and  other  housewares. 


'  SEPT.  '92  SEPT.  '93 

▲  PERCENT  REPORTING  IMPROVEMENT 
DATA.  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


FACTORY 
STOCK 
LEVELS 
ARE  LEAN 


Of  course,  construction  is  not  the  only 
sector  that's  looking  for  consumers  to  lend 
a  hand.  Manufacturers  also  are  hoping 
that  increased  consumer  spending  will 
keep  them  busy  in  coming  months.  So  far,  though,  the 
news  from  the  industrial  front  is,  at  best,  mixed.  Output 
and  inventory  levels  are  on  the  right  tracks,  but  orders 
aren't  coming  in  fast  enough  to  lift  payrolls. 

The  National  Association  of  Purchasing  Management 
says  its  index  of  industrial  activity  rose  to  49.7%  in  Sep- 


if 


LEADING  INDICATE 
POST  A  BIG  GAI 


tember.  Although  that's  better  than  the  August  readin  o? 
49.3%,  it  is  just  shy  of  the  50%  line  that  marks  the  diftr- 
ence  between  factories  expanding  or  contracting. 

The  problem:  Demand  remains  soggy  (chart).  Aer 
rising  for  two  months,  the  NAPM's  index  of  orders  bl! 
sharply,  to  50.3%,  from  54%  in  August.  The  falloff  canna! 
most  entirely  from  domestic  demand;  the  index  of  exp 
orders  was  little  changed  last  month. 

The  purchasers'  survey,  however,  also  showed  that  >1 
losses  weren't  as  large  last  month  as  they  were  in  bp 
previous  five  months  and  that  production  was  up  fori 
third  month  in  a  row.  The  output  gain  suggests  thatin 
dustrial  production  probably  grew  at  a  3%  annual  ratlfc 
the  third  quarter,  on  top  of  a  2.1%  rise  in  the  second 

Any  uptick  in  new  orders 
would  keep  output  rising.  That's 
because  inventories  remain  low. 
In  a  separate  report,  the  gov- 
ernment said  that  stock  levels  in 
manufacturing  were  flat  in  Au- 
gust, while  shipments  rose  1.5%. 
That  pushed  the  ratio  of  factory 
inventories  to  sales  down  to  just 
1.49  in  August,  from  1.52  in  July. 

The  government's  chief  fore- 
casting tool,  the  composite  index 
of  leading  indicators,  also  offers  manufacturers  some  hue. 
With  10  of  the  11  indicators  improving,  the  index  posse 
its  biggest  gain  of  the  year,  rising  1%  in  August  (chcti 
Since  the  indicators  are  skewed  toward  the  factory  secis 
the  advance  suggests  that  better  times  are  ahead  oj 
goods  producers. 

That  pi'ognosis,  though,  depends  largely  on  consumes 
Despite  their  moody  attitudes,  they  showed  in  the  tlbt 
quarter  that  they  have  the  will  and  the  wallets  to  ter 
shopping.  The  healthy  outlook  for  jobs  and  income  grotl 
suggests  that  consumers  will  keep  the  economy  cli 
ging  along  in  the  fourth  quarter  as  well. 


-0.5 


-1.0 
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▲  MONTHLY  PERCENT  CHANGE 
DATA:  COMMERCE  DEPT. 


RETAIL  SALES 


Thursday,  Oct.  U,  8:30  cum. 
Retail  sales  probably  rose  by  a  solid 
0.5%  in  September,  forecast  economists 
surveyed  by  MMS  International,  a  divi- 
sion of  McGraw-Hill  Inc.  Store  receipts 
had  increased  by  just  0.2%  in  August, 
but  the  reports  from  department  stores 
and  retail  chains  suggest  that  September 
activity  was  stronger.  Excluding  cars, 
retail  sales  also  increased  0.5%  last 
month,  on  top  of  a  0.1%  gain  in  August. 

PRODUCER  PRICE  INDEX  

Thursday,  Oct.  U,  8:30  cum. 
Producer  prices  for  finished  goods  likely 
edged  up  just  0.2%  in  September,  after  a 
plunge  in  tobacco  prices  caused  the  PPI 


to  fall  by  0.6%  in  August.  The  expected 
advance  would  be  the  first  increase  in 
producer  prices  since  April.  Excluding 
food  and  energy  costs,  prices  probably 
rose  0.2%  last  month,  after  falling  1%  in 
August. 

CONSUMER  PRICE  INDEX  

Friday,  Oct.  15,  8:30  cum. 
The  MMS  forecasters  expect  that  consum- 
er prices  rose  0.2%  in  September,  a  bit 
slower  than  their  0.3%  gain  in  August.  If 
so,  consumer  inflation  continues  to  run 
at  an  annual  rate  below  3%. 

MERCHANDISE  TRADE  DEFICIT  

Friday,  Oct.  15,  8:30  cum. 

The  foreign  trade  deficit  in  August  was 

probably  little  changed  from  July's  $10.3 


billion  level.  Exports  and  imports  fe^i 
July,  but  both  are  expected  to  havete 
gained  some  ground  in  August.  The  u 
gust  forecast  suggests  that  the  til 
gap  so  far  in  the  third  quarter  is  in 
ning  slightly  above  its  second-quae 
average. 

INDUSTRIAL  PRODUCTION  

Friday,  Oct.  15,  9:15  a.m. 
Output  at  the  nation's  factories,  mite 
and  utilities  likely  increased  0.3%  in  !jp 
tember,  says  the  MMS  report.  Outu 
was  up  0.2%  in  August,  and  the  'p 
tember  forecast  indicates  that  outu 
grew  at  an  annual  rate  of  nearly  3%9 
all  of  the  third  quarter.  The  capacity- 1 
ization  rate  probably  rose  to  82%  I 
month,  from  81.8%  in  August. 
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NOW  THAT  HARD-LINE 
RESISTANCE  IS  BROKEN, 
YELTSIN  HAS  TO  ATTACI 
THE  ROOT  OF  RUSSIA'S 
TROUBLE:  THE  ECONOM 
BUT  HE  MUST  IMPLEMIH 
REFORMS  WHILE 
CONSOLIDATING  POWER- 
WITHOUT  DESTROYING 
HIS  LEGITIMACY  AT  HO)! 
OR  ABROAD 


Ugly  streaks  of  so 
mar  the  once-pri™ 
white  marble  facac  <; 
Russia's  Parliarju 
building  in  central  I 
cow.  The  former  icon  of  Russia's  dho 
crats,  the  ruined  White  House  now  ■ 
bolizes  the  two  years  Russia  has  laiH| 
wasted  on  infighting.  And  its  scaral 
an  ugly  reminder  of  the  angry  contrite 
tion  that  erupted  into  pitched  battle 
Oct.  4,  when  troops  loyal  to  Presfll 
Boris  Yeltsin  took  back  the  building  bt 
right-wing  legislators  and  their  heS 
armed  backers*. 

Yeltsin's  victory  came  at  a  heavy 
The  tank,  machine-gun,  and  sniperjj 
killed  more  than  150  Muscovites.! 
hours,  the  country  teetered  on  the  M 
of  all-out  civil  war.  But  the  outcm 
looks  promising:  Rebellion  ringle» 
Alexandr  V.  Rutskoi  and  Ruslan  I.  MS 
>ulatov  sit  in  Lefortovo  Prison.  The  pi 
liament  that  obstructed  reform  at  e|r 
turn  is  dissolved  for  good.  A  new,  bii 
eral  legislature  is  due  to  be  electep 
December. 

Yeltsin  stands  at  a  unique  juncp 
in  Russian  history.  Always  a  strong* 
former  under  pressure,  he  now  hasp 
opportunity  to  build  a  new  Russia  wp- 
market-oriented  economy  and  demo 
ic  institutions.  Western  governments* 
most  foreign  businesses  are  behind  |r 
If  he  can  move  nimbly  enough  and 
off  hard-line  rebellions  and  separi 
tendencies,  he  can  give  his  citizens  * 
they  most  want— security  and  prospdt 
"We  must  press  on  with  the  econ 
transformation,  and  we  need  support 
all  government's  efforts  in  that  'I 
tion,"  Yeltsin  exhorted  Russians  if 
Oct.  6  televised  address. 

The  effort  is  mammoth.  Russii 
mired  in  a  deep  recession.  The  c! 
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economy  is  wracked  by  30%  month- 
iation,  and  the  ruble  that  once  trad- 

L60  per  dollar  is  now  virtually 
lless  at  1,200  (charts).  Meanwhile, 
>bs  of  millions  of  Russians  are  tied 
^ely  inefficient  industries  and  state 
prises  left  over  from  a  failed  era. 
lat  must  Yeltsin  do  now?  Many  of 
nswers  seem  straightforward.  His 
>riority  is  to  restore  a  semblance  of 
ity  and  sanity  to  the  economy  and 
finances.  To  do  so, 
;st  quickly  rein  in 
flat  ion  that  threat- 
dllions  of  Russians' 
*s  and  livelihoods. 
>mbat  it,  Yeltsin 
lave  to  propose  a 
mdget  to  replace 
rresponsible  one 
■ed  by  the  dis- 
d  Parliament— a 
hat  called  for  huge 
s  approaching  20% 
iss  domestic  prod- 
b  shore  up  the  ru- 
/alue,  Yeltsin  must 

tight  money  poli- 
\nd  he  must  force 
ntral  bank  to  shut 
;  printing  presses 

boost  interest 
-steps  his  govern- 

seems  ready  to 
ice. 

.  Yeltsin's  best  ef- 
:o  restore  econom- 
bility  won't  mean 
unless  he  finally 
res  a  frontal  at- 
n  what  remains  of 
itrenched,  old-style 
unist  system.  "The 
tes  are  looking  for 

ootholds  Elec- 

and  competition 
come  easy  in  Rus- 

warns  Jeffrey 

of  Harvard  Uni- 
y,  who  advises  the 
m  government. 
AURS.  That  means 
n  has  no  choice 
o  stamp  out  the 
med,  huge  subsi- 
>r  farms  and  factories  that  are  ma- 
ntributors  to  the  deficit.  Though  a 
J  privatization  program  has  been  a 
ccess,  huge  swathes  of  money-eat- 
nosaur  industries  and  unproduc- 
ollective  farms  still  exist  on  the 
f  cheap  state  money.  He  will  have 
we  the  millions  of  bureaucrats, 
jers,  and  others  off  state  subsidies 
at  into  the  real  world, 
the  same  time,  Yeltsin  must  come 
th  a  viable  social  safety  net  that 


can  protect  the  countless  Russian  lives 
that  revolve  around  propped-up  state 
factories.  While  fear  of  a  social  explosion 
has  so  far  kept  unemployment  at  an  ab- 
surdly low  rate  of  1%,  a  surge  of  layoffs 
is  now  inevitable.  Yeltsin  must  take 
measures  allowing  those  displaced  work- 
ers to  move  to  new  jobs  and  provide 
for  their  temporary  housing,  food,  and 
retraining.  "Too  swift  a  move  to  mar- 
ket forces  would  flatten  everything  like 
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a  typhoon.  Fine-tuning  will  be  awfully 
important  and  awfully  difficult,"  says 
Michael  Sturmer,  a  political  analyst  with 
the  Institute  for  International  Affairs, 
a  German  think  tank. 

In  dealing  with  the  West,  Yeltsin 
must  force  Russian  bureaucrats  and 
newly  successful  businessmen  to  take  a 
more  enlightened  stance  toward  foreign 
investment.  They  must  shed  nationalist 
beliefs  that  without  economic  protection, 
Russia  is  doomed  to  become  a  Third 


World  country  surviving  on  sales  of  oil 
and  cheap  resources.  Thai  means  quick- 
ly unraveling  a  ridiculously  complicated 
maze  of  tariffs,  duties,  royalties,  and 
taxes  for  imports  and  exports. 
old  hand.  The  payoff  could  be  huge. 
The  U.  S.  Commerce  Dept.  says  Ameri- 
can companies  have  invested  just  $400 
million  in  Russia  since  1987  vs.  $2.5  bil- 
lion in  Hungary.  "Business  won't  invest 
more  until  the  Russians  set  up  some  co- 
herent laws,"  says 
James  A.  McClung, 
vice-president  of  Chica- 
go-based fmc  Corp., 
which  has  been  doing 
business  in  Russia  since 
the  1930s. 

In  effect,  Yeltsin 
must  now  define  a  new, 
distinctly  Russian  eco- 
nomic model  that  will 
reposition  the  vast  na- 
tion in  the  world  econo- 
my. It  must  provide 
some  continuity  with 
the  past— not  a  system 
dreamed  up  at  Harvard 
or  by  the  International 
Monetary  Fund.  Indeed, 
some  of  Yeltsin's  advis- 
ers are  looking  to  Asia 
and  Latin  America  for 
answers.  In  some  cases, 
Yeltsin  may  allow  ves- 
tiges of  the  old  system's 
defense,  energy,  and 
technology  industries  to 
combine  their  efforts  in 
new  industrial  conglom- 
erates. That  might  al- 
low the  centrally 
planned  system  to  with- 
er over  time  rather 
than  be  abruptly 
scrapped.  One  model  for 
the  painful  restructur- 
ing: Japan's  keiretsu 
system. 

The  trick  for  Yeltsin 
will  be  to  find  a  new 
balance  between  the  So- 
viet system  that  is  dy- 
ing and  a  completely 
free-market  system  that 
is  still  out  of  reach.  If  he  fails  to  do 
that,  he  leaves  an  opening  for  opponents 
in  the  lower  reaches  of  the  bureaucracy 
and  particularly  in  the  regions.  "This  is 
Yeltsin's  last  window  of  opportunity  to 
get  rid  of  old  communist  structures," 
says  Wilfried  Schmidt,  senior  analyst  at 
Daiwa  Europe  Ltd.  in  London.  "Either 
he  wins  now,  or  we'll  see  communist  up- 
risings for  a  long,  long  time." 

Now  that  the  deadlock  with  Parlia- 
ment is  settled,  Yeltsin's  team  is  already 


SEPT 
EST 


]  993  23 


9 


turning  its  attention  to  some  of  these  is- 
sues. In  an  exclusive  interview  with 
BUSINESS  week  (page  26),  First  Deputy 
Prime  Minister  Yegor  T.  Gaidar  prom- 
ised in  assault  i  he  nderpinnings  of  Rus- 
sia's web  of  subsidies  and  loans:  "The 
sums  are  enormous,"  he  says. 

Buoyed  by  the  return  of  Gaidar,  whom 
Yeltsin  was  forced  to  drop  as  acting 
Prime  Minister  last  December,  Yeltsin's 
team  is  mapping  out  a  series  of  sweeping 
moves  aimed  at  accomplishing  much  of 
their  agenda  (table).  During  the  next  few 
weeks,  Gaidar  and  other  insiders  say, 
Yeltsin  will  issue  a  blizzard  of  decrees  in 
an  attempt  to  turn  the  economy  around. 
He'll  free  prices  on  products  and  services 
still  set  by  the  government,  such  as 
bread  and,  perhaps,  apartments.  Among 
the  most  sensitive  will  be  gasoline  prices, 
which  are  still  set  by  local  governments. 
Motorists  willing  to  wait  in  line  for  at 
least  three  hours  currently  can  buy  gas 
at  about  40C  a  gallon  from  a  state  gas 
station. 

Perhaps  the  centerpiece  of  Yeltsin's 
campaign  will  be  to  accelerate  privat- 
ization. He's  already  moving  fast,  with 
some  4,500  state  enterprises  having  been 


sold— and  sell-offs  are  continuing  at  the 
brisk  rate  of  700  to  800  a  month.  The 
Supreme  Soviet,  however,  had  tried  re- 
peatedly to  slow  down  or  demolish  the 
program  by  restricting  voucher  sales  or 
placing  government  properties  off  limits. 
That  roadblock  is  now  gone. 

Yeltsin  also  will  be  in  a  better  position 
to  throw  a  wrench  into  the  central 
bank's  printing  presses,  now  that  it  no 
longer  answers  to  the  hard-line  parlia- 
mentarians. To  slow  inflation,  the  central 
bank  is  ready  to  increase  Russia's  dis- 
count rate  charged  to  commercial  banks 
from  180%  to  200%.  Many  observers  are 
surprised  that  Yeltsin  is  keeping  as  bank 
chief  the  controversial  Viktor  Geraschen- 
ko,  who  orchestrated  a  farcical  partial 
call-back  of  the  ruble  in  July. 
RING  OF  TRUTH?  But  Yeltsin  needs  all 
the  allies  he  can  get  to  help  implement 
his  reforms.  If  he  fails  to  show  quick 
progress  on  raising  living  standards,  he 
could  face  another  grass-roots  rebellion. 
While  the  hard-core  Rutskoi  supporters 
were  mostly  fringe  elements,  their  com- 
plaint that  the  state  economy  was  being 
destroyed  without  anything  to  replace  it 
rang  true  for  many  Russians. 


One  crucial  question  is  whether  L 
sin  can  achieve  his  agenda  without  jj 
ing  into  heavy-handed  authoritarian 
Yeltsin  has  dissolved  obstreperous  i 
and  regional  councils  in  Amur,  NcJ 
birsk,  and  Moscow.  In  a  stern  spl 
on  Oct.  6,  he  dissolved  the  regional 
viets,  or  parliaments,  because  h(l 
lieves  they're  breeding  grounds  foil 
hard-line  opposition.  Even  liberal  nfl 
papers  that  have  supported  himl 
themselves  under  censorship— if  I 
temporarily.  Until  the  December  i 
tions,  Yeltsin  will  be,  in  effect,  a  dicl 
ruling  by  fiat. 

For  now,  President  Clinton  and  a 
world  leaders  are  solidly  behind  ( 
Yeltsin  is  so  confident  of  his  strong  If 
tion  that  on  Oct.  11,  he'll  embari 
what  could  be  a  historic  three-day  ] 
to  Tokyo,  where  he'll  try  to  nj 
progress  on  resolving  the  47-yeaj 
Kuril  Island  dispute  that  has  blol 
any  significant  Japanese  investmea 
his  country.  But  that  does  not  rjj 
that  the  international  communis 
ready  to  open  up  the  aid  spigots  witj 
conditions.  Indeed, 
the  International 


REMAKING  RUSSIA'S  ECONOMY:  YELTSIN'S  AGENDA 


Lift  remaining  price  con 
trols  on  such  sensitive 
products  as  bread  and 
gasoline 


SOCIAL  SAFETY  NET ► 


Establish  programs  to 
ease  pain  of  expected 
mass  layoffs 


DATA:  BUSINESS  WEEK 
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AGRICULTURE 


Liberalize  land  ownership 
rules;  break  the  bureau- 
cracy's hold  on  food  mar- 
keting and  pricing 
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;tary  Fund  has  made  it  clear  that  a 
id  $1.5  billion  loan  installment— orig- 
i  to  be  delivered  this  fall— will  not 
■leased  until  the  government  demon- 
es  progress  on  curbing  inflation  and 
Mng  subsidies. 

reign  business  executives  also  seem 
•  backing  Russia's  President.  Many 
ve  that  putting  down  the  Supreme 
st's  revolt  foreshadows  a  better 
iess  climate  later.  Even  though  Mc- 
ld's  Corp.  closed  its  three  Moscow 
urants  on  Oct.  4  as  gunfire  broke 
learby,  they  were  open  and  packed 
ollowing  day.  "This  hasn't  deterred 
i  any  way,  shape,  or  form,"  says 
lond  Langan,  an  official  with  Mc- 
ld's  Canadian  unit,  which  runs  its 
ian  operations. 

e  Parliament's  demise  is  also  good 
for  foreign  bankers.  This  summer, 
igislature  passed  a  law  banning  for- 
banks  from  making  commercial 
to  Russians.  That  jeopardized  the 
iects  for  the  more  than  half  a  dozen 
m  banks  that  had  won  licenses  to 
ite  here  and  dashed  the  hopes  of 
others.  Yeltsin's  government  hopes 
xact  foreign  banks  to  Russia.  Now, 
y  have  a  chance.  Says  Steven  Ful- 
mp,  head  of  the  Moscow  office  of 


Chase  Manhattan:  "Everyone  has  been 
waiting  for  a  breakthrough.  We're  hop- 
ing that  this  is  it." 

Other  foreign  business  executives  ex- 
press guarded  optimism.  PepsiCo  Inc., 
which  has  been  bottling  soft  drinks  in 
Russia  since  1974  and  now 
has  19  franchised  plants 
there,  closed  down  its  of- 
fice during  the  shooting 
on  Monday  but  quickly 
reopened  the  next  day. 
"Obviously,  things  are 
pretty  tense,  but  we're 
still  bullish  on  the  mar- 
kets," says  a  Pepsi 
spokesman. 

Also  pressing  ahead  is 
United  Technologies  Corp. 
Its  Otis  Elevator  Co.  unit 
has  a  deal  in  Russia, 
while  its  Pratt  &  Whit- 
ney unit  plans  to  develop 
and  produce  midsize  com- 
mercial aircraft  engines  and  industrial 
gas  turbines  with  Russia's  Perm  Motors 
Ltd.  United  Technologies  "remains  confi- 
dent that  its  investments  in  Russia  are 
safe,"  says  President  George  A.  David. 

But  Western  executives  are  worried 
about  some  proposed  changes,  particular- 


Unemployment, 
now  1%,  could 
soon  skyrocket  But 
it's  not  certain 
Yeltsin  has  plans 
to  handle  that 


ly  plans  to  ban  doing  business  in  dollars 
after  Jan.  1.  Executives  had  assumed 
that  they  could  freely  use  more  stable 
foreign  currencies  in  internal  Russian 
trade. 

Many  experts  doubt  that  a  dollar  ban 
will  work.  "You  cannot 
stop  the  flow  of  cash  in 
Russia.  Dollars  will  find 
their  way  to  the  black 
market,"  says  Sergei 
Yegoruv,  president  of  the 
Russian  Banking  Assn. 
Such  objections  may  be 
one  reason  that  Gaidar 
seemed  to  softpedal  the 
plans  in  his  BUSINESS 
WEEK  interview. 

Whatever  path  Yeltsin 
takes,  the  remade  Rus- 
sian economy  is  hardly 
likely  to  form  in  the  An- 
glo-Saxon mold.  Instead, 
key  forces  within  Yeltsin's 
camp,  such  as  Prime  Minister  Viktor 
Chernomyrdin,  are  looking  around  the 
globe.  "They  have  not  been  pushing  for 
a  real  market  economy,  but  for  some 
intermediate  stage,"  says  Konstantin  Bo- 
rovoi,  president  of  the  Russian  Com- 
modity &  Raw  Materials  Exchange: 


▲  ENERGY 


Boost  sagging  exports  of 
oil  and  other  resources  to 
prop  up  revenues  and  pay 
down  debt 


FOREIGN  INVESTMENT 


Streamline  and  clarify  the 
tax  and  legal  systems  to 
attract  more  commercial 
investment 


PRIVATIZATION 


To  speed  up  the  current 
program,  put  bigger  state 
companies  on  the  block 


FINANCIAL  REFORM 


Gain  control  of  Russia's 
central  bank;  cut  inflation 
by  slashing  huge  state 
credits;  bolster  the  ruble 
with  higher  interest  rates 


ORY 
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vard's  Sachs  says,  for  example,  fat 
Yeltsin  probably  will  issue  decrees  jat 
will  make  it  easier  for  entrepreneur™ 
start  new  companies  and  break  intone 
heart  of  the  industrialized  economy,  ffl 
er  steps  to  open  up  foreign  trade  cild 
benefit  this  entrepreneurial  sectoral 
economy. 

The  upshot  is  that  it's  no  longer 
question  of  whether  Yeltsin  will  disrA 
tie  the  old  Soviet  system— only  rto. 
Even  if  Yeltsin  himself  cannot  de[ie 
the  precise  makeup  of  the  future  m 
sian  economy,  his  bold  moves  are  raim 
hopes,  yet  again,  that  someday  RuMt 
may  be  able  to  transform  the  wonl 
biggest  military  production  complex  jto 
something  that  better  serves  millionjl 
needy  Russian  consumers.  It  might  ill 
happen. 

By  Peter  Galuszka,  Patricia  Kr 
and  Juliette  Rossant  in  Moscow,  witfyt. 
reau  reports 


"They  want  an  administered  market." 

One  organization  that  could  give  hints 
of  Russia's  industrial  future  is  a  com- 
pany called  Rosshelf.  When  DuPont  Co. 
subsidiary  Conoco  Inc.  expressed  inter- 
est in  developing  a  vast  natural-gas  field 
under  the  deep  and  frigid  water  of  the 
Barents  Sen  nol  long  ago,  Russia's  scien- 
tific elite  took  notice.  With  high-level 
backing  from  the  Yeltsin  insiders,  Ros- 
shelf, a  Russian  consortium,  was  put  to- 
gether to  compete  against  the  Western- 
ers for  the  natural  gas  project.  The  con- 
sortium includes  Gazprom,  the  state 
natural  gas  monopoly,  various  geological 
institutes,  and  a  nuclear  submarine  ship- 
yard. It  won  the  deal,  meaning  that 
Western  companies  had  squandered  mil- 
lions in  preliminary  exploration  expens- 
es and  other  costs. 

Rosshelf  hopes  to  promote  new  Rus- 
sian industries  while  converting  military 
industries  to  civilian  use,  says  Yevgeny 


Velikhov,  the  venture's  nuclear  physi- 
cist chairman.  Rosshelf  expects  that  by 
designing  and  building  new  offshore  oil 
platforms  capable  of  drilling  for  oil  and 
gas  in  extremely  deep  and  cold  water,  it 
"can  save  50,000  jobs  at  the  shipyard 
since  there  are  no  more  orders  for  nucle- 
ar submarines,"  says  Velikhov,  who  says 
the  venture  is  modeled  on  a  keiretsu. 
All  in  all,  he  expects  to  save  200,000 
defense  and  industrial  jobs  if  the  Ros- 
shelf experiment  works. 

( )f  course,  there  are  dangers  in  that 
kind  of  industrial  reengineering.  More 
radical  reformers  such  as  Gaidar  and 
Finance  Minister  Boris  G.  Federov  fear- 
that  these  new  combines  would  be  only 
a  sleight-of-hand  that  allows  old  state- 
backed  enterprises  to  emerge  in  new 
form.  Allied  with  prominent  laissez-faire 
economists  from  the  West,  they  prefer  a 
mix  of  policies  that  encourages  entre- 
preneurship  from  the  ground  up.  Har- 


YEGOR  GAIDAR:  ECONOMIST  ON  THE  HOT  SEAT 


First  Deputy  Prime 
Minister  Yegor  T.  Gai- 
dar is  reemerging  as 
the  main  architect  of 
President  Boris  Yelt- 
sin's economic  reform  program— which 
Yeltsin  now  plans  to  pursue  aggressive- 
ly after  crushing  his  enemies  in  Par- 
liament. In  an  exclusive  interview,  Gai- 
dar told  BUSINESS  WEEK 
how  he  intends  to  attack  the 
underlying  structures  of  the 
old  communist  system. 

Q  How  are  you  going  to 
tackle  inflation? 

A  Inflation  is  connected 
not  only  with  the  budget 
deficit  but  also  with  the 
credit  policy  that  is  pur- 
sued by  the  [still-indepen- 
dent] central  bank.  It  has 
been  subsidizing  our  na- 
tional economy  and  also 
subsidizing  the  deficit  of 
our  partners  in  the  com- 
monwealth. This  is  a  com- 
plex problem. 

When  talking  about  the  government 
budget  deficit,  we  do  not  intend  to  ful- 
fill the  budget  that  was  adopted  by 
the  previous  Supreme  Soviet  with  a 
deficit  of  2(i  trillion  rubles  [$21.7  bil- 
lion]. We  shall  try  to  cut  the  budget 
deficit  to  between  10  trillion  and  20 
trillion  rubles.  So  naturally,  that  is  not 
a  simple  task.  It  envisages  significant 
cuts  in  subsidies. 


Q  Which  subsidies  will  you  cut? 

A  First  of  all,  we  will  cut  the  preferen- 
tial subsidies  that  have  been  used  to 
support  centralized  enterprises  [of  the 
old  communist  system].  That  decree 
is  already  signed  and  made  public.  We 
will  stop  subsidizing  agriculture  cooper- 
atives, for  example,  which  receive  loans 


Gaidar,  the 

1 

main  architect 

of  Yeltsin's 

i    reforms,  vows 

i\  "significant 

measures  to 

provide  better 

m    conditions  for 

f  foreign 

J 

investors" 

carrying  interest  of  only  28%  a  year, 
and  defense  units,  which  receive  loans 
of  only  13%  a  year.  The  sums  are  enor- 
mous. All  these  credits  will  now  be 
granted  on  the  basis  of  usual  market 
interest  rates,  which  are  basically  200% 
a  year. 

This,  I  think,  is  most  significant. 
Then,  there  will  be  a  cut  in  subsidies 
for  centralized  imports.  We  shall  stop 
subsidizing  agricultural  products,  both 


domestic  and  imported.  There  also  vl: 
be  a  reduction  in  subsidies  for  the  c- 
extracting  industry  and  in  some  otfl 
branches  of  the  national  economy. 

Q  What  is  the  government's  plan  to  m 
tract  more  foreign  investment? 

A  It's  clear  that  armed  uprisings  pi; 

not  promote  capital  inva-i 
ments.  Nevertheless,  tk| 
government  plans  to  M 
plement  a  number  of  a-f 
nificant  measures  to  pHI 
vide  better  conditions  p 
foreign  investors.  A  pr^f 
dential  decree  is  now  11 
ing  prepared  that  wlh 
clarify   regulations  aH 
grant  foreign  investors  ta 
same  status  as  local  inv- 
tors.  There  is  also  the  pj: 
sibility  that  foreign  invl 
tors    will    be    able  m 
purchase  property]  in  t1 
territory  of  the  Russii 
federation. 

Under  the  same  deer , 
the  government  will  take  measures p 
develop  the  financial  infrastructure!) 
support  foreign  investments.  Thr 
measures  have  already  been  a* 
nounced,  but  they  have  not  been  fa/ 
implemented.  I  am  referring  to  tl 
Russian  Bank  of  Reconstruction  &  I- 
velopment,  the  Russian  Export-Imp't 
Bank,  the  Bank  of  Promoting  Ent,- 
prise,  and  some  other  banking  and  - 
nancial  structures. 
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The  NEW  Bose  Lifestyle'  5  music  system:  Music  center  with  built-in  CD  player  and  AM/FM  stereo  radio,  Direct/Reflecting'  cube 
speakers,  hideaway  Acoustimass"  bass  module  (not  shown),  remote  control  that  works  around  corners  and  through  walls. 


The  press  thought  our  Lifestyle®  music  system  was 
"exemplary/5  "ahead  of  the  pack/'  and  "ingenious. " 

Take  one  home  and  tell  us  what  you  think. 


When 


the  Bose  Lifestyle'  music  system  was 
introduced,  it  quickly  established  new  standards  for 
iome  stereo. 

Popular  Science  gave  it  the  prestigious  award  you 
>ee  here.  Hans  Fantel  of  The  New  York  Times 

sgg^g^   described  the  sound  as  "exemplary." 
■//       ,  , The  Boston  Herald  proclaimed  it 
I  ill  "ahead  of  the  pack."  And  summariz- 

 ~~^Jjj        a  ^lu>  1X1^C  arnc'c'  Stereo 

l£:l.:.> 7    Review  called  it  "ingenious." 

Clearly,  this  kind  of  recognition  would  please 
inyone.  But  at  Bose,  our  commitment  to  research 
ind  our  passion  for  excellence  led  our  engineers  to 
:ake  it  all  somewhat  differently.  They  were  not 
learly  as  flattered  as  they  were  challenged. 


The  result?  The  new  Lifestyle  5  music  system. 
Smaller.  More  affordable.  Even  easier  to  use.  With 
every  bit  of  the  lifelike  sound  you  Jg|(g 
expect  from  Bose.  hOITIB  3 

— new— — 

Visit  your  Bose  dealer  and  find      if  potylp 

out  how  easily  a  Lifestyle'  5   music,  

c     u  i      c  sVstem 

music  system  tits  the  way  you  live,  hor 

more  information  and  the  names  of  Bose  dealers 
near  you,  please  call  toll-free: 

1-800-444-BOSE  (2673)  e*.  2gi 


Better  sound  through  research = 

O  1991  Bose  Corporation.  Covered  by  patent  rights  issued  and/or  pending.  JN  94434-1 


EYEWITNESS  TO  A  COUP  THAT  FAILED 


It's  a  warm,  sunny 
Sunday  afternoon— a 
rarity  for  Moscow  in 
October.  Outside,  peo- 
ple stroll  through  the 
bright  yellow  foliage  of  birch  trees.  In 
our  apartment,  my  wife  finishes  giving 
me  a  haircut,  while  our  2-year-old  naps 
and  her  older  sister  plays.  Suddenly,  a 
loud  chattering  sound.  Gunfire?  The 
phone  rings.  BUSINESS  WEEK  Corre- 
spondent Patricia  Kranz  calls  to  say 
anti-Yeltsin  demonstrators  have  broken 
out  of  the  nearby  parliament  building, 
where  Vice-President  Aleksandr  V. 
Rutskoi  and  supporters  have  been 
holding  out. 

I  dash  from  our  apart- 
ment down  Kutuzovsky 
Prospect  and  toward  the 
"White  House,"  just  a 
quarter  of  a  mile  away.  In 
front  of  a  bus  with 
smashed  windows  is  a 
group  of  flak-jacketed 
Interior  Ministry  troops 
listening  anxiously  to  a 
walkie-talkie.  Eerily,  the 
large  contingent  of  police 
that  had  surrounded  the 
White  House  has  now 
melted  away. 

The  area  is  full  of  agi- 
tated Rutskoi  supporters. 
A  ragtag  crowd  with  com- 
munist banners  shouts  slo- 
gans from  a  balcony.  A 
bearded  man  approaches 
me  and  exclaims:  "Yeltsin's 
dictatorship  is  over!"  Teen- 
agers clip  away  pieces  of 
the  razor-sharp  concertina  wire  around 
the  Parliament  as  souvenirs. 
OFF  THE  AIR.  Soon,  pro-Rutskoi  toughs 
in  green  and  white  camouflage  uni- 
forms start  forming  a  convoy  of  cap- 
tured military  trucks  and  a  jeep.  Some 
carry  Kalashnikovs.  One  affixes  a  red 
Soviet  flag  to  the  lead  jeep,  shouting 
"Ostankino,  Ostankino,"  the  name  of 
the  18th  century  palace  where  Rus- 
sia's central  television  studios  are  locat- 
ed. Urging  the  crowd  to  follow,  the  lit- 
tle convoy  roars  up  a  street,  followed 
by  eight  yellow  ambulances  with  flash- 
ing lights.  As  I  start  back  toward 
business  week's  bureau,  machine-gun 
fire  bursts  from  the  high-rise  building 
that  houses  the  now-occupied  Moscow 
mayor's  office. 

The  next  hours  are  confusing.  At  8 
p.m.,  we  switch  on  the  television  and 


watch  a  nervous  announcer  read. 
Yeltsin's  state-of-emergency  order  on 
the  only  TV  channel  still  broadcasting. 
There's  fighting  at  Ostankino. 

I  head  off  alone  to  the  television 
center  about  five  miles  away.  Ap- 
proaching it  by  car,  I  hear  gunfire  and 
see  ambulances  race  past.  Soon,  I  no- 
tice about  20  onlookers  cowering  be- 
hind a  smashed  car.  Suddenly,  streams 
of  red  tracers  lick  the  sky.  One  stream 
arches  toward  my  car.  I  turn  around, 
fast.  Later,  I  realize  how  lucky  I  was. 
Four  other  journalists  were  killed. 

The  next  morning,  the  fighting 
starts  in  earnest.  A  column  of  tanks 


Early  in  the  rebellion,  Rutskoi  supporters 
shouted:  "Yeltsins  dictatorship  is  over!" 
But  Yeltsins  tanks  got  the  last  word 


and  armored  personnel  carriers  pulls 
up  in  front  of  our  apartment,  waiting 
to  move  on  to  the  White  House.  As 
they  head  out,  we  begin  to  hear  ma- 
chine-gun fire  and  the  booms  of  even 
bigger  weapons.  Yeltsin's  forces  have 
begun  their  assault  on  the  White 
House,  and  the  cacophony  lasts  for 
hours.  To  get  a  closer  look,  Patricia 
leaves  her  apartment  nearby  for  the 
river  embankment  across  from  the 
White  House.  T-72  tanks  take  up  posi- 
tions there,  and  she's  told  to  move  as 
bullets  snap  past. 

Despite  the  obvious  danger,  a  crowd 
of  several  thousand  bystanders  gath- 
ers, drinking  beer  and  munching  hot 
dogs.  Japanese  tourists  saunter  by.  A 
boy  walks  his  dog.  As  armored  per- 
sonnel carriers  rake  the  17-story  White 
House's  marble  facade  with  machine- 


gun  fire,  a  father  hoists  his  young  <1 
to  his  shoulders  for  a  better  vim 
From  time  to  time,  a  T-72  lets  of.1 
round  with  an  enormous  boom  til 
shakes  the  ground.  This  is  followed  I 
most  instantly  by  a  loud  crack  and  It 
orange  flash  of  a  shell  exploding  9 
the  White  House's  upper  floors.  In 
comic  note,  each  cannon  shot  trigger! 
chorus  of  car  alarms  in  the  park« 
lot  of  the  Hotel  Ukraine. 

Working  the  crowd  is  BUSINM 
week  Correspondent  Juliette  RossaB 
who  once  covered  the  fighting  in  Azl 
baijan.  One  spectator  she  speaks  wf 
is  18-year-old  student  Nikolai  Becl 
kov.  He,  his  brother,  M 
two  friends  watch  the  1 
tion  through  binoculal 
"These  communists  g« 
weapons  to  all  these  era 
people,"  he  tells  her.  "Y* 
sin  should  have  done  tl 
two  years  ago." 

TANK-TOP  VIEW.  Just  affl 

noon,  the  fighting  dm 
down.  Negotiations  s« 
start.  Defense  MinisB 

Pavel  S.  Grachev's  bla 
Zil  limousine  slowly  r<f 
to  the  middle  of  1 
bridge  so  he  can  ml 
with  White  House  nej 
tiators.  The  silence  is  el 
ing.  Down  by  the  riv| 
bank,  onlookers  try  J 
climb  the  T-72s  for  a  tj 
ter  view.  Flames  are  lip 
ing  from  two  upper-sfel 
windows.  The  only  soil 
is  the  slow  bonging  o| 
drum  that  a  Buddhist  priest  beats! 
prayer. 

It's  not  over,  though.  Shooting  pill 
up  from  time  to  time.  By  4:30  p.S 
hundreds  of  White  House  noncomt? 
ants  file  out  of  the  building.  Ruts! 
and  Parliament  Chairman  Ruslarl 
Khasbulatov  are  arrested.  Even  p 
there's  a  new  problem:  snipers  vl 
periodically  spray  the  streets  and  SI 
with  red  tracer  fire  on  into  the  nigs 
When  I  return  home,  the  sight  of  I* 
mored  vehicles  in  front  of  our  apJlj 
ment  building  is  strangely  comfortif 
My  family  is  safe.  Our  4-year-oldl 
very  curious  about  the  day's  eveil 
At  one  point,  she  gestured  in  the  diij? 
tion  of  the  machine-gun  rat-tat  it 
asked  my  wife,  "Mommy,  why  are  f 
people  out  there  clapping  so  hard?' 

By  Peter  Galuszka  in  Mosci 
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5  MINOLTA  CORPORATION 


You  Too  Can  Raise  Your  Level 
Of  Productivity 


And  it  can  nappen  overnight. 

Just  get  yourself  a  Minolta  high-productivity 
opier  MKe  the  ones  shown  Pelow. 

Each  was  recently  rated  most  productive  in 
s  class  by  a  leading  independent  analyst.* 

If  you're  looking  for  a  high-speed  copier, 
here's  the  EP  9760,  which  outperforms  any- 
ning  in  its  class.  For  high-volume  needs,  there's 
ne  EP  8602,  with  an  abundance  of  helpful  fea- 
ures.  And  the  document-handling  capability  of 
he  EP  5420  makes  it  ideally  suited  for  long 
opying  jobs. 


Clearly,  Minolta  is  uniquely  equipped  to  take 
your  productivity  to  new  heights.  (And  don't  for- 
get, those  who  raise  their  productivity  stand  the 
best  chance  of  ruling  the  roost.) 

For  more  information,  call  1-800-9-MINOLTA. 


•Thomas  A  Minneiia, 
autnor  of  7~ne  Copte 
Productivity  Primer 


HIGH-PRODUCTIVITY  COPIERS 
ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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COMPETITIVENESS  I 


BILL'S 
RECIPE 


HOW  HE  PLAHS  TO  HELP  U.S.  BUSINESS  CREAM  RIVALS 


Three  years  ago,  executives  of  high- 
tech industries  who  looked  to 
Washington  for  a  little  competitive 
help  encountered  a  White  House  many 
perceived  as  ready  to  sacrifice  American 
competitiveness  on  the  altar  of  free-mar- 
ket fanaticism.  Industry  after  industry 
was  losing  ground  to  Japan  or  Europe. 
But  Silicon  Valley  and  Route  128  lead- 
ers felt  that  the  Bush  Administration 
didn't  care  whether  the  U.  S.  made  com- 
puter chips  or  potato  chips. 

What  a  difference 
an  election  makes.  It 
doesn't  dare  utter 
the  words,  hut  in  re- 
cent weeks,  the  Clin- 
ton Administration 
has  announced  key 
elements  of  what 
looks  suspiciously 
like  an  industrial  pol- 
icy. The  message: 
Uncle  Sam  no  longer 
fears  picking  win- 
ners and  losers.  In- 
stead, says  Kent  H. 
Hughes,  a  top  Com- 
merce Dept.  technol- 
ogy official,  "we 
have  entered  a  new 
era  of  pragmatic 
partnerships  be- 
tween government 
and  industry." 

The  new  crew  in 
Washington  can't  af- 
ford to  ladle  out  money  to  every  interest 
group,  so  it  is  pursuing  industrial  policy 
on  the  cheap.  In  September,  for  in- 
stance, the  Administration  relaxed  ex- 
port controls  on  computers.  Computer 
executives  say  that  the  low-cost  measure 
could  stimulate  billions  of  dollars  of  new 
exports.  The  Administration  also  forged 
a  partnership  with  the  Big  Three  auto 
makers  to  produce  a  clean,  fuel-efficient 
car.  And  it  released  a  blueprint  for  an 
"information  highway"  to  zip  data  to  of- 
fices, homes,  and  schools.  Congress  soon 
will  give  the  President  more  money  for 


Commerce  pilot  programs   to  spread 
manufacturing  knowhow  to  small  com- 
panies and  to  fund  such  key  tech- 
nologies as  flat-panel  displays. 

High  tech  isn't  the  only  bene- 
ficiary: The  Administration  is 
proposing  research  and  develop- 
ment support  for  long-suffering 
shipbuilders,  as  well  as  loan  guar- 
antees aimed  at  stimulating  $3  bil- 
lion in  new  ship  orders.  It's  also 
assembling  a  job-retraining  pro- 


INDUSTRIAL  POLICY, 
CLINTON-STYLE 

Unlike  his  two  laissez- 
faire  Republican 
predecessors,  President  Clinton 
believes  the  federal  government 
should  aid  specific  industries. 
Here  are  some  of  the  President's 
recent  initiatives,  along 
with  BUSINESS  WEEK'S 
assessment  of  just  how 
interventionist  they  are: 


...  |HHP 


gram.  And  the  Energy 
Dept.  is  readying  tax 
breaks  for  domestic 
oil  and  gas  producers. 
"There's  so  much  stuff 
cascading  down,  it's  hard  to 
pay  attention   to   it  a 
says  William  G.  Morin,  tech- 
nology policy  director  of  the 
National    Association  of 
Manufacturers. 

Originally,  Clinton  had 
envisioned  a  more  sweep 
ing — and     costly — pro- 
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ILast  February,  he  unveiled  a  $17 
dllion-plus  plan,  but  much  of  the 
money  was  lost  to  deficit 
reduction.  Still,  many 
of  the  recipients  are 
happy.  The  lifting  of 
export  controls  "had 
hats  flying  in  Silicon 
Valley,"   says  Mi- 
chael C.  Maibach,  In- 
tel Corp.'s  top  lobby- 
ist. "The  changes  are 
bolder     than  we 
thought  they'd  be," 
adds  Silicon  Graphics 
Inc.  Chief  Executive 
Officer  Edward  R. 
Ijij&aw  McCracken. 

THE   GIMMES.    Will  it 

work?  Even  support- 
ers acknowledge  that 
Clinton's  strategy  may 
be  sorely  tested.  Clinton 
has  hit  "a  lead-off  home 
run,"  says  Kenneth  R. 
Kay,  executive  director 
of  the  Computer  Systems 
Policy  Project,  a  group  of 
CEOs  of  major  computer 
makers.   "But  we've  still 
got  nine  innings  to  play." 


to  build,  own,  and  operate  it,"  says 
Reich. 

Such  moves  are  smart,  says  Elwood 
R.  Kerkeslager,  vice-president  for  tech- 
nology and  infrastructure  at  American 
Telephone  &  Telegraph  Co.:  "The  Ad- 
ministration has  taken  the  right  steps." 

To  be  sure,  even  when  government 
and  industry  agree,  their  agendas  often 
are  at  odds.  Consider  clean  cars.  Wash- 
ington wants  a  radical 
change  in  technology  to 
counter  pollution  and  cut 
oil  imports.  But  Detroit 
seeks  incremental  im- 
provements to  keep  win- 
ning back  market  share. 
The  conflicting  interests 
could  split  the  partner- 
ship before  it  gets  into 
high  gear.  In  fact,  some 
top  Big  Three  executives 
fiercely  opposed  it,  fear- 
ing that  the  government 
would  force  their  R&D  down  unwanted 
paths.  The  Administration  rushed  to  an- 
nounce the  initiative,  says  a  White 
House  Official,  "because  we  were  afraid 
the  Neanderthals  would  win." 

Then  there's  the  question  of  how  to 
cope  with  all  the  groups  that  haven't 


Companies  will 
take  the  lead 
in  deciding 

which 
technologies 
should  be 
funded 


CLEAN  CARS  Up  to  $500 
million-per-year 
partnership  between 
Federal  researchers  and  the 
Big  Three  auto  makers  is 
aimed  at  developing 
ultraclean,  efficient  cars. 

Intervention  quotient: 

Moderate.  Carmakers  to 
put  up  roughly  half  the 
money.  Taps  existing 
federal  R&D. 

OIL  AND  GAS  TAX  BREAKS 

This  program  aims  to  boost 
domestic  drilling  and  cut 
import  dependence. 

Intervention  quotient:  High. 
Directly  subsidizes  a 
domestic  industry. 


INFORMATION 
INFRASTRUCTURE  Would 
create  an  information 
highway  connecting 
businesses,  schools,  and 
homes.  Clinton  would  chip 
in  $1 .5  billion. 

Intervention  quotient: 

Moderate.  Most  of  the 
investment  would  come 
from  private  industry. 

EASED  EXPORT  CONTROLS 

Would  let  companies 
export  sensitive  techno- 
logies if  they  are  already 
available  outside  the  U.S. 

Intervention  quotient:  Low. 
Would  help  many 
industries. 


asual,  the  biggest  knock  on  indus- 
iolicy  is  that  critical  decisions  will 
e  shaped  by  politics,  not  econom- 
s,  and  that  the  government  will 
id  up  backing  costly  losers,  as  it 
the  1970s  when  it  subsidized  syn- 
fuel  plants  and  breeder  reactors. 
Secretary  Robert  Reich  wants  to 
that  trap  by  having  companies 
in  picking  which  technologies  to 
-and  making  them  ante  up  much  of 
5st.  Take  the  information  super- 
ay.  "The  government  will  simply 
I  the  right  conditions  for  industry 


gotten  a  cut  of  the  action  yet.  No  sooner 
was  the  ink  dry  on  new  rules  for  com- 
puter exports  than  software  publishers 
began  clamoring  for  a  similar  relaxation 
on  programs  that  let  customers  hide 
data  by  encrypting  it.  Without  that,  says 
Robert  W.  Holleyman,  president  of  the 
Business  Software  Alliance,  "we'll  lose 
share  even  in  the  domestic  market." 

Then  there's  Congress.  Lawmakers  al- 
ready are  steering  technology  funds  in  a 
Defense  Dept.  research  program  started 
last  year  toward  pet  projects  in  their 
districts.  "The  program  got  porky  at  a 


faster  rate  than  even  the  most  cynical 
among  us  imagined,"  frets  a  senior  Ad- 
ministration technology  aide. 

The  White  House  vows  to  keep  tax- 
payers in  mind:  "The  focus  of  govern- 
ment should  be  on  particular  areas  that 
benefit  both  the  public  and  the  private 
good,"  says  Reich.  Consider  oil  and  gas. 
Says  Energy  Secretary  Hazel  R. 
O'Leary:  "The  domestic  industry  needs 
our  support  because  it  is 
crucial  to  our  national 
and  economic  security." 
Production  incentives  are 
cheaper  than  defending 
the  Middle  East,  she 
says. 

RELAXED  RIVALS.  Again, 

though,  the  industry  has 
other  priorities.  Small  oil 
companies  want  fees  on 
imported  oil,  which 
would  drive  domestic 
prices  up.  Many  produc- 
ers also  want  to  drill  in  off-limits  areas, 
such  as  the  Outer  Continental  Shelf  and 
the  Alaska  National  Wildlife  Refuge. 
Tax  incentives  "are  just  a  bone  thrown 
to  the  industry,"  scoffs  Steven  A. 
Tedesco,  president  of  Denver-based 
Atoka  Exploration  Corp. 

With  powerful  in- 
dustries pursuing 
their  own  agendas, 
the  Clinton  Adminis- 
tration will  have  to 
be  deft.  To  date, 
overseas  rivals  are 
hardly  quaking  in 
their  boots.  "We  are 
not  thinking,  'My 
God,  there's  a  new 
competitor  on  our 
markets,'  "  says  Lo- 
renz  Schomerus  of 
the  German  Finance 
Ministry. 

While  Corporate 
America  generally 
likes  what  it  sees 
coming  out  of  the 
White  House,  CEOs 
have  their  eyes  fixed 
firmly  on  the  bottom 
line.  That  means 
their  biggest  concern 


SHIPBUILDING  A  $147 
million  program  to 
guarantee  loans  to  keep  the 
U.S.  shipbuilding  industry 
alive. 

Intervention  quotient:  High. 
Targets  one  industry  for 
government  help. 

ADVANCED  TECHNOLOGY  The 

government  would  provide 
$200  million  annually  for 
R&D  projects  in  such  areas 
as  flat-panel  displays  and 
new  materials. 

Intervention  quotient: 

Moderate  to  high.  Industry 
must  put  up  half  of  R&D 
funds. 


remains  the  overall  health  of  the  U.  S. 
economy.  "If  the  Administration  keeps 
raising  taxes  and  doing  other  things  that 
foul  up  the  general  business  climate,  do- 
ing the  clean  car  or  paying  more  atten- 
tion to  exports  won't  matter,"  says  the 
nam's  Morin.  That's  a  thought  most  ex- 
ecutives consider  more  vital  than  the 
trickle  of  industrial-policy  goodies  from 
Washington. 

By  John  Carey  and  Douglas  A. 
Harbrecht  in  Washington,  with  Russell 
Mitchell  in  San  Francisco  and  bureau 
reports 
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PARAMOUNT:  TALK  ABOUT 
THE  PLOT  THICKENING 


Viacom  and  QVC  are  forging  alliances  they  could  later  regret 


When  the  directors  of  Para- 
mount Communications  Inc. 
finally  sit  down  to  consider 
bids  for  their  company,  they'll  have  plen- 
ty of  bankers  to  crunch  numbers  and 
lawyers  to  draft  agreements.  But  what 
they'll  really  need  is  a  marriage  counsel- 
or to  talk  about  relationships. 

As  Viacom  Inc.  and  QVC  Network  Inc. 
raise  the  ante  in  their  battle  for  Para- 
mount, both  are  spinning  complex  webs 
of  alliances.  Viacom  Chairman  Sumner 
M.  Redstone  has  locked  arms  with 
Nynex  and  Blockbuster  Entertainment. 
The  two  companies  will  invest  a  total  of 
$1.8  billion  in  Viacom,  which  most  ob- 
servers expect  Redstone  to  use  to  sweet- 
en his  $7.3  billion  offer.  And  Redstone 
may  seek  yet  another  partner,  most  like- 
ly a  cable  company. 

Executives  close  to  QVC  say  Chairman 
Barry  Diller  is  also  talking  to  Baby  Bells 
and  other  companies.  New  partners 
could  allow  him  to  boost  his  $9.4  billion 
bid  if  Redstone  tops  it.  Or  he  could  en- 
rich the  $3.5  billion  cash  portion  of  the 
deal.  Diller  is  already  backed  by  two 
cable  heavyweights:  Liberty  Media  Corp. 
Chairman  John  C.  Malone  and  Comcast 
Corp.  President  B>  ian  L.  Roberts. 


If  cold  cash  is  the  heavy  artillery  in 
the  war  for  Paramount,  then  relation- 
ships have  become  the  cudgels.  Each 
bidder  is  promoting  his  ties  and  deriding 
those  on  the  other  side.  Both  players, 
though,  are  embarking  on  a  risky  strate- 
gy: Relationships  are  gossamer  things 
that  shift  over  time.  Just  consider  how 
many  of  them  have  frayed  since  the  bat- 
tle began.  "This  has  gotten  pretty  ag- 
gressive in  terms  of  players  hurting 
each  other,"  says  John  Tinker,  a  media 
analyst  at  Furman  Selz  Inc. 

Redstone  claims  his  alliances  with 
Nynex  and  Blockbuster  will  help  achieve 
Viacom's  goal  of  distributing  MTV  music- 
videos  and  Paramount  movies  around 
the  world.  "There  are  so  many  fantastic 
things  we  can  do  together,"  he  says. 
People  in  Diller's  camp  contend  Red- 
stone is  merely  stocking  his  war  chest 
for  the  next  round  of  bids. 

By  contrast,  advisers  to  Diller  contend 
that  QVC's  cable  partners  make  the 
home-shopping  channel  a  superior  match 
for  Paramount.  That's  because  Diller 
would  have  ready  access  to  the  13  mil- 
lion cable  subscribers  of  Comcast  and 
Tele-Communications  Inc.,  the  cable  gi- 
ant also  controlled  by  Malone.  Redstone 


argues  that  Diller  is  cozying  up 
ruthless  monopolist  and  has  filed 
antitrust  suit  to  that  effect. 

Both  arguments  have  some  merit, 
com  will  clearly  benefit  from  the  te< 
cal  expertise  of  Nynex  in  areas  sue 
digital  switching.  Like  Viacom,  Nyni 
strong  in  overseas  markets,  inclu 
Britain,  where  it  is  building  a  comb 
cable-telephone  system.  Yet  cable  ex 
tives  say  Redstone  may  come  to  re 
the  deal  if  the  strategic  interest; 
Nynex  and  Viacom  diverge  later 
"You  can  pay  dearly  for  these  dea 
the  long  run,"  says  Glenn  R.  Jc 
chairman  of  Jones  Intercable  Inc. 
battle  scars.  For  his  part.  Diller 
be  trailed  by  whispers  about  the 
arm  of  Malone.  On  Sept.  16,  soon  i 
Redstone  unveiled  the  merger,  TCI 
German  media  giant  Bertelsmann 
they  were  launching  a  music-video 
home-shopping  channel  that  could 
pete  with  MTV.  Viacom  executives 
the  announcement  deflated  the  valu 
its  deal  at  a  critical  juncture.  Mic 
Dornemann,  chairman  of  Bertelsn 
Music  Group,  insists  the  timing  was 
incidental,  though  he  concedes  ot 
might  not  see  it  that  way. 

Moreover,  two  weeks  later,  Walt 
ney  Co.  awarded  a  10-year  contract 
its  feature  films  to  Encore,  a  new  pal 
service  backed  by  Liberty.  Disfe 
turned  down  a  bid  from  incumu 
Showtime  Networks,  which  is  owne| 
Viacom.  One  executive  close  to  the  p 
says  Encore  boosted  its  offer  to  an  I 
mated  $1  billion,  207  higher  than  Sll 
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Can 


1.  Can  your  PC  run  DOS,  W  indows™ 
and  OS/2® programs  at  the  same  time? 


2*.  Can  your  PC  simultaneously  format 
diskettes,  connect  to  an  online  service  like 
CompuServe™  and  print  a  document? 


If  s  my  file 
and  I'M  name  K 
anything  I  want 

5.  Can  you  save  files 
inder  any  name  you  want 
ip  to  254  characters  long? 


toes  your  PC  come  with 
25  useful  productivity 
ets?  Does  it  come  with 
be  Type  Manager7"? 


your  PC 
pass  this  simple 

test? 


screen 


a 


at 


an  you  "drag  and  drop  " 
?(s  like  files, folders  and 
'.ers  anywhere  you  want,  mj 
oup  and  organize  your 

^2iesktoptheway Multimedia 


6.  Can  you  take  advantage 
of  the  latest, exciting  multi- 
media video  technology 
without  buying  additional 
hardware? 
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Call  for  your  free 
demo  diskette. 


Eile  Edit 

View    Qptlons  Contrc 

1  Typo 

Help 

DO  • 

-  ms 

Q 

Media  Pos 

won 

l-H  MH 

0  02  64 

I   0  13.37  0.13 

program"crashes,'can  you  recover  without  rebooting 
r  computer?  Can  you  run  the  new  generation  of  32-bit 
grams'?  II  you  answered  no  to  any  of  the  above,  then 
ime  to  say  yes  to  a  higher  grade  of  P(  1  performance. 

mand  OS/2  2.1  preloaded  on  your  next  PC. 

fi  OS/2  2.1  in  your  PC,  you  can  get  a  lot  more  out  of 
r  PC.  Its  simply  a  question  of  multiple  choice.  OS/2  2.1 


lets  you  choo>c  horn  the  broadest  range  ol  P< 
able,  and  lets  you  get  more  horn  them  than  ever  before. 
So  there's  only  one  final  question:  what  are  you  waiting  for? 

OS/2  2.1  i>  available  at  local  software  dealers.  To  order 
or  to  find  out  more  about  OS/2  2.1,  call  1  800  3-IBM-OS2.  In 
Canada,  call  1800  465-7999. 

Operate  at  a  higher  level. 


d  was  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBM  and 
are  registered  trademarks  and  "Operate  at  a  higher  level"  is  a  trademark  of  International  Business  Machines  Corporation  Windows  is  a 
mark  of  Microsoft  Corporation  CompuServe  is  a  trademark  of  CompuServe.  Inc  Adobe  Type  Manager  is  a  trademark  of  Adobe  Systems 
wrated  ©1993  IBM  Corp 


time's  bid,  after  the  takeover  began. 

Even  Time  Warner  Inc.,  a  bystander 
with  ties  to  both  QVC  and  Viacom,  has 
been  pulled  into  the  fray.  On  Sept.  27, 
the  company  announced  it  was  starting 
two  upscale  home-shopping  channels. 
The  channels,  a  joint  venture  with  cata- 
log company  Spiegel  Inc.,  could  end  up 
competing  with  a  new  QVC  service. 

Redstone  acknowledges  that  alliances 


are  tricky:  "No  one  who  is  not  a  hypo- 
crite or  a  liar  can  guarantee  how  a  rela- 
tionship will  look  in  the  future."  But  he 
says  he  has  chosen  his  friends  carefully. 
What's  more,  he  has  relinquished  little 
control.  Neither  Blockbuster  nor  Nynex 
will  own  any  of  Viacom's  voting  shares. 
Even  after  both  convert  their  preferred 
equity  into  common  stock,  Redstone  will 
still  firmly  control  the  company. 


Less  clear  is  how  the  Paramint 
board  will  evaluate  alliances  in  chooig 
a  bid.  If  Redstone  comes  close  to  Dill 
offer,  they  probably  can't  avoid  it 
question.  Given  the  ephemeral  naturjji 
relationships,  the  directors  had  bal 
hope  one  of  the  bidders  just  plJt 
down  a  bigger  pile  of  cash. 

By  Mark  Landler  in  New  York,  | 
Ronald  Grover  in  Los  Angeles 


EDUCATION  I 


CALIFORNIA  MAY 
CHOOSE  SCHOOL  CHOICE 


If  so,  parents  would  get  vouchers  for  private  and  parochial  school 


tuition 


B 


ack  in  1978,  Californians  passed 
Proposition  13,  a  controversial  cap 
'on  property  taxes.  Then  they  sat 
back  and  watched  their  vaunted  public 
education  system  crumble  because  of 
tight  budgets.  Next  month,  voters  will 
have  a  chance  to  vote  on  a  proposal  that 
proponents — including  some  key  busi- 
ness backers — say  will  reverse  the  slide 
by  creating  the  nation's  most  far-reach- 
ing experiment  with  school  choice.  Trou- 
ble is,  the  "choice"  would  extend  to  pri- 
vate and  parochial  schools.  So,  the 
state's  public-education  Establishment  is 
bringing  out  the  big  guns  to  stop  it. 

Proposition  174,  the  measure  that  is 
causing  all  the  fuss,  would  give  parents 
a  voucher  worth  $2,600  to  be  redeemed 
at  whatever  school  they 
choose.  Opponents  say  that 
the  $1.3  billion  that  would  end 
up  being  paid  out  to  parents 
of  children  already  in  private 
schools  would  devastate  the 
state's  education  budget. 
They  also  promise  court  chal- 
lenges to  the  use  of  tax  mon- 
ey for  religious  schools. 
uphill  fight.  Proponents, 
however,  argue  that  a  little 
competition  might  do  the  sys- 
tem some  good.  "Education  is 
now  just  a  monopoly,"  says 
Joseph  F.  Alibrandi,  the  chief 
executive  officer  of  Los  Ange- 
les aerospace  contractor  Whit- 
taker  Corp.,  who  orchestrated 
the  signature  campaign  that 
put  the  proposed  constitution- 
al amendment  on  the  Nov.  2 
ballot.  "Our  objective  is  to 
bring  the  forces  of  the  mar- 
ketplace to  bear  to  force  pub- 
lic schools  to  improve."  The 
measure  is  being  backed  by  a 
coalition  of  conservative  Re- 
publicans, libertarians,  Catho- 
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lies,  and  Christian  fundamentalists.  If  it 
passes,  it  would  be  the  nation's  first 
broad-scale  voucher  system. 

Supporters  of  Proposition  174  face  an 
uphill  battle,  though.  The  opposition  has 
raised  more  than  $10  million  and  has 
already  started  running  extensive  televi- 
sion advertising  poking  holes  in  the  idea. 
Most  of  the  money  comes  from  the  pow- 
erful California  Teachers  Assn.,  which  is 
assessing  its  more  than  200,000  mem- 
bers $63  each  to  fight  the  amendment. 
Another  important  naysayer:  President 
Clinton,  who  in  an  Oct.  4  speech  to  the 
AFL-CIO  in  San  Francisco,  opposed  the 
proposal. 

Proponents,  meanwhile,  have  gar- 
nered just  $1.1  million  so  far,  largely 


LONG  SLIDE:  A 
PUBLIC  SCHOOL  IN 
SAN  FRANCISCO 


REFERENDUM  FOR  CHANGE 


Californians  who  say  their 
public  school  system: 

NEEDS  A  MAJOR 
OVERHAUL 


Callfornions  who  support  using 
vouchers  to  pay  for  private  schools 


PROVIDES 

QUALITY  EDUCATION     1  DON'T  KNOW     SOMEWHAT  OPPOSE 

FROM  SEPTEMBER  POLL  OF  1,404  CALIFORNIA  RESIDENTS  MARGIN  OF  ERROR:  +  OR  -3  PERCENTAGE  POINTS 
DATA  POLICY  ANALYSIS  FOR  CALIFORNIA  EDUCATION 


because  they've  failed  to  enlist  rrj§ 
support  from  business.  "Businessji 
ways  likes  to  present  itself  as  a  frienB 
education,  but  ends  up  as  a  friend  ofta 
education  Establishment,"  says  WilB 
J.  Bennett,  a  former  U.  S.  Education  I 
retary  who  supports  the  measure. 
volatility.  Despite  long  odds,  thoil 
supporters  have  a  chance  at  an  upsel| 
a  survey  released  on  Sept.  30,  1,400  IE 
fornia  adults  ranked  education  as » 
issue  that  should  have  the  highest  prjl 
ty — over  the  economy  and  over  hel 
care.  Three-quarters  want  a  schi 
choice  plan  that  includes  private  schcB 
and  639c  are  in  favor  of  using  vouclB 
to  get  there  (chart).  "Our  poll  show 
pretty  volatile,  'we're  fed  up'  attitie. 
and  the  initiative  plays  right  intoB 
says  Michael  W.  Kirst,  a  Stanford  ffi 
versity  professor  and  co-director  of  Jli< 
cy  Analysis  for  California  Educalm 
(PACK),  the  independent  think  tank  « 
commissioned  the  poll. 

Public  support,  however,  is  far  f  m 
firm.  The  main  problem  is  that  the  era- 
sure doesn't  set  up  the  safeguards  lit 
the  public  would  like  to  see,  and  the  'B 
on  174"  campaign  is  deftlyx- 
ploiting  that  in  its  TV  ;S, 
Proposition  174  does  not  lid 
private  schools  to  the  sil 
academic  and  fiscal  standi 
as  public  schools,  and  it  w()| 
allow  private  schools  to  rei 
students  based  on  their 
der  or  religion,  for  exam|& 
In  July,  in  an  attempt  toj* 
dercut  the  proposal,  state  I 
islators  hurriedly  passed  ail 
allowing  students  to  trans^r 
between  school  districtsa 
limited  form  of  choice  alreiy 
used  in  a  dozen  states. 

Even  if  voters  reject  Pip 
174  this  time,  it  probaj 
won't  die.  And  if  it  passes.fs 
supporters  expect  the  idero 
spread.  "For  good  or  ill,  »e 
rest  of  the  country  looks* 
California  when  it  wants;o 
see  its  future,"  says  Benntt. 
The  future,  it  seems,  portels 
some  kind  of  school  voucjr 
system  on  a  grand  scale. 

By  Larry  Armstrong  in  |>s 
Angflcs 


Although  the  McCooey  brothers  and  their  sister 


have  always  been  reminded  of  their  striking  similarities, 
it  is  their  differences  they  have  always  insisted  on. 

It  is  no  wonder  then,  that  each  owns 
a  different  waterman  pen.  for  while  style  is  key, 
individuality  is  still  everything. 


WATERMAN  <M 


iere  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


MERGERS  I 


HCA-COLUMBIA: 

A  CONCORDE  OR  A  BLIMP? 


In  a  new  era  of  health  reform,  it  must  prove  that  bigger  is  better 


Ri 
< 
1 


ichard  L.  Scott  is  no  fan  of  the 
Clinton  health-reform  program. 
^Yet  the  chief  executive  officer  of 
Columbia  Healthcare  Corp.  may  be  one 
of  the  first  to  benefit  from  Clinton's  pro- 
posal. That's  because  Thomas  F.  Frist 
Jr.,  HCA-Hospital  Corp.  of  America's 
CEO,  responded  to  the  prospect  of  the 
Clinton  plan  by  picking  up  the  phone  and 
cutting  a  deal  with  Scott.  On  Oct.  2,  the 
two  announced  that  their  companies 
would  merge  in  a  $5.7  billion 
stock  swap.  "If  President  Bush 
had  been  reelected  .  .  .  this 
merger  would  not  be  happen- 
ing today,"  says  Frist. 

Scott  and  Frist  figure  that 
bigger  will  no  doubt  prove  bet- 
ter in  a  market  consumed  by 
reform.  Critics  have  their 
doubts  about  the  strategy,  but 
everyone  agrees  that  the  new 
Columbia  certainly  will  be  big: 
Just  a  month  ago,  Columbia 
put  up  $3.4  billion  to  acquire 
Galen  Health  Care  Inc.,  a  73- 
hospital  chain  spun  off  by  Hu- 
mana Inc.  By  adding  HCA  to 
the  fold,  Scott,  a  40-year-old 
lawyer,  will  turn  Columbia  into 
a  190-hospital  behemoth  with 
$10  billion  in  annual  reve- 
nues— nearly  five  times  the 
size  of  HealthTrust  Inc.,  its 
closest  for-profit  competitor. 
smorgasbord.  The  Columbia  strategy 
is  simple.  To  gain  clout  in  a  market 
plagued  by  an  oversupply  of  hospital 
beds,  the  company  buys  into  a  region, 
then  consolidates  facilities  to  cut  duplica- 
tion. Next,  it  invests  heavily  to  build  up 
a  sort  of  one-stop-shopping  service  for 
big  health-care  buyers.  Its  sheer  size 
and  ability  to  cut  costs  could  give  it  "a 
distinct  advantage"  in  its  market,  says 
Humana  President  Wayne  T.  Smith. 


If  it  works,  the  HCA  deal  would  simply 
be  an  extension  of  a  proven  strategy. 
But  critics  say  Scott  will  have  to  prove 
that  Columbia's  formula  can  work  on 
such  a  vast  scale.  Indeed,  the  pace  of 
Columbia's  expansion  has  been  so  swift 
that  Scott  hasn't  even  had  time  to  move 
into  the  new  house  he  bought  in  Louis- 
ville, where  Columbia  moved  after  the 
Galen  merger.  His  expanded  company 
may  end  up  headquartered  in  Nashville. 


EMERGENCY  ROOM  TO  COME:  EVEN  MORE  PURCHASES  ARE  PLANNED 


As  it  digests  HCA,  Columbia's  most 
significant  task  will  be  to  win  over  the 
managed-care  outfits  that  are  likely  to 
be  the  biggest  buyers  of  health  services 
under  the  Clinton  Administration  reform 
plan.  To  attract  these  health-mainte- 
nance organizations  and  corporations, 
Columbia  will  have  to  offer  a  smorgas- 
bord of  services  in  each  market — from 
psychiatric  counseling  to  pediatrics  to 
outpatient  services.  That  means  the  com- 


pany must  invest  heavily  in  many 
new  local  markets,  where  its  presei! 
not  strong.  "It  doesn't  matter  ifl 
have  100  or  1,000  hospitals  scatj 
across  the  country,"  says  Bradle 
Arms,  senior  vice-president  for  wel 
managed-care  operations  for  cj 
Health  Care  Cos.  "It's  what  they  d( 
local  market  that  makes  them  attra 
to  a  managed-care  company." 

To  keep  costs  under  control,  Scotl 
work  to  persuade  doctors  in  his  nej 
gions  to  practice  with  an  eye  on 
bottom  line.  In  the  past,  Scott  has 
physicians  motivated  to  keep  costq 
by  offering  them  equity  stakes 
operations.  But  that  practice  is  col 
under  attack  by  state  and  federal 
makers  as  a  conflict  of  interest  an 
use  may  be  limited. 
Scott  harbors  no  doubts  aboull 
growth  strategy  or  his  pla 
swallow  HCA.  Because  Cq 
bia's  operations  are  man| 
by  local  executives,  he 
they  won't  be  jolted  by  thj 
coming  merger.  "There's 
ing  to  digest,"  says  fina| 
Richard  E.  Rainwater,  an 
nal  Columbia  investor 
helped  broker  the  deal 
HCA.  "It's  just  the  opp<| 
[This]  will  accelerate  the  i 
nalization  of  each  of  the 
kets  because  we'll  have  s| 
ger,  more  powerful  netwoj 

Columbia,  meanwhile, 
seem  to  stop  buying  hospj 
Just  weeks  after  it  entered 
Kansas  City  area  via  the 
merger,  for  instance,  Colul 
agreed  to  buy  a  second  hos 
there.  And  it  has  made  oj 
for  two  more  in  the  rel 
Scott's  spending  spree  ha] 
ready  prompted  competitors  to  res] 
in  kind:  In  Florida,  Columbia's 
purchase  has  helped  launch  a  wad 
collaboration  by  competing  hospital! 
even  though  Scott  may  be  no  fan  o:J 
Clinton  reform  plan,  his  companj 
clearly  going  to  play  a  major  rolf 
making  it  happen. 

By  Zachary  Schiller  in  Cleveland, 
Maria  Mallory  in  Atlanta   and  6m| 
reports 


HOW  COLUMBIA  BECAME  A  GIANT 


OCTOBER,  1987 


Scott  and  Rainwater 
each  invest  $125,000 
to  found  Columbia 
Hospital 


JULY,  1988 


Columbia  purchases  its 
first  hospitals  and 
diagnostic  centers  in  El 
Paso 


JULY,  1992 


Buys  Florida-based 
Basic  American 
Medical  and  its  eight 
hospitals 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


SEPTEMBER,  1993 


Acquires  Galen  Health 
Care,  taking  it  to  94 
hospitals  and  $5  billion 
in  revenue 


■S29BSI 

HCA  and  Columbia 
announce  stock  swap 
to  create  a 
1 90-hospital  chain 
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lable  at  all  dealers 


plain  paper  fax  machines  that  not 
only  stand  upright,  they  stand  alone. 


i 

>anon  stands  alone  as  the  undisputed  leader  in 
>plain  paper  facsimile. 

And  it  isn't  difficult  to  see  why.  Especially  when 
i  notice  the  space-saving  upright  design  of  our 
KPHONE®  plain  paper  fax  machines.  Perfect  for 
'  home  office. 

Notice,  too,  the  quality  of  output.  Canon's 
ented  Bubble  Jet'v'  printing  technology  with 
)  x  360  dpi  gives  you  precise,  laser  quality  images 
cut-sheet  plain  paper.  And  with  Canon's  exclusive 
[Q™  imaging  technology,  you  can  send  text  and 


multi-toned  graphics  that  are  virtually  indistinguishable 
from  the  original. 

If  you're  looking  for  the  convenience  and 
simplicity  of  receiving  on  plain  paper,  remember  only 
Canon  has  a  full  line  of  affordable,  easy-to-use  personal 
plain  paper  fax  machines  with  the  outstanding  quality 
that  has  made  Canon  plain  paper  fax  the  number  one 
choice  of  American  business. 

For  more  information  about  our  popular 
FAXPHONE  B70  and  B60,  or  our  new 
FAXPHONE  B75,:;-  please  call  1-800-4321-HOP. 


Official  Facsimile  of 
WorldCup{EA94 
and  U.S.  National  Team 


FAXPHONE' B70 

BUBBLE  JET  FACSIMILE 


Canon 


■i 


RESIGNATIONS  I 


THE  RETIREE  RULES:  NIKE  IS  SET  TO  LAUNCH  A  NEW  GENERATION  OF  AIR  JORDAN  SHOES 


THE  NBA  MAY  FEEL  A  VOID 
—BUT  JORDAN  INC.  WILL  PLAY  ON 


With  long-term  deals  in  place,  sponsors  must  refashion  the  star's  image 


The  final  play  took  place  in  a  hotel 
room  in  Deerfield,  111.  There,  on 
Oct.  5,  basketball  superstar  Mi- 
chael Jordan,  his  agent  David  Falk,  and 
Falk's  associate  Curtis  Polk  methodical- 
ly placed  phone  calls  from  noon  until  5 
p.m.,  announcing  the  end  to  Jordan's 
playing  days.  Falk  first  called  National 
Basketball  Assn.  Commissioner  David  J. 
Stern.  Then  he  phoned  each  of  the  com- 
panies that  collectively  pay  Jordan  an 
estimated  $28  million  a  year  to  move 
products:  Nike,  McDonald's,  Quaker- 
Oats'  Gatorade  unit,  and  a  host  of  oth- 
ers. Occasionally,  Jordan  took  the  phone 
after  Falk  broke  the  news,  but  most  of- 
ten, Falk  handled  the  chore  alone. 

As  they  deal  with  the  dawn  of  a  post- 
Jordan  era,  each  of  the  recipients  of 
Falk's  telephone  calls  faces  a  daunting 
task.  The  league  must  create  new  super- 
stars to  replace  Jordan's  charisma.  The 
Chicago  Bulls  must  build  a  winner  be- 
fore moving  into  a  $160  million  new  sta- 
dium in  1994.  And  the  corporate  spon- 
sors face  the  toughest  task  of  all: 
They've  got  to  take  an  asset  that  re- 
newed itself  every  time  Michael  Jordan 
laced  up  his  Nikes  and  make  certain  it 
does  not  waste  away.  "Michael's  not  go- 
ing to  be  bouncing  a  basketball  up  and 
down  a  basketball  court  100  times  a 
year,"  Falk  says.  "But  he's  with  a  group 
of  blue-chip  companies  that  will  work  to 


maintain  his  image  around  the  world." 

And  he's  with  them  for  a  long  time. 
This  past  summer,  before  Jordan's  fa- 
ther was  murdered  in  an  act  of  appar- 
ently random  violence,  Falk  told  the 
sponsors  that  it  was  time  to  prepare  for 
the  30-year-old  Jordan's  eventual  retire- 
ment. Falk  then  renegotiated  most  of 
the  endorsement  deals — set  to  expire 
over  the  next  few  years — extending 
them  out  10  years,  regardless  of  wheth- 
er Jordan  remained  in  the  game.  Says 
Guy  E.  Thomas,  Wilson  Sporting  Goods 
Co.'s  marketing  director  for  basketball: 
"The  goal  was  to  try  to  maintain  the 
public  fascination  with 
Michael  Jordan  for  a 
long  period  of  time." 
Still,  he  adds,  Jordan's 
retirement  "is  not 
something  we  counted 
on  quite  so  soon." 
JUST  did  it?  By  the 
time  Jordan  officially 
announced  his  with- 
drawal from  the  game 
on  Oct.  6,  only  the  con- 
tract with  McDonald's 
Corp.  remained  to  be 
signed.  And  only  Mc- 
Donald's apparently 
did  not  receive  a  call 
from  Jordan  in  ad- 
vance of  his  announce- 


GETTING  RICH 
ON  THE  PITCH 


Athlete/ 

Some  accounts 


MICHAEL  JORDAN  $28 

Nike,  Gatorade,  McDonald's 


ARNOLD  PALMER 

Cadillac,  Textron,  Penzoil 

JACK  NICKLAUS 

tincoln-Mercury,  Rockport 

JOE  MONTANA 

Sara  Lee,  Upper  Deck,  Sega 

SHAQUILLE  O'NEAL  $8 

Reebok,  Pepsi,  Spalding 

*Estimates 
DATA:  SPORTS  MARKETING  LETTER 
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ment.  "We  found  out  about  it  the  sie 
time  the  rest  of  the  world  did,  and  at 
was  on  television,"  says  a  spokesworn. 

Jordan's  biggest  sponsor,  Nike 
stands  to  lose  the  most  if  it  can't  ref 
ion  the  Jordan  endorsement  mess 
Nike  Chairman  Philip  K.  Knight,  wl 
$200  million  Air  Jordan  line  has  ft 
prey  to  the  slow  growth  infecting 
sneaker  business,  flew  to  Chicago  f 
Beaverton,  Ore.,  to  spend  the  mornin 
Jordan's  house  before  the  retirei) 
press  conference.  Now  Knight  must 
cide  whether  Jordan  still  fits  NiT 
"Just  Do  It"  marketing  campair, 
There's  an  early  test  ahead.  The  cor 
ny  on  Nov.  15  is  set  to  launch  its  ne\| 
Air  Jordan  shoe,  and  TV  comment 
still  have  to  be  shot  for  the  sneakei 

For  Bulls  owner  Jerry  Reinsdorf,* 
retirement  is  cause  for  alarm.  True,  f 
boxes  in  the  Bulls'  new  United  Cer?. 
which  opens  in  the  fall  of  '94,  arm 
leased  for  up  to  eight  years.  But  sesi 
ticket  sales  and  the  value  of  the  Ejfi 
franchise — currently  estimated  at  <'§ 
million — all  could  drop  if  the  Bulls  dft 
keep  winning  in  the  post-Jordan  a. 
"Obviously,  this  is  not  a  good  thingir 
the  franchise,"  Reinsdorf  says.  "But'; 
not  going  to  have  any  long-lasting  n<| 
tive  effect." 

CHARISMA   CAP.   The    NBA,    which  B 

been  heralded  as  the  most  succesl 
sports  league  in  recent  years,  will  M 
to  fight  to  prevent  a  fallout.  Besl 
Jordan,  perennial  stars  Larry  Bird! 
Earvin  "Magic"  Johnson  also  havel 
tired  within  the  past  12  months.  NowB 
league  must  build  its  image  around  m 
ers  with  bad-boy  images,  such  as  outp 
ken  Phoenix  Suns  forward  Charles  BB 
ley,  or  around  such  relative  newco™ 
as  Shaquille  O'Neal.  "There's  goin« 
have  to  be  another  Michael  JordaiJ 
wear  the  crown,"  says  Stern. 

Jordan,  as  he  wound  up  his  pre 
sional  basketball  career  before  an  i 
national  TV  audience,  seemed  at  p 
about  his  decision.] 
says  that  the  g] 
holds  no  new 
lenges  and  that 
wants  to  lead  a  n| 
normal  life.  "The 
light  has  been 
good  to  me,  and  hj 
fully,  I've  been 
to  it,"  he  says.  ^ 
it's  up  to  Jordan 
his  sponsors  to 
certain  that  the 
doesn't  dim  too  fa 
By  David  Greisin 
Chicago,  with  i 
Jones  Yang  in  Se 
and  Laura  Zinn  in 
York 


Endorsement  earnings* 
Millions  of  dollars 


$11 


$10 


$9 
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"Wo/  oniy  did  HP  work  hard, 
but  they  were  willing  to  team 
up  with  us.  It  became  a  true 
alliance,  a  true  partnership" 


Gene  Goodmaster, 
Director  of  Management  Information 
Chesebrough-Pond's  USA 


Every  year,  200,000  phone  calls 
pour  into  the  Consumer  Information 
Center  at  Chesebrough-Pond's  USA. 
And  the  number  is  growing  18%  annu- 
ally. By  listening  closely  to  each  caller, 
they  resolve  customers'  problems.  And 
collect  valuable  marketing  data. 

To  achieve  a  new  level  of  service,  they  called 
us.  Our  answer  was  an  HP  client/server  solu- 
tion—an HP  9000  Business  Server  linked  to 
thirty-two  HP  X  stations,  installed  according  to 
plan  by  HP's  Professional  Services  Organization. 

This  Open  Systems  approach  lets  Chesebrough- 
Pond's  reps  respond  immediately.  It  not  only 
has  the  power  to  handle  the  increased  volume 
fast  and  accurately.  It  also  links  into  company- 
wide  information  systems  to  make  the  data 
instantly  available. 

To  find  out  more,  call  1-800-637-7740, 
Ext.  7699.  It  could  make  your 
company's  future  look  even 
rosier  than  you  think. 


Think  again. 


EWLETT 
PACKARD 


ewlett  Packard  Company  GSY9311 
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WHO  SAYS  PRO  HOCKEY 
CAN'T  BE  CUDDLY? 


Disney's  Mighty  Ducks  aim  to  rehabilitate  the  sport's  image 


■J  s  this  the  future  of  professional 

I  hockey?  Purists  of  the  sport,  who 
■1  gave  their  heroes  such  nicknames  as 
Boom  Boom,  Hatchet  Man,  and  the 
Broad  Street  Bullies,  no  doubt  will 
cringe  at  a  team  that  plays  in  a  place 
called  The  Pond.  Or  that  is  named  after 
a  kids'  movie,  The  Mighty  Ducks.  But 
come  Oct.  8,  fans  in  Anaheim,  Calif.,  will 
be  cheering  the  National  Hockey 
League's  newest  team,  turned  out  in 
uniforms  designed  by  the  same  costum- 
ers  who  dress  Minnie  and  Mickey.  What 
about  high-sticking  and  savage  cross- 
checks? To  see  such  moves,  fans  will 
have  to  look  beyond  the  ice-skating 
cheerleaders  and  the  organist  who  flies 
on  overhead  wires  like  Peter  Pan. 

Only  Hollywood — or  more  precisely, 
Disneyland — would  try  to  make  a  blood- 
lusting  game  like  hockey  look  cuddly. 
But  Walt  Disney  Co.,  which  this  year 
won  the  rights  to  enter  the 


NHL  with  its  Mighty  Ducks  franchise, 
intends  to  turn  hockey  into  family  enter- 
tainment. An  animated  scoreboard  will 
light  up  with  flying  ducks.  Performers 
will  cavort  between  periods.  "It  was  a 
test  to  see  if  we're  really  as  good  at 
marketing  as  we  think  we  are,"  says 
Disney  Chairman  Michael  D.  Eisner.  "I 
mean,  did  we  make  Mickey  Mouse  so 
popular  or  did  he  make  us?" 

Hard  to  tell.  But  even  before  it  takes 
the  ice  for  its  first  official  game,  Dis- 
ney's team  is  solidly  profitable,  Eisner 


NO  MICKEY  MOUSE 
MARKETING  HERE 


How  Disney  plans  to  promote 
its  National  Hockey  League 
team,  the  Mighty  Ducks 


I  Giveaways  at  Disneyland,  including  grand 
prize  luxury  box  for  Mighty  Duck  games 

80  Mighty  Ducks  home  video  to  go  on 
sale  for  season  opening;  sequel  will  hit 
theaters  later 

Wt0  A  Making  of  the  Ducks  special  on 
Disney's  KCAL  television  station 

^0  Team  appearance  in  Disneyland 

Mighty  Ducks  merchandise  at  200- 
plus  Disney  Stores  nationwide 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


says.  Riding  the  region's  pro 
hockey  enthusiasm  following  the 
Stanley    Cup   appearance  this 
spring  of  the  Los  Angeles  Kings, 
the  Mighty  Ducks  have  sold  an  impres- 
sive 12,500  season  tickets  at  up  to  $6,800 
apiece.  The  team's  first  five  games  are 
already  sold  out  at  the  17,174-seat  Pond, 
while  corporate  sponsors  have  paid 
$99,000  a  pop  to  reserve  52  of  the  84 
specially  outfitted  skyboxes. 

Where  Disney  is  no  doubt  winning  so 
far  is  in  the  synergism  contest.  To  sell 
season  tickets,  the  team  culled  lists  of 
those  buying  group  tickets  to  nearby 
Disneyland.  Disney's  KCAL-TV  sta- 
tion in  Los  Angeles  will  air  many  of 
the  games,  and  it  is  promot- 
ing the  team  with 
a  special. 
The  week 


before  the  first  game,  the  team  pane 
through  Disneyland.  Meanwhile,  Mi;t 
Duck  merchandise  is  selling  briskl ; 
Disney's  200  stores.  The  studio  is  & 
re-releasing  the  video  of  its  1992  nl 
The  Mighty  Ducks.  And  a  sequel,  I 
at  the  Pond,  arrives  next  year. 

"Every  owner  in  the  league  kr| 
their  future  looks  better  with  DiJ 
generating  that  kind  of  interest  inj 
game,"  says  L.  A.  Kings  owner  B* 
McNall,  chairman  of  the  league's  b| 
of  governors.  Indeed,  pro  hockey,  in! 
on  sprucing  up  its  image,  has  coul 
companies  like  Disney  and  Florida  1 
ther  owner  Blockbuster  Entertainni 
Corp.  for  their  marketing  sawy.  ]'| 
year,  the  league  got  a  boost  withj 
San  Jose  Sharks,  which  used  sophist, 
ed  marketing  surveys  for  the  first  lj| 
to  sell  an  estimated  $100  million-plui 
team  merchandise  and  11,000  sea 
tickets.  Pushing  into  Florida,  Califon 
and  other  populous  Southern  r: 
kets  has  improved  television  p; 
pects,  with  abc-TV  and  ESPnI 
panding  coverage.  That  has  alrel 
boosted  the  average  value  of  i 
of  the  26  pro  hockey  teams! 
$75  million,  from  $35  million  to: 
million,  says  Michael  S.  Meji 
who  appraises  sports  franchises: 
investors. 

beat  our  guest.  But  the  hocj 
mavens  had  to  bend  their  ruleit 
get  Disney  on  board.  To  sell  D| 
merchandise  at  its  Disney  std 
nationwide  and  at  Disney  WorH 
Orlando,  Disney  won  a  waives 
NHL  rules  against  selling  prodif 
outside  a  75-mile  radius.  Disney: 
pay  the  L.  A.  Kings  $25  millioi: 
its  $50  million  franchise  fee  to 
vade  the  Kings'  territory,  i 
Eisner  is  also  ruffling  feathers* 
proposing  changes  to  make  i 
game  more  exciting,  such  at; 
shoot-off  to  settle  ties,  replacing  the* 
isting  five-minute  overtime  rule.  "Evi 
one  in  the  league  knows  Michael 
brilliant  ideas,"  says  McNall,  ' 
there's  a  lot  of  tradition  in  hockey  II 
making  changes  isn't  easy." 

These  days,  the  only  battle  Disn<f(' 
team  is  girding  for  is  for  the  heartal 
Anaheim.  The  team,  mostly  youni 
players  and  castoffs,  will  probably 
mediocre,  although  it  finished  its  exit 
tion  season   with  a  respectable  2(| 
record.  But  even  if  the  team  lacks  | 
zazz,  the  show  won't  For  opening  nifl 
in  Anaheim,  Disney  has  planned  a  m 
cal  extravaganza  to  the  tune  of  Be 
Guest,  from  its  film  Beauty  and 
Beast.  Somewhere,  a  hockey  god 
be  wincing. 

By  Ronald  Grocer  in  Los  Angeles,  1 
Alice  Cuneo  in  San  Francisco 
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A  car's  past  speaks  volumes  about  its 
future.  The  more  impressive  the  credentials,  the 
better  the  likelihood  it  will  perform  its  appointed 
tasks. 

Consider,  then,  the  cre- 
dentials of  the  Toyota  Camry. 

To  borrow  from  the 
language  of  resumes,  it 
comes  highly  recommended. 
Automobile  Magazine*  has  called  the  XLE  V6  "the 
best  car  built  in  America."** 

Built  in  America,  by  Americans.  In 


Built  In  America** 


for  far  more  expensive  cars. 

Of  course  safety  on  the  job  is  para- 
mount. Which  is  why  a 
passenger-side  air  bag" 
has  been  added  for 
1994.  So  now  both 
driver  and  passenger  can 
feel  that  additional  measure  of 
security.  Naturally,  safety  creden- 
tials like  side-door  impact  beams  are  built  into 
every  Camry,  and  available  Anti-lock  Brakes  pro- 
vide enhanced  control  under  even  the  most 


Dual  Air  Bagsn 


If  \ou  Could  Interview^bur  Car, 
vVhat  "VCould  Its  Resume  Look  Like? 


Georgetown,  Kentucky  to  be  more  precise. 

Others  have  offered  similar  kind  words. 
J.D.  Power  and  Associates  ranked  the  Camry  the 
best  model  in  initial  quality  in  its  price  class!  In 
fact,  Camry  has  ranked  among  the  Top  Ten  models 
in  initial  quality  for  the  last  four  years. 

As  for  on-the-job  performance, 
Camry  is  known  for  working  well  with 
others.  It  not  only  has  room  for  five 
adults,  its  interior  amenities  offer  a  level 
of  comfort  and  luxury  normally  reserved 


challenging  conditions. 

A  more  powerful  V6  engine  is  available, 
with  188  horsepower,  allowing  you  to  work  effort- 
lessly through  the  demands  of  highway  driving. 
Or,  should  you  choose,  simply  put  it  all  behind  you. 

May  we  suggest  you  pencil  in 
a  test  drive  soon?  Call  1-800-GO- 
TOYOTA  for  a  brochure  and  loca- 
tion of  your  nearest  dealer. 

You'll  find  Camry  even 
more  impressive,  one  on  one. 


Rave  Reviews 


®  TOYOTA  Camry 

"7  love  what  you  do  for  me" 


Best  In  Its  Price  Class* 


lckle  Up1  Do  it  [or  ihose  who  love  you.  ©1993  Toyota  Motor  Sales.  U  S  A  .  lnc  /Automobile  Magazine,  September  1992  "Most  Camrys  are  built  in  the  U.S.  tPricc  class  claim  based  on 
001  to  $22,000  average  median  transaction  price.  ]  D  Power  and  Associates  1993  Initial  Quality  Study  s"  Based  on  33.691  consumer  responses  indicating  owner-reported  problems 
during  the  hrst  90  days  ol  ownership  ttAlways  use  your  seatbelt  Driver-  and  passenger-side  air  bags  are  a  Supplemental  Restraint  System  (SRS)  Shown  with  optional  equipment 
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BURY  HIS  MOUTH 
AT  WOUHDED  KHEE 


►  Unabashed  motor  mouth 
Donald  Trump  lived  up  to  his 
reputation  on  Oct.  5  when  he 
told  a  congressional  hearing 
that  organized  crime  is  ram- 
pant on  Indian  reservations. 
Trump  went  on  to  predict  that 
if  the  trend  toward  gaming  on 
Native  American  land  contin- 
ues, "this  will  be  the  biggest 
crime  problem  in  this  coun- 
try's history."  The  trouble  is, 
said  Trump,  sharpies  may  be 
bamboozling  Washington  into 
letting  non-Indians  slip  into 


CLOSING  BELL 


'88  '89  90  '91  '92 
A  BILLIONS  OF  DOLLARS 

DATA:  SECURITIES  DATA  CO 


CALL  THE  DOCTOR: 
M&A  FEVER  IS  BACK 

With  the  sudden  resurgence  of 
merger  mania,  1993  is  shaping 
up  as  the  biggest  year  for 
mergers  and  acquisitions  since 
the  rock  'em,  sock  'em  1980s. 
In  the  third  quarter,  the  value 
of  the  1,631  deals  announced 
was  $87.4  billion — the  most 
put  on  the  table  since  1989. 

What's  behind  the  trend? 
Big  changes  in  the  entertain- 
ment, drug,  and  telecommuni- 
cations industries  precipitated 
huge  deals,  including  the  QVC 
and  Viacom  offers  for  Para- 
mount, AT&T's  $17.6  billion 
purchase  of  McCaw  Cellular, 
and  Merck's  $6  billion  acquisi- 
tion of  Medco.  The  soaring 
stock  market  also  helps:  68% 
of  the  quarter's  activity  took 
the  form  of  stock  swaps. 


running  gambling  operations 
on  tribal  reservations.  "[Ap- 
plicants] don't  all  look  like  In- 
dians," he  noted. 

Concern  for  crime-fighting 
aside— and  several  lawmakers 
at  the  hearing  called  his  jere- 
miads bunk — Trump's  three 
Atlantic  City  casinos  are  feel- 
ing the  heat  from  the  casino 
owned  by  the  Mashantucket 
Pequot  tribe  in  Ledyard, 
Conn.  Worse,  New  Jersey's 
Ramapo  Mountain  tribe  wants 
to  offer  gambling  even  closer 
to  Atlantic  City. 


THE  CHIPS  ARE  DOWH 
AGAIH  AT  AMD 


►  Is  Advanced  Micro  Devices' 
two-year  recovery  stalling? 
On  Oct.  5,  the  Sunnyvale 
(Calif.)  chipmaker  reported 
profits  about  127'  below  ana- 
lysts' expectations — after 
having  predicted  better-than- 
expected  results  in  August. 
AMD's  problems:  price-cutting 
and  a  cooling  off  in  sales  of 
some  hot-selling  chips.  It  also 
warned  that  profits  on  its 
clones  of  Intel's  popular  486 
chips  may  be  squeezed  next 
year.  AMD's  stock  fell  4%,  to 
22,  on  the  bad  news. 


HO  HOHEYMOOH  FOR 
SOCIETY  AHD  KEYCORP 


►  The  biggest  bank  merger  of 
1993  is  off  to  a  fitful  start.  On 
Oct.  4,  Cleveland's  Society 
agreed  to  merge  with  Key- 
Corp in  Albany,  N.  Y.,  creat- 
ing the  nation's  lOth-largest 
bank,  with  $58  billion  in  as- 
sets. The  new  bank — to  be 
called  KeyCorp — will  have 
1,400  branches  in  18  states. 
Management  predicts  8%  to 
107'  revenue  growth  by  1995, 
but  Wall  Street  isn't  so  sure. 
Says  Donaldson,  Lufkin  & 
Jenrette  analyst  Thomas 
Brown:  "I  see  it  as  a  high- 
risk,  low-return  merger." 


HAZARDOUS-WASTE 
HAHDLERS  FEEL  SICK 


HEADLINER 


►  Hazardous  waste  may  be 
proving  toxic  to  companies 


YOU'VE  COME  A  LOHG  WAY,  MR.  TROTMAN 


Talk  about  a  rough  road  to 
the  top.  Back  in  1969,  Alexan- 
der J.  Trotman  was  an  ambi- 
tious young  product  planner 
for  Ford  in  Europe  anxious  to 
move  closer  to  headquarters. 
Indeed,  when  the  Scot- 
tish-born manager's 
bid  for  a  stateside 
transfer  was  de- 
nied, he  threat- 
ened to  quit. 
Ford  finally  of- 
fered him  a 
U.  S.  job— but 
without  moving 
assistance  and  only 
if  he  accepted  a  demo- 
tion. Trotman  bought  his  own 
ticket  and  went. 

Good  thing.  On  Nov.  1, 
Trotman,  60,  becomes  Ford's 
chairman  and  CEO,  replacing 
retiring  Harold  A.  "Red"  Pol- 
ing. Now  a  U.  S.  citizen,  Trot- 
man has  been  working  as 
chief  of  Ford's  Auto  Group. 

What's  he  like?  Trotman  is 


often  dubbed  a  "car  guy  a 
characterization  he  dispus 
"I'm  as  much  a  bean  coufr 
as  Red  Poling  is,"  Trotili 
says.  He'll  need  both  sin 
Ford's  market  share  has  m 
on  the  rise,  but  pros 
are  a  problem,  m 
the    first  h 
Ford  earned  jt 
$1.3  billion 
sales  of  $ 
billion.  T 
man  says 
suits  will 
prove  soon, 
soon?  He  figii? 
the  auto  maker  is  se 
benefit  from  the  launch  oj 
Winstar  minivan  in  the  I 
in  January  and  from  the  st  t- 
up  of  production  of  its  Exf 
er  off-road  vehicle  at  a  sec| 
plant  in  1995.  Just  the  pre 
timetable  one  would  expeof 
a  man  who  restores  antijie 
clocks  as  a  hobby. 

By  James  B.  Treece  in  Deiii 


that  handle  it.  On  Sept.  30, 
wmx  Technologies  announced 
it  would  take  a  $550  million 
write-down  in  the  third  quar- 
ter and  cut  1,200  jobs  because 
of  the  flagging  fortunes  of 
its  hazardous-waste-disposal 
unit.  Then  on  Oct.  4,  Safety- 
Kleen,  Elgin,  111.,  announced 
an  unspecified  write-down  and 
job  cuts  for  the  fourth  quar- 
ter. Why?  Chemical  and  other 
companies  have  cut  their  toxic 
output  far  faster  than  expect- 
ed, and  disposal  prices  col- 


nAIKEft  I 
SLOW  BURN:  GROWTH  IS  OFF 


lapsed.  Analysts  say  grojiil 
in  the  hazardous-waste 
will  be  less  than  10%  a  jjll 
vs.  207  in  the  1980s 


USAir  BEGINS 

TO  CHAHGE  COURSE 


►  LiSAir's  Sept.  30  annouie- 
ment  that  it  would  cut  2$ 
people  from  its  work  forcdif 
46,000  may  be  just  the  sft 
of  changes  at  the  carrier, 
airline  is  about  to  finish 
sweeping  internal  study  tit 
could  lead  to  more  restrucr- 
ing  by  yearend.  Meanwhile-  v 
negotiations    between  |e 
U.  S.  and  British  governing 
over  a  new  air  treaty,  Lon  i 
wants  the  U.  S.  to  give  Bri  I 
Airways  the  0.  K.  to  exp  d 
its  $400  million  stake  in  I 
by  an  additional  $450  mill 
ba  may  even  seek  contro  a 
the  airline.  In  return,  8 
Brits  might  accede  to  W; 
ington's  demand  that  1 
carriers  be  permitted  to  } 
anywhere   in   Britain.  Tj| 
start  on  Oct.  13. 
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When  it  comes  to  European  cities, 

we  outf  ly  the  competition  on  a  daily  basis 


Look  at  any  European  skyline.  On  any  given  day. 
Chances  are  you'll  spot  a  Lufthansa  plane.  That's 
because  Lufthansa  flies  to  over  100  European 
cities.  More  than  any  other  single  airline.  Three 
times  more  than  American,  Delta  and  United 
combined.  And  when  it  comes  to  Eastern 
Europe,  no  one  can  fly  you  to  more  cities  than 
Lufthansa.  But  that's  just  half  the  story.  There's 
our  unsurpassed  service  in  the  air  and  on 
the  ground.  Our  vast  global  experience  and 
knowing  our  European  neighbors  the  way  no 
newcomer  can.  You  might  just  say  when  it  comes 
to  European  service,  we  outfly  the  competition  on 
a  daily  basis. 


A  passion  for  perfection.® 


Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 
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FOR  TELECOM, 
FOR  TAXPAYERS 


E 


ver  since  the  early  days  of  America,  the  nation  has 
been  giving  away  valuable  assets  to  private  interests. 
From  the  land  rushes  of  the  19th  century  to  the  granting 
of  free  broadcast  licenses,  government  has  rarely  tried  to 
get  a  fair  price  for  the  public  patrimony. 

But  the  insatiable  demand  for  revenue  and  growing  insis- 
tence that  government  behave  in  a  more  businesslike  fashion 
is  bringing  the  giveaways  to  an  end.  Already,  a  bold  experi- 
ment by  the  Federal  Communications  Commission  to  sell  a 
chunk  of  the  broadcast  spectrum  is  setting  off  a  mad  scramble 
among  companies  looking  to  ride  the  hottest 
wave  in  communications.  Next  May,  the  FCC 
will  open  the  bidding  for  licenses  to  pro- 
vide Personal  Communication  Services  (PCS), 
a  form  of  wireless  phone  services  that  prom- 
ises to  be  cheaper  than  cellular. 
HORN  OF  PLENTY.  The  stakes  are  huge.  Tele- 
communications experts  expect  the  PCS  mar- 
ket to  be  worth  at  least  $100  billion  in  about 
a  decade.  The  feds  hope  to  reap  $10  billion 
just  from  selling  rights. 

That's  why  companies  are  going  to  ex- 
traordinary efforts  to  plan  for  the  auction. 
Even  though  the  FCC  won't  decide  on  the  de- 
tails of  the  sale  until  February,  MCI  Commu- 
nications Corp.  has  assembled  a  deep-pocket- 
ed consortium  that  CEO  Bert  C.  Roberts  Jr. 
hopes  will  allow  the  company  to  put  togeth 


MCl'S  ROBERTS:  MOCK  AUCTIONS 


er  a  national  PCS  network.  To  get  ready,  the  No.  2  long-dis- 
tance company  is  running  mock  auctions  at  its  Washington 
headquarters.  A  major  goal  of  the  drills:  not  to  let  emotion 
draw  MCI  into  a  ruinous  bidding  war.  "It's  been  a  learning  ex- 
perience," says  MCI  Vice-President  Steven  A.  Zecola. 

But  the  heat  of  the  auction  may  make  restraint  difficult. 
The  Baby  Bells,  all  of  which  own  cellular  properties,  will 
surely  be  aggressive  bidders.  AT&T  hopes  to  buy  enough  PCS 
licenses  to  fill  in  regional  gaps  in  its  newly  acquired  McCaw 
Communications'  cellular  service.  And  startups,  such  as  Wash- 


ington Post  Co.-backed  American  Personal  Communicatj 
Inc.,  are  trying  to  figure  out  how  to  get  a  piece  of  the  act] 
The  structure  of  the  auction  also  works  against  a  ratid 
approach.  The  biggest  players  are  most  interested  in  the  p, 
licenses  that  will  be  awarded  in  each  of  47  major  markets  m 
blanket  the  U.  S.  But  to  ensure  that  smaller  bidders  I 
have  a  crack  at  licenses,  the  FCC  is  also  offering  five  licew 
in  each  of  487  smaller  markets,  which  range  from  individl 
cities  to  big  chunks  of  sparsely  populated  territory. 

Together  with  the  two  existing  cellular  franchises,  W 
scheme  creates  the  possibility  of  nine  ci 
peting  wireless  phone  services  in  every  n 
ket.  That's  likely  to  provide  excess  capal 
even  if  PCS  has  the  same  explosive  groj 
as  cellular  technology.  The  likely  outJ 
will  be  a  vigorous  secondary  market  i* 
censes,  with  the  MCIs  and  AT&Ts  buying! 
rights  of  the  smaller  successful  bidder* 
similar  phenomenon  followed  the  issua 
of  cellular  licenses  a  decade  ago.  But  tfl 
the  government  gave  away  the  rights  m 
lottery,  and  all  the  profits  went  to  the  i» 
winners.  This  time,  Uncle  Sam  is  malt 
sure  he  gets  his  share  up  front. 
NO  CRUMBS.  Right  now,  the  FCC  is  attejl 
ing  to  maximize  its  take.  It's  talking  tih 
vestment  banks— including  Morgan  Staip: 
&  Co.  and  Goldman,  Sachs  &  Co.— and  at 


consulting  with  academic  gaming  experts  to  come  up  witi 
optimal  process. 

But  in  an  important  sense,  the  government  is  already 
guaranteed  winner.  For  the  first  time,  the  Treasury  will 
compensated  for  use  of  the  broadcast  spectrum,  one  of  thee 
tion's  most  valuable  resources.  The  public  will  get  a  new  | 
cheaper  form  of  wireless  communications.  And  if  the  sales  I 
duce  anything  close  to  the  hoped-for  return,  look  for  ml 
more  auctions  to  come. 

By  Mark  Lei 


CAPITAL  WRAPUP I 


THE  HOUSE 


While  House  Minority  Whip  Newt 
Gingrich  (Ga.)  plots  a  campaign 
for  the  job  being  vacated  by  retiring 
Minority  Leader  Robert  H.  Michel  (III), 
a  scramble  for  Gingrich's  post  is  under 
way.  The  early  front-runners  are  two 
very  conservative  and  very  partisan 
representatives:  Robert  S.  Walker  of 
Pennsylvania,  Gingrich's  sidekick  and 
an  ace  vote-counter,  and  Tom  DeLay  of 
Texas,  a  skilled  legislative  strategist. 
The  cop's  moderate  wing  is  likely  to 
come  up  with  a  contender  of  its  own. 
Possible  candidates  include  Jerry  Lew- 
is of  California,  who  lost  the  No.  3  lead- 
ership job  in  a  right-wing  coup  last 


year,  and  J.  Dennis  Hastert  of  Illinois. 
Regardless  of  the  outcome,  the  already 
ultraconservative  House  Republican 
leadership  seems  certain  to  move  fur- 
ther to  the  right. 

TRADE  

Whales  don't  seem  to  have  much 
to  do  with  the  North  American 
Free  Trade  Agreement.  But  they  may 
be  the  latest  political  problem  for  the 
troubled  pact.  Some  environmental 
groups  backed  NAFTA  after  being  as- 
sured that  its  environmental  protec- 
tions would  be  vigorously  enforced. 
Now,  they  are  upset  by  the  Adminis- 
tration's refusal  to  slap  sanctions  on 
Norway  for  allowing  a  limited  hunt  of 


minke  whales  in  defiance  of  an  inter 
tional  agreement.  After  Norweg 
Prime  Minister  Gro  Harlem  Brundtl; 
visited  Washington,  President  Clin' 
said  he  wouldn't  punish  its  Europ 
ally  until  the  U.  S.  has  "exhausted 
good-faith  efforts"  to  resolve  the  d| 
pute  through  negotiations.  But  en 
ronmentalists  worry  that  an  Admirt 
tration  that  won't  use  sanctions  to  bay 
a  global  ban  on  whaling  may  be  eqdl 
ly  reluctant  to  deploy  the  enforcemt  f 
powers  under  the  proposed  trade  pa 
"This  calls  into  question  the  willii 
ness  to  use  sanctions  to  safeguai 
NAFTA,"  says  Michael  Sutton,  actC 
vice-president  of  the  World  WildlB, 
Fund. 
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WASHINGTON  Olf 
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GREAT  BUCS 


K)  11  LESS 

buck: 


Consider  the  value 

of  a  Buc. 
The  Florsheim  Buc. 

Florsheim  quality 

pairs  up  with 
premium  leather 
styling,  for  a  look 
that's  right  with  all  of 

today's  looks.  So 
whether  it's  business 
or  the  beach,  this 
shoe  always  fits  in. 
Especially  since  we 
have  so  many  styles  to 
choose  from,  all  for 
about  $65  a  pair. 

For  the  Florsheim 
dealer  nearest  you, 
call  1-800-446-3500. 


L 


nternational  Business 


GERMANY  I 


TIME  TO  LEAVE 
THE  COCOON? 


Germany's  biggest  union  enters  an  era  of  smaller  expectations 


WHAT'S  AHEAD  FOR 


►  Wage  freezes  or  increases  at 
a  rate  below  inflation 

►  Fewer  vacation  days,  now  30- 
plus  per  year,  and  smaller  vaca- 
tion bonuses,  now  50%  of 
monthly  salaries 

►  A  longer  workweek  than  the 
35  hours  currently  scheduled  to 
begin  in  1994 

►  Loss  of  such  perquisites 
as  subsidized  cafeterias  and 
transportation 

DATA:  BUSINESS  WEEK 


A declaration  of  war.  That's  how 
officials  of  I.  G.  Metall,  Germa- 
ny's largest  union,  described  the 
announcement  by  Gesamtmetall,  the 
country's  biggest  employers'  federation, 
on  Sept.  28.  What  Germany's  bosses  did 
to  arouse  such  ire  was  to  cancel  union 
wage  and  vacation  contracts — for  the 
first  time  ever. 


The  cancellation  sets  the  stage  for 
a  struggle  to  wring  give-backs  from 
unions  used  to  some  of  the  best  work- 
ing conditions  on  earth  (table).  While  it's 
a  tough  move,  Germany's  managers 
don't  call  it  an  act  of  war.  "It's  an 
alarm — an  S.  0.  S.  [signaling]  that  indus- 
try can't  survive  with  the  existing  wage 
and   benefit   burden,"   says  Dieter 


Kirchner,  Gesamtmetall's  presidio 
Hostile  act  or  cry  for  help,  the  h 
samtmetall's  action  has  angry  wort 
preparing  for  combat.  Although  negd 
tions  on  a  new  metalworkers'  wage  |c 
tract  for  1994  don't  begin  until  No' 
ber,  a  flurry  of  brief  warning  str 
broke  out  to  protest  the  contract  car  £ 
lations.  In  more  prosperous  times, 
ployers  might  have  taken  the  hint.  r 
time,  however,  Germany  Inc.  swearfit 
isn't  going  to  budge.  "The  price  for 
sensus  is  too  high,"  warns  Hans-( 
Henkel,  the  German  boss  of  IBM  Eun  B 
foreign  threat.  Employers  are  beti 
that  Germany's  labor  leaders  eventu 
must  make  concessions  or  risk  se< 
major  cracks  develop  in  the  German  :, 
bor  model.  For  starters,  job  losses 
mounting  dramatically.  In  sectors 
ered  by  the  I.  G.  Metall  contracts,  inc 
ing  autos  and  machine  tools,  Germ 
lost  at  least  116,000  jobs  from 
through  July.  And  the  recession  isn't  ei 
only   reason  for 
losses.  There's  sofs 
thing  even  scarier: 
many  as  60%  of  ( 
man  industrial 
are  threatened 
competition  fife 
Eastern  Europe,  A 
and  the  U.  S.,  con 
tants  say.  Thanksist 
generous  wage  agfi 
ments  and  sharp 
preciation  of 
mark,  labor  costs 
Germany  run 
higher  than  in 
U.S.  and  33%  hig 
than  in  Japan. 

In  opening  up 
tracts  for  renegcfor 
tion,  employers  h 
specific  goals:  lopp 
off  holiday  time, 
ting  workers'  mar 
tory  vacation-boi 
pay,  and  holding  wage  increases  be 
the  rate  of  inflation.  But  that's  only 
beginning.  Companies  want  to  break 
unions'  rigid,  top-down  control  over 
dustrywide  contracts,  so  instead  of 
ting  pay  down  to  the  last  pfennig,  fis 
union  leadership  would  simply  negot; 
a  broad  framework  for  wage  increaso 
Such  latitude  would  give  managem 
a  chance  to  set  wages  at  the  local  k 
with  workers'  councils.  These  employ 
are  often  more  sympathetic  than  ur 
headquarters  to  their  employers'  fir 
cial  pain.  "I'm  convinced  it's  necessc:: 
to  cut  costs  and  relieve  pressure  on  o 
panies,"  says  Heinz  Mayer,  work: 
council  chairman  at  money-losing 
mens  Nixdorf  Information  Systems.  ( 
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vorkers  must  accept  a  decline  in 
icome,  he  says.  Already,  workers' 
Is  have  allowed  weekend  work  at 
iber  of  plants,  including  IBM  and 
!tt-Packard  Co.  And  as  many  as 
if  east  German  companies  have 
1  in-house  agreements  that  ignore 
contracts. 

its  part,  I.  G.  Metall  continues  to 
employers'  efforts  to  win  greater 
lutonomy  on  wages.  "It  would  de- 
the  whole  role  of  wage  agreements 
iety,"  says  Klaus  Lang,  a  senior 
letall  officer.  Unions  fear  a  down- 
spiral  of  wages  and  benefits  akin 
at  which  has  hit  the  U.  S.  and 
Britain. 

.  Metall  bosses  also  argue  that  in- 
r  is  to  blame  for  some  of  the  de- 
)f  German  competitiveness.  Many 
an  companies  let  innovation  lag 
ailed  to  adopt  lean  production 
ds.  So,  I.  G.  Metall  wants  to  coop- 
to  boost  productivity  and  innova- 
Cutting  wages  isn't  the  solution," 
^ang.  "The  Czechs  will  always  be 
er  than  us."  Indeed,  existing  con- 
have  already  given  companies  new 
is,  including  that  of  having  up  to 
if  the  work  force  put  in  40-hour 
.,  up  from  the  negotiated  level  of 
irs. 

i  TO  blame?  But  so  far,  union  lead- 
e  reluctant  to  let  more  companies 
iate  for  different  pay  scales.  To 

a  bitter  two-week  strike  in  April 
it  Germany,  union  leaders  at  first 
i  to  an  escape  clause  for  troubled 
inies  there  that  couldn't  afford  to 

wages  21.7%  under  an  existing 
ment.  But  since  then,  the  union 
sfused  to  allow  two-thirds  of  the 
German  companies  applying  for  the 
tional  provision  to  use  it. 
anwhile,  some  companies  are  sim- 
pting  out.  IBM's  German  subsidi- 
3r  example,  divided  itself  into  five 
mies  in  June,  leaving  only  one  in- 
jesamtmetall,  which  is  bound  by 

agreements  with  I.  G.  Metall.  "I 
like  my  company  dying  for  an  ob- 

collective  agreement,"  says  IBM's 
el.  The  move  freed  18,600  IBM 
;rs  from  union  control.  Only  the 
ction  unit,  with  6,000  workers,  is 
ed  by  I.  G.  Metall  wage  agree- 
!,  while  employees  in  the  other  di- 
s  will  soon  work  40-hour  weeks. 

more  companies  follow  IBM  and 
)  make  end  runs  around  the  sys- 
'..  G.  Metall  chief  Klaus  Zwickel  and 

labor  leaders  will  have  to  ham- 
mt  a  new  consensus  by  the  mid- 

or  risk  seeing  their  power  ebb  at 
celerating  pace.  No  matter  who  is 
ime,  the  German  model  that  cod- 
vorkers  for  churning  out  high  qual- 

a  high  price  is  broken.  A  painful 
)f  repair  lies  ahead. 

By  Gail  E.  Schares  in  Bonn 


HONG KONG I 


WALL  STREET  MONEY  IS 
ON  A  FAST  BOAT  TO  CHINA 


The  Hong  Kong  market  is  the  gateway  for  a  rush  of  funds 


F 


MORGAN  STANLEY'S  BIGGS 
"MAXIMUM  BULLISH" 


or  more  than  an  hour,  a  group  of 
Wall  Street  money  managers  was 
rolling  along  bumpy  dirt  roads  in 
two  buses  through  the  countryside  of 
central  China.  The  delegation  was  head- 
ing to  the  city  of  Wuhan's  half-finished 
airport,  one  of  many  much-needed  in- 
frastructure projects  in  the  area.  Then, 
one  bus  got  stuck  in  the  mud.  "Anyone 
who  manages  more  than 
$1  billion  has  to  get  out 
and  push,"  quipped  John 
S.  Wadsworth  Jr.,  Mor- 
gan Stanley  &  Co.'s 
managing  director  for 
Asia.  That  included 
practically  all  of  the  19 
delegation  members, 
who  among  them  man- 
age nearly  $500  billion 
in  assets.  Fortunately 
for  them,  the  bus  soon 
got  moving  again. 

On  the  September 
tour  through  three  of 
China's  largest  cities, 
the  money  managers  saw  many  rough 
edges.  That  didn't  dampen  their  enthu- 
siasm. For  example,  Barton  M.  Biggs, 
Morgan's  director  of  global  research  and 
strategy  and  the  delegation's  leader,  de- 
clared on  Sept.  30  that  he  was  "maxi- 
mum bullish"  on  China.  Since  then,  U.  S. 
and  European  money  has  cascaded  into 
the  Hong  Kong  stock  market— the  best 
place  to  take  advantage  of  "China  plays." 
As  a  result,  Hong  Kong's  Hang  Seng 
Index  jumped  6.6%  in  four  days,  to  8041, 
smashing  previous  records  (chart). 
where  else?  Prices  soared  despite  a 
spate  of  news  that  normally  would  send 
them  reeling.  With  talks  between  Lon- 
don and  Beijing  showing  little  progress, 
China  has  been  making  threats  over 
Hong  Kong's  political  future.  But  Wall 
Street's  bulls  now  may  have  more  sway 
over  Hong  Kong  stocks  than  Beijing's 
blustering.  Western  in- 
stitutional investors 
have  concluded  there 
are  few  other  places  in 
the  world  offering  the 
returns  of  China  and 
Hong  Kong.  Managers 
of  some  major  broker- 
ages say  several  insti- 
tutions have  invested 
up  to  $250  million  each 
in  the  past  two  weeks 
alone.  "The  U.  S.  is  the 
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HONG  KONG  STOCKS 
ARE  ON  A  ROLL 
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largest  single  source  of  new  investment 
in  Hong  Kong,"  says  Baring  Securities 
(hk)  Ltd.  analyst  Adrian  Faure. 

Greater  awareness  is  a  big  factor.  In 
early  September,  more  than  100  U.  S. 
pension  fund  managers  attended  semi- 
nars in  Beijing  and  BUSINESS  week's 
Asian  Symposium  of  Chief  Executives 
in  Shanghai.  Many  brokers  have  been 
pushing  Hong  Kong. 
But  Morgan  Stanley 
triggered  the  latest 
binge  by  sharply  boost- 
ing the  Hong  Kong-Chi- 
na weighting  in  its 
Emerging  Markets  Mod- 
el Portfolio  from  11%  to 
16%  and  in  its  non-Ja- 
pan Asia  portfolio  from 
32%  to  40%.  That  came 
after  Morgan  executives 
and  clients  returned 
from  their  eight-day 
China  swing. 

For  now,  institution- 
al players  in  the  Shang- 
hai market  may  only  legally  buy  a  few 
special  "B"  shares  for  foreigners.  So  in- 
vestors looking  for  lucrative  China  plays 
are  snapping  up  Hong  Kong  blue  chips 
heavily  involved  on  the  mainland,  such 
as  developers  Wharf  (Holdings)  Ltd.  and 
Hutchison  Whampoa  Ltd.  But  getting  a 
piece  of  the  action  in  China  itself  is  now 
on  their  agendas.  "We'd  much  prefer  to 
put  our  money  directly  into  China,"  says 
David  F.  Marvin,  whose  Wilmington 
(Del.)-based  Marvin  &  Palmer  Associates 
Inc.  invests  more  than  75%  of  the  $2 
billion  it  manages  overseas.  "It  is  the 
mother  lode  of  emerging  markets." 

Politics  and  moves  to  slow  China's 
overheated  economy  may  still  play 
short-term  havoc  with  the  Hang  Seng.  A 
market  correction  could  be  in  order  if 
Hong  Kong  Governor  Christopher  Pat- 
ten's Oct.  6  policy  address  riles  Beijing. 

Indeed,  Baring  Securi- 
ties already  regards 
Hong  Kong  banks  as 
overvalued.  And  the 
Chinese  economy  is  still 
growing  at  a  14%  rate 
despite  efforts  to  tame 
it.  But  even  a  cooled- 
down  Chinese  economy 
will  have  sizzle  for 
Western  investors. 

By  Pete  Engardio  in 
Wuhan 
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A  visionary  masterstroke. 
That's  Open  Client/Server  from  Digital. 
Evolutionary  technology  that  can  actually 
revolutionize  your  business.  By  enabling  your 
people  to  access  and  share  information  like  never 
before.  To  dramatically  improve  customer  service. 
Reduce  time-to-market.  Enhance  profitability. 


Around  the  office  or  around  the  world. 


Imagine.. .linking  all  your  hardware  and  software 
with  Digital  middleware  to  make  better 
decision  makers  out  of  everyone,  everywhere. 
And  with  Digital's  Open  Client/Server  powered 
by  Alpha  AXP7  the  fastest  microprocessor  on 
the  planet,  the  future  can  be  yours  today. 
If s  simply  par  for  the  course  from  the  pros  at  Digital. 
So  to  forever  change  the  way  you  see  your  goals, 
and  the  way  your  competition  sees  you, 
call  1-800-DIGITAL.  Today. 


Alpha  AXP 


j  The  new 
DECpc'AXP  150 

Just  one 
member  of  the 
broad  range  of 
Open  ^Client/Server 
systems  powered 
by  Alpha  AXP. 
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BRAZIL  STARTS  TO  LOOSEN 
THE  LEASH  ON  ITS  ECONOMY 


B 


razil's  economy  is  like  a  jaguar  in  a  zoo,  says  San  Die- 
go investor  Kent  Wilson,  who  holds  shares  in  dozens  of 
Brazilian  companies:  "There's  all  that  strength,  but  it's 
kept  in  a  cage." 

The  cage  is  Brazil's  1988  constitution,  a  document  that 
blends  nationalism,  protectionism,  and  big  government.  Its  tax 
and  revenue  provisions  virtually  mandate  that  Brazil  run  a 
huge  federal  deficit— $21  billion  in  the  1994 
budget.  That  in  turn  is  feeding  30%-plus 
monthly  inflation.  The  constitution  also  re- 
stricts foreign  investment  in  key  sectors 
such  as  mining,  oil,  and  telecommunications. 

But  at  least  some  of  the  shackles  are  ex- 
pected to  be  loosened  when  Brazil's  constitu- 
tional congress  convenes  this  month.  Fer- 
nando Henrique  Cardoso,  President  Itamar 
Franco's  most  durable  Finance  Minister,  will 
lobby  the  584-member  assembly  to  write  in- 
flation-fighting provisions  into  the  charter. 
Cardoso,  a  veteran  legislator  and  academic 
who  is  respected  abroad,  took  over  as  top 
economic  policymaker-  last  May  after  a  quick 
succession  of  three  other  Finance  Ministers 
under  Franco,  who  succeeded  the  impeached 
President  Fernando  Collor  de  Mello  a  year 
ago.  He  has  reassured  the  business  commu- 
nity by  resisting  pressures  for  a  quick-fix 
wage-price  freeze,  insisting  on  the  need  for 
belt-tightening  fiscal  reforms  instead. 
"NEW  SOCIETY."  The  constitutional  congress- 
made  up  of  the  current  senate  and  chamber  of  deputies— is  "a 
unique  opportunity  to  establish  the  basis  of  a  new  society," 
says  Carlos  Eduardo  Moreira  Ferreira,  president  of  the  Sao 
Paulo  Federation  of  Industry.  It  appears  likely  to  loosen  the 
telecommunications  monopoly  of  state-owned  Telebras,  open  up 
mining  to  foreign  investors,  and  give  outsiders  a  crack  at 
such  slices  of  the  energy  business  as  gas  pipelines. 

Such  prospective  changes  show  how  far  economic  national- 


IN  A  RIO  SLUM:  NEEDED  SPENDING 
CUTS  COULD  TRIGGER  A  BACKLASH 


ism  has  ebbed  since  1988.  "Today,  you  can  discuss  the  pr: 
ization  of  [state  oil  company]  Petrobras,"  says  political  scie: 
Bolivar  Lamounier.  "Five  years  ago,  that  was  taboo." 

While  free-market  backers  have  an  opening,  they  still 
only  a  slim  majority  in  congress.  And  they  face  legisla 
fears  that  spending  cuts  and  tax  hikes  to  rein  in  the  de 
could  trigger  a  backlash  next  October,  when  a  new  Presic 
governors,  and  congress  will  be  elected, 
will  move  forward,  but  a  definitive  sohj 
is  impossible  now,"  says  Claudio  Vaz,  hea 
the  auto-parts  makers'  association. 

What's  more,  opposition  to  free-ma: 
reforms  inside  the  congress  and  across 
zil  has  a  strong  voice  in  the  Workers'  P 
(pt)  and  the  Democratic  Labor  Party 
both  led  by  presidential  aspirants:  the  I 
Luis  Inacio  "Lula"  da  Silva  and  the  p| 
Leonel  Brizola,  Rio  de  Janeiro's  popil 
governor.  Lula,  a  militant  leftist  and  | 
runner-up  in  the  1989  presidential  vote, 
leads  in  polls  for  the  1994  presidential  r| 
linchpin.  Still,  foreign  investors  have 
piling  into  Brazil,  betting  on  a  possible 
to  Telebras'  monopoly  and  other  chan 
They  have  boosted  publicly  traded  minol 
shares  of  Telebras  to  $35,  from  $19  in  jl 
ary.  Congress  is  expected  at  least  to  o| 
up  the  cellular-phone  business  to  outsid 
Like  Italy's  economy,  Brazil's  seems  to  c 
along  despite  its  politics.  It  grew  at  a  b 
5.5%  in  the  first  half  of  1993  and  is  expected  to  turn  in  a  4 
to  6%  performance  for  the  full  year.  Fueling  the  upturn 
exports  and  company  restructurings  that  boosted  producth 
Now,  Brazil's  corporate  chieftains  sense  that  a  long-awaa 
political  change  is  near.  And  if  the  constitutional  congi 
unleashes  more  of  Brazil's  latent  economic  power,  Card 
could  become  a  strong  presidential  contender. 

By  BUI  Hinchberger  in  Sao  Pi 


GLOBAL  WRAPUP I 


A  ROUGHER  CAME  FOR  NINTENDO 

After  10  years  of  incredible  earn- 
ings, Japanese  game  maker  Nin- 
tendo Co.  has  hit  a  snag.  The  little  gi- 
ant from  Kyoto  earned  $1.56  billion  in 
pretax  profits  last  year  but  slashed  its 
1993  profit  forecast  to  $1.14  billion,  cit- 
ing the  strong  yen.  Analyst  David  Ben- 
da  of  Barclays  de  Zoete  Wedd  Securi- 
ties (Japan)  Ltd.  says  the  problems 
run  deeper:  Potential  customers  are 
waiting  for  better  games  due  out  from 
rivals.  Next  month,  Atari  Corp.  will 
launch  a  64-bit  machine  called  Jaguar, 
which  will  have  a  CD-ROM  add-on  by 
1994.  Matsushita  Electric  Industrial  Co. 
this  month  launched  a  32-bit  machine 


designed  by  San  Mateo  (Calif. (-based 
3DO  Co.  with  vastly  better  graphics. 
And  archrival  Sega  Enterprises  Ltd. 
has  a  32-bit  machine,  to  be  ready  in 
1994.  Nintendo  hopes  to  leapfrog  ri- 
vals with  a  64-bit  machine,  but  that 
won't  be  before  Christmas,  1995. 

WILL  TAIWAN  TRIP  UP  BAe?  

A $1.2  billion  joint  venture  between 
British  Aerospace  PLC  and  Taiwan 
to  build  jets  in  Taiwan  is  suddenly  in 
danger  of  fizzling.  The  Taiwan  Aero- 
space board  says  it  will  vote  Oct.  19 
whether  to  continue  the  Avro  project, 
under  which  BAe  contributes  technolo- 
gy and  its  regional  aircraft  group  and 
each  side  kicks  in  $250  million.  If  the 


deal  dies,  BAe  may  close  its  operatiJ 
there,  lay  off  6,000  workers,  and  wri| 
down  $1  billion. 

THE  NEW  PARAGUAY  

For  decades  a  rigid  dictatorshi 
Paraguay  is  embarking  on  a  priv 
tization  and  foreign-investment  cai 
paign  under  recently  elected  Preside 
Juan  Carlos  Wasmosy.  Although  "it 
difficult  to  change  an  economy  [tha 
was  in  state  hands  for  40  years,"  We 
mosy  says  he'll  privatize  the  landlocb 
nation's  steelmaking,  railroads,  ele 
trie-power  distribution,  and  phone 
Paraguay  also  is  one  of  the  developii 
countries  opening  stock  markets:  Asutj 
cion's  new  bolsa  starts  trading  Oct.  ]|| 


- 
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SIGHT  LIGHTS, 
flITE  MAYORS 


1  division  is  just  one  reason  big-city  gains  by  blacks  are  fading 


ur  years  ago,  Bonnie  Lockhart 
as  one  of  the  27%  of  New  York 
hites  who  helped  make  David  N. 
s  the  city's  first  African-Ameri- 
lyor.  But  now,  because  of  Dinkins' 
esponse  to  crises  ranging  from 
d  construction  projects  to  anti- 
1  rioting  in  Brooklyn's  Crown 
-s,  the  publishing  executive  may 
</e  the  mayor  her  vote  a  second 
■>ays  Lockhart:  "It's  ironic  that  all 
major  cities  have  had  black  may- 
tt  they  haven't  been  able  to  solve 
oblems  of  the  inner  city." 
'ng  urban  ills  is  an  awfully  big  or- 
r  any  one  person,  but  expecta- 
aave  been  high  for  Dinkins  and 
Lrailblazing  black  mayors.  During 
BOs,  four  of  the  nation's  five  larg- 
ies  elected  African-American  lead- 
ately,  however,  black  pols  have 
xperiencing  a  reversal  of  fortune. 
:ent  contests,  white  candidates 
•ecaptured  city  halls  in  Los  An- 


geles, Chicago,  and  Philadelphia.  And  in 
Houston,  a  white  businessman  edged 
out  a  legislator  who  was  trying  to  be- 
come the  city's  first  black  mayor. 
fault  line.  Those  results  raise  unset- 
tling questions  about  urban  racial  poli- 
tics. Is  a  white  counterrevolution  try- 
ing to  roll  back  black  gains?  Or  are  the 
results  due  more  to  voter  disgust  with 
city  governments  than  to  skin  color? 

The  answer  may  be  a  bit  of  both.  In 
most  urban  centers,  racially  polarized 
voting  has  become  the  norm.  "Race  is 
the  fault  line  of  big-city  politics,"  says 
Jay  Severin  III,  a  GOP  consultant.  De- 
spite decades  of  racial  progress  and  pow- 
er-sharing, many  voters  are  reluctant 
to  cross  racial  lines.  "In  urban  areas, 
probably  40%  to  50%  of  both  the  black 
community  and  the  white  community 
will  reflexively  vote  for  a  candidate  of 
their  own  race,  if  given  the  choice,"  says 
David  Bositis  of  the  Joint  Center  for 
Political  &  Economic  Studies. 


Still,  other  factors  transcend  race. 
With  urban  America  in  fiscal  crisis  and 
physical  decay,  voters  seem  to  be  more 
concerned  with  kitchen-table  issues  such 
as  economic  development,  safe  streets, 
and  decent  schools  than  the  social  is- 
sues that  catapulted  many  black  mayors 
to  power.  Howard  University  political 
scientist  Ronald  Walters  sees  many  may- 
ors as  victims  of  economic  conditions 
that  sow  "the  seeds  for  a  possible  back- 
lash against  black  politicians." 

Desperate  for  jobs  and  safe  streets, 
voters  are  willing  to  try  new  solutions. 
Philadelphia  turned  to  a  former  district 
attorney  who  promised  to  take  on  the 
municipal  unions  and  privatize  some  ser- 
vices. Houston  chose  a  businessman  who 
vowed  to  move  deskbound  cops  to  the 
streets.  In  New  Haven's  Sept.  14  Demo- 
cratic primary,  John  DeStefano  Jr.  de- 
feated a  black  candidate  by  promising  to 
rebuild  the  city.  One  of  his  ideas:  con- 
verting abandoned  buildings  into  afford- 
able housing.  DeStefano  even  received  a 
majority  of  the  black  vote. 
brown  power.  In  some  cities,  voters 
are  doing  the  unthinkable:  Voting  Re- 
publican. Los  Angeles  did  it  for  the  first 
time  in  three  decades.  The  most  remark- 
able GOP  triumph  came  in  Jersey  City, 
N.  J.,  where  Bret  Schundler,  a  34-year- 
old  investment  manager,  won  69%  of 
the  vote  in  a  city  in  which  only  6%  of 
registered  voters  are  Republicans.  Prom- 
ising property-tax  cuts,  business  incen- 
tives, and  school  vouchers,  Schundler 
won  nearly  three-fourths  of  the  Hispan- 
ic vote  and  received  40%  in  one  pre- 
dominantly African-American  housing 
project.  "You're  seeing  the  unraveling 
of  Democratic  Party  dominance  in  the 
major  cities,"  he  says.  "Big-city  machines 
are  breaking  down  because  the  prob- 
lems are  so  serious  in  the  cities." 

Black  dominance  of  big-city  politics  is 
also  being  challenged  by  brown  power. 
A  steadily  growing  Latino  population 
has  become  a  key  swing  vote— and  one 
that  cannot  be  taken  for  granted  by  the 
Democratic  Party  or  by  other  minority 
groups.  In  Houston,  Latino  voters  tipped 
the  election  to  Bob  Lanier,  a  white  busi- 
nessman, by  giving  just  8%  of  their 
votes  to  African-American  candidate  Syl- 
vester Turner.  "Racial  polarization  is 
most  pronounced  between  blacks  and 
Hispanics,"  says  political  scientist  Robert 
Stein  of  Rice  University.  "The  notion 
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of  a  rainbow  coalition  is  not  a  reality." 

In  Los  Angeles,  43%  of  Hispanic  vot- 
ers backed  white  Republican  Richard 
Riordan  over  Asian-American  Democrat 
Michael  Woo.  And  an  Oct.  6  Harris  Poll 
found  New  York  Latinos  evenly  divided 
between  Dinkins  and  Republican  Ru- 
dolph Giuliani,  whose  ticket  includes  for- 
mer Representative  Herman  Badillo. 
"Latinos  are  the  Republicans'  Great 
Brown  Hope,"  says  Severin. 

To  be  sure,  African-Americans  are 
still  making  political  breakthroughs.  Vir- 
ginia's L.  Douglas  Wilder  became  the 
first  black  governor  since  Reconstruc- 
tion, and  Carol  Moseley  Braun  (D-Ill.) 
became  the  first  black  woman  senator.  A 
host  of  white-majority  cities,  among 
them  Seattle,  Kansas  City,  Mo.,  and 
Denver,  chose  black  mayors.  Cleveland's 
Michael  White  and  Baltimore's  Kurt 
Schmoke  lead  a  wave  of  new-generation 
African-American  politicians  who  have 
built  broad  support  across  racial  lines. 

With  the  retirement  of  Detroit's  Cole- 
man Young  and  Atlanta's  Maynard  Jack- 
son, New  York's  Dinkins  becomes  the 
senior  statesman  of  big-city  black  may- 
ors. But  the  honor  may  be  short-lived. 
Polls  show  Dinkins  in  a  tight  race 
marked  by  stark  racial  divisions:  More 
than  9  out  of  10  black  voters  say  they've 
decided  to  back  Dinkins,  while  7  of  10 
whites  are  in  Giuliani's  camp. 
CLINTON'S  LAMENT.  While  the  candidates 
themselves  have  avoided  racially  charged 
rhetoric,  President  Clinton  managed  to 
reignite  tensions.  During  a  Sept.  26  vis- 
it to  the  city,  the  President  lamented 
the  possibility  that  "too  many  of  us  are 
still  too  unwilling  to  vote  for  people  who 
are  different  than  we  are."  Republican 
Party  Chairman  Haley  Barbour  called 
Clinton's  remark  "the  rankest  political 
slur  against  the  people  of  New  York. 
Democrats  always  try  to  play  the  race 
card,  but  that  just  doesn't  work  any 
more."  After  other  Dinkins  supporters 
hurled  ethnic  epithets  at  Giuliani  back- 
ers, the  Republican  fired  back.  He  ac- 
cused Dinkins  of  adopting  a  deliberate 
strategy  to  divide  people.  "People  in  this 
city  feel  more  racially,  religiously,  and 
ethnically  divided  than  they  were  four 
years  ago,"  Giuliani  told  business  week. 

Both  candidates  fear  a  backlash  and 
try  to  avoid  racial  issues.  Giuliani  would 
rather  discuss  economic  development; 
Dinkins  would  rather  note  his  accom- 
plishments in  health  care.  Still,  as  Uni- 
versity of  Pennsylvania  historian  Theo- 
dore Hershberg  notes:  "The  coals  of 
racial  tension  are  always  there,  and  if 
you  want  a  fire,  you  just  have  to  fan 
them."  The  growing  number  of  city  halls 
being  vacated  by  African-American  may- 
ors will  do  little  to  quench  the  flames. 

By  Richard  S.  Dunham  in  New  York, 
with  Joe  Weber  in  Philadelphia  and  Chris 
Roush  in  New  Haven 
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SAFEWAY'S 
LOW-FAT  DIET 


Burd  is  slashing  costs  and  reducing  prices  across  the  board 


Grrrrrr.  Here  comes  Steve  Burd. 
Clever.  Candid.  And  possessed 
with  an  almost  instinctual  drive 
to  chomp  costs  out  of  the  flabby  hide  of 
underperforming  corporations.  Chief  ex- 
ecutive of  Safeway  Inc.,  he  is  just  the 
kind  of  animal  the  supermarket  chain's 
shareholders,  particularly  Kohlberg  Kra- 
vis  Roberts  &  Co.,  want  to  have  roam- 
ing the  aisles. 

At  a  time  when  traditional  supermar- 
kets are  reeling  from  the  weak  economy, 
low  food-price  inflation,  and 
a  host  of  challengers  from 
warehouse  clubs  to  conven- 
ience stores,  Burd  has 
transformed  the  Oakland 
( Calif.  )-based  chain  into  one 
tough  competitor.  He  is 
slashing  costs  while  using 
the  savings  to  reduce  pric- 
es across  the  board.  What's 
more,  Burd  is  steadily  im- 
proving service.  At  Safe- 
way's  eastern  division,  for 
example,  checkout  lines  are 
held  to  three  shoppers. 
Anyone  who  gets  on  line  after  that  will 
get  his  or  her  groceries  free,  up  to  $25, 
if  a  new  register  doesn't  open  (table). 

Burd's  year-long  efforts  have  already 
produced  some  impressive  results.  On 
Oct.  5,  Safeway  reported  that  profits  in 
the  third  quarter  rose  110%,  to  $42.1 
million,  as  sales  climbed  3%,  to  $3.6  bil- 
lion. For  the  entire  year,  analyst  Brian 
E.  Suher  of  Piper  Jaffray  Inc.  figures 
net  income  should  more  than  triple,  to 
$145  million,  as  sales  increase  2%,  to 
$15.4  billion. 

top  priority.  And  that  kind  of  record 
can  only  cheer  KKR,  which  took  the  com- 
pany private  in  1986  in  a  $5.7  billion 
leveraged  buyout  and  still  owns  65%  of 
its  stock  after  two  public  offerings.  Safe- 
way's  stock  has  soared  more  than  70%, 
to  about  20,  since  Burd  came  on  as 
president  in  October  of  1992.  Indeed, 
at  a  time  when  shares  in  RJR  Nabisco 
Holdings  Corp.  are  sagging,  Safeway, 
whose  1,100  stores  stretch  across  the 
West  Coast,  Canada,  and  around  Wash- 
ington, D.  C,  is  turning  out  to  be  a 


Capital 
spending  for 
1993  is  almost 
40%  less  than 
last  year's 
$553  million 


jewel  in  kkr's  investment  port: 
The  43-year-oid  Burd  has  had 
of  experience  working  on  KKR  in 
ments.  A  former  management  co 
tant  at  Arthur  D.  Little  Inc.  who 
struck  out  on  his  own,  he  helpec 
prove  results  at  several  KKR  propei 
including  Dillingham  Construction,  I 
Texas  Petroleum,  and  retailers  sue 
Stop  &  Shop  and  Fred  Meyer.  Sh 
after  the  Safeway  LBO,  Burd  helpec 
investment  firm  unload  the  chain's 
tered  Texas  stores  an< 
velop  better  compens; 
packages  to  tie  execi 
pay  to  performance. 
Safeway's  profits  plum 
ing,  KKR  brought  him 
a  year  ago,  this  tim 
president. 

Even  though  he  wai 
No.  2  executive  after 
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A.  Magowan,  whose  grandfather 
found  the  company  in  1926,  Burd 
charge.  He  made  sure  the  en- 
npany  reported  to  him,  and  he  to 
fan.  By  May,  Magowan— who  de- 
to  be  interviewed— was  running 
n  Francisco  Giants  baseball  fran- 
and  the  board  named  Burd  CEO. 
I  ran  remains  Safeway's  chairman. 
,ing  costs  has  been  Burd's  top  pri- 
ie  slashed  executive  perks,  taking 
350  company  cars.  He  also  cut 
carters  staff  by  25%,  to  850,  sav- 
5  million  to  $20  million  a  year. 
?  this  year,  he  required  the  corn- 
top  five  executives  to  give  up 
muses  they  had  already  earned 
32,  when  profits  fell  20%.  "When 
olders  lose,  managers  should  lose," 
!urd,  who  has  instituted  a  new  bo- 
an  tightly  tied  to  performance, 
h  cost  cuts  at  the  top,  Burd  ac- 
edges,  are  largely  symbolic.  But 
>lic  sacrifice  has  been  crucial  in 
ing  concessions  from  labor.  Last 
ary,  Burd  threatened  to  close  all 
feway-operated  stores  in  Alberta, 
a,  unless  the  union  agreed  to  con- 
ns. The  union  gave  in  to  longer 
and  lower  pay.  For  example,  a 
;r  who  earned  $638  for  a  37-hour 
veek  now  earns  $608  working  40 
.  Those  wage  rollbacks  add  up  to 
nual  saving  of  $40  million.  Other 
leaders  are  watching  Burd  warily, 
ed  he'll  try  to  press  Alberta-style 
ssions.  "He's  not  a  food  man,  he's  a 
y  man,"  says  William  J.  Olwell,  ex- 
'e  vice-president  of  the  United  Food 


SPIFFING  UP  SAFEWAY  TO  RING  UP  BIGGER  PROFITS 


CUTTING  COSTS  Rolling  back  wage  rates  and 
eliminating  such  perks  as  company  cars. 
Requiring  vendors  to  do  more  price  label- 
ing and  other  work  done  by  store  clerks. 

BOOSTING  SALES  Passing  its  cost  savings  along 
in  the  form  of  lower  prices.  Also  improving 
services,  keeping  stores  well  stocked,  and 
making  sure  register  lines  are  short. 

EXPANDING  CAREFULLY  Slowing  remodeling 
and  expansion  to  focus  on  areas  that 
offer  highest  returns. 
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&  Commercial  Workers.  "But  I  won't 
dump  on  him.  Yet." 

Although  he  is  taking  a  tough  line 
with  labor,  Burd  is  trying  at  the  same 
time  to  boost  employee  morale.  He  has 
held  dozens  of  "roundtable"  meetings  to 
solicit  suggestions  and  is  urging  divi- 
sions to  assemble  teams  of  managers 
and  employees  so  that  all  workers— even 
stock  clerks— are  encouraged  to  offer 
their  ideas.  One  result:  Safeway  now 
requires  vendors  to  put  its  own  tags  on 
apples  and  grapefruit,  freeing  produce 
clerks  for  other  tasks. 

Besides  cutbacks  in  labor  costs,  Burd 
is  also  looking  for  ways  to  move  costs 
onto  vendors.  With  competition  for  shelf 
space  fierce,  retailers  such  as  Safeway 
are  trying  to  force  concessions  from  all 
but  the  manufacturers  of  the  most  pop- 
ular brands.  Ronzoni  pasta,  for  exam- 
ple, was  recently  removed  from  North- 
ern California  Safe- 
way stores  to  make 
room  for  another 
brand,  a  cheaper 
pasta  from  Turkey. 
Clifford  K.  Larsen, 
marketing  vice-pres- 
ident for  Hershey 
Pasta  Group,  which 
owns  Ronzoni,  says 
his  brand  lost  out 
because  it  was  un- 
willing to  pay  for 
shelf  space.  Safeway 
denies  it  charges  for 
shelf  space  but  ad- 
mits it  might  tell  a 
vendor  to  fork  over 
money  to  help  pay 
for  advertising.  Lar- 
sen expects  the 
stores  to  get  even 
tougher.  "They're 
willing  to  sell  every- 
thing, including  ad- 
vertising on  the  bot- 
tom of  the  man- 
ager's shoes,"  he 
gripes. 

Safeway  is  also 
looking  for  ways  to 


stretch  out  payments  to  vendors.  Craig 
Brennan,  Safeway  director  of  market- 
ing services,  appalled  suppliers  at  an  in- 
dustry convention  recently  when  he 
floated  the  idea  of  taking  products  from 
vendors  on  consignment— in  other  words, 
not  paying  for  goods  until  they've  been 
sold  to  consumers. 

Most  of  the  savings  that  Burd  is  gar- 
nering from  cost  reductions  is  being 
used  to  lower  prices.  Burd  acknowledges 
his  stores  may  never  match  the  deep 
discounts  of  such  warehouse  clubs  as 
Price  Co.  and  Costco  Wholesale  Corp. 
But  he  is  betting  the  chain  will  make  up 
in  convenience,  selection,  and  service 
for  what  it  doesn't  offer  in  pricing. 
TRIMMED  DEBT.  While  he  focuses  on  oper- 
ations, Burd  has  put  the  brakes  on  ex- 
pansion. Capital  spending  for  1993  will 
be  trimmed  almost  40%  from  last  year's 
$553  million,  as  fewer  stores  are  built  or 
remodeled.  How  come?  Burd  says  he 
wants  to  maximize  returns  at  all  Safe- 
way properties.  That  means  some  Safe- 
way stores  may  get  juice  bars  or  Chi- 
nese take-out  restaurants,  but  other 
projects  may  never  get  built.  And  Burd 
is  casting  a  critical  eye  at  properties 
that  might  return  more  to  Safeway  if 
the  real  estate  were  sold.  Are  the 
spending  cuts  just  a  short-sighted  way 
to  give  earnings  a  quick  boost?  Ana- 
lysts don't  think  so:  They  expect  capital 
spending  will  increase  next  year. 
"They're  saying  'Let's  make  sense  with 
the  money,'"  says  Piper  Jaff ray's  Suher. 

Despite  Safeway's  operating  success, 
Burd  still  faces  some  daunting  challeng- 
es. Stock  offerings  in  1990  and  1991 
helped  trim  the  debt  load,  now  at  $2.9 
billion.  But  its  debt-to-total-capital  ratio 
stands  at  a  lofty  91.3%.  Still,  Burd  isn't 
too  concerned.  Safeway's  cash  flow  is 
strong:  $768.2  million  last  year,  or  2.6 
times  its  debt  service. 

Burd  is  determined  to  make  Safeway 
a  winner  in  the  grocery  wars.  "There's 
no  resting,"  he  told  analysts  after  an- 
nouncing third-quarter  results.  "We  need 
to  continue  to  approach  the  cost  sav- 
ings." No  hibernation  for  this  critter. 

By  Russell  Mitchell  in  Oakland,  Calif. 
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STRATEGIES  I 


ONE  BURNED-UP 
BURGER  BARON 


Why  Carl's  Jr.  founder  Carl  Karcher  was  ousted  by  his  own  board 


There's  little  at  Carl  Karcher  En- 
terprises Inc.  that  does  not  bear 
the  imprint  of  its  founder.  The 
walls  of  the  company's  649  fast-food  bur- 
ger outlets— called  Carl's  Jr.— are  cov- 
ered with  old  photos,  such  as  one  of 
Carl  N.  Karcher  peddling  hot  dogs  on  a 
Los  Angeles  street  corner  circa  1941. 
Even  Karcher's  religious  beliefs  per- 
meate the  company's  Anaheim  (Calif.) 
headquarters.  A  devout  Catholic,  Karch- 
er installed  a  life-size  statue  of  St.  Fran- 
cis of  Assisi. 

But  despite  his  prominent  role  in 
shaping  the  company,  Karcher  now  finds 
himself  isolated— virtually  at  war  with  a 
board  comprising  longtime  friends  and 
his  own  hand-picked  successor.  Within 
the  last  year,  the  76-year-old  founder 
has  proposed  various  plans,  from  a  lev- 
eraged buyout  to  a  joint  venture  that  he 
claimed  would  reinvigorate  the  chain. 
But  the  board  has  turned  him  down, 
with  outside  directors  suggesting  in 
interviews  with  business  week  that 
Karcher  is  more  interested  in  enriching 
himself  than  the  company.  On  Oct.  1, 
the  animosity  reached  new  heights  when 
the  founder  was  ousted  as  chairman  by 
the  board,  setting  the  stage  for  a  proxy 
fight  for  control  of  the  company. 

The  dispute  couldn't  come  at  a  worse 
time  for  the  burger  chain.  In  the  fiscal 
year  ended  January,  the  company  post- 
ed a  $5.5  million 


loss,  compared  with  a  profit  of  $13  mil- 
lion the  year  before.  Sales,  including 
those  of  franchisees,  were  flat  at  $617 
million.  Worse  for  stockholders— includ- 
ing Karcher,  who  owns  a  34%  stake— the 
company's  share  price  has  slid  to  about 
8!4,  less  than  half  the  1989  value. 
SALAD  DAYS.  It's  a  sad  chapter  in 
Karcher's  rags-to-riches  story.  A  sev- 
enth-grade dropout,  Karcher  borrowed 
$311  and  bought  a  hot-dog  cart  in  1941. 
In  1956,  he  opened  his  first  Carl's  Jr. 
Thanks  to  Karcher's  innovations— he  was 
the  first  to  introduce  a  salad  bar  in 
1976— and  California's  booming  economy, 
the  company  flourished.  Karcher,  too, 
reaped  huge  rewards.  He  pocketed  $3.4 
million  in  proceeds  from  the  company's 
initial  public  offering  in  1981. 

Eventually,  though,  Karcher's  home- 
spun instincts  began  to  fail  him.  His  ex- 
pansion plans  faltered.  New  products, 
such  as  rainbow  trout,  bombed.  Then 
in  1988,  Karcher  was  stung  by  insider- 
trading  allegations  by  the  Securities  & 
Exchange  Commission.  The  SEC  charged 
that  Karcher  informed  family  members 
of  the  company's  poor  financial  shape 
before  announcing  that  1984's  third-quar- 
ter net  income  would  be  off  as  much  as 
50%.  The  family  members  allegedly  sold 
the  stock  before  it  dropped.  Without  ad- 
mitting any  wrongdoing,  Karcher  and 
six  family  members  agreed  to  pay  a 
$664,000  fine. 

Most  damaging  of  all,  though,  were 
the  California  recession  and  savage 
price-cutting  in  fast  food.  Karcher  insist- 
ed his  customers  wouldn't  mind  paying 
more  for  a  Carl's  Jr.  burger.  But  existing- 


store  sales  have  been  dropping  for  t*-e 
years.  "As  good  an  entrepreneur  a|li 
was,"  says  Alex.  Brown  &  Sons  Inc.  hi 
lyst  Steven  A.  Rockwell,  "Karcher  win 
able  to  change." 

A  management  vacuum  developedth 
company's  former  treasurer  says,  vie 
Karcher  resisted  the  board's  pressuijt 
replace  his  cancer-stricken  brother  as  je: 
ident.  Karcher's  relationship  withi 
board  began  to  deteriorate  in  earnen 
1992.  The  stock  was  falling  just  as  heja 
suffering  hefty  losses  on  his  personalia 
estate  investments.  With  much  ofu 
wealth  tied  up  in  company  stock,  direta 
contend,  Karcher  began  putting  his  ov)  J 
nancial  interests  ahead  of  the  compa'', 
Karcher  denies  the  allegation. 

Still,  Karcher  acknowledges  hisffl 
sire  for  more  liquidity  was  one  ofa 
reasons  he  enlisted  the  help  of  the! 
Angeles  investment  firm  of  FreeH 
Spogli  &  Co.  to  engineer  a  lever! 
buyout.  The  deal  would  have  let  KM 
er  sell  $43  million  worth  of  stock  bad! 
the  newly  formed  company.  The  bn 
rejected  the  $9.50  a  share  bid  inl 
cember  as  inadequate.  Within  daysi 
board  appointed  a  new  chief  execuflj 
Donald  E.  Doyle,  a  former  presided 
Kentucky  Fried  Chicken  USA  wl 
Karcher  and  Freeman  Spogli  had  c\M 
to  run  the  company  after  the  bujj 
Karcher  retained  the  chairmanship]! 

Tension  quickly  developed  betui 
the  two  as  Doyle  asked  Karcher  to  I 
attending  management  meetings,  leal 
Karcher  to  complain  of  being  kepi 
the  dark.  An  offer  by  Karcher  tol 
back  $10  million  worth  of  stock  to| 
company  also  fizzled.  Karcher  sayl 
decided  against  the  sale  when  the  bl 
insisted  he  give  up  the  right  to  a 
votes  for  directors  on  his  remaii 
shares.  "They  wanted  to  negate  m}l 
thority,"  he  says.  The  deal  ended  upl 
lapsing  as  the  company's  shares  slid  1 
from  8,  when  the  buyback  talks  heji 

The  dispute  between  Karcher  an(I 
board  exploded  into  open  hostility  o\l 
proposed  venture  with  GB  Foods  1 
parent  of  Green  Burrito.  Karcher  j| 


ANATOMY  OF  A  RIFT 


DECEMBER  1992  Board  rejects 
LBO  offer  by  Carl  Karcher  and  invest- 
ment firm.  Deal  could  have  earned 
Karcher  up  to  $43  million 

Y  1993  Company  agrees  to 
buy  $  10  million  in  stock  from 
founder.  He  backs  out  as 
»^  stock  falls  and  board 

mm  places  restrictions  on 

41  his  remaining  shares 


AUGUST  1993  Board  reject: 
Karcher  proposal  to  test  combir 
restaurants  with  Green  Burrito.  r 
would  have  received  $6  million 
from  Mexican  chain's  CEO  if  de  I 
gone  through 

SEPTEMBER  1993  Karcher  I , 
ens  proxy  fight  to  oust  board  or!'  t 
new  members  if  directors  don't  j  1 
prove  Green  Burrito  deal 


g  the  Mexican  foods  at  Carl's  Jr. 
>is  would  boost  per-store  sales  35%. 
;he  deal  was  potentially  profitable 
archer.  It  would  have  given  him  an 
ermined  number  of  warrants  on  GB 
.  The  Mexican  chain's  biggest  share- 
r,  William  M.  Theisen,  also  discussed 
million  loan  to  Karcher.  The  loan 
to  be  repaid  in  six  months  with 
ler's  stock.  Theisen's  attorney  says 
roposal  was  never  "a  formal  offer.  It 
ust  a  point  of  discussion." 
ETic.  In  August,  Doyle  and  the 
1  rejected  the  proposal— in  part  be- 
>  a  study  done  by  the  company 
ed  of  the  low  margins  on  Green 
!to  products.  But  they  also  were 
rned  that  a  deal  would  spark  a  ral- 
Karcher  Enterprises'  stock.  "We 
worried  there  would  be  hyping  of 
tock  without  any  results  from  the 
p,"  says  board  member  Elizabeth 
inders.  Indeed,  at  board  meetings, 
ers  says,  Karcher  said  repeatedly 
his  financial  problems  would  be 
d  if  the  Green  Burrito  deal  went 
igh.  Karcher  sa\s  he  was  working 
i  best  interests  of  shareholders.  He 
he  and  Theisen  were  willing  to  test 
oint  venture  in  the  marketplace 
mt  any  financial  strings, 
st  month,  Karcher  called  for  the 
nation  of  three  of  the  company's 
outside  directors,  all  of  whom  have 
his  close  friends  for  over  15  years, 
let.  1,  the  board  responded  by  vot- 
Carcher  out  as  chairman,  asserting 
as  interfering  with  management's 
term  strategy.  "It's  pathetic  how 
can  turn  on  you,"  Karcher  says, 
r  now,  Karcher  is  considering  his 
ns.  They  include  a  possible  proxy 
to  remove  the  board.  Karcher  may 
o  find  a  buyer  for  the  company, 
since  he  has  defaulted  on  nearly 
nillion  in  bank  loans  that  are  backed 
iree-quarters  of  his  stock,  it  is  un- 
whether  Karcher  will  even  have 
g  control  of  his  shares.  Still,  what- 
his  response,  the  dispute  is  far 
over.  And  the  longer  it  rages,  the 
e  it  will  be  for  the  company  that 
Karcher  built. 

By  Amy  Barrett  in  Los  Angeles 


The  little  collectible  that's  a 
big  business  gift 


There's  no  bigger  way  to  thank  important  clients  than 
with  an  elegant  miniature  clock  by  Bulova.  A  unique 
collector's  item,  each  solid  brass  miniature  is  an  authentic 
replica  of  a  world-famous  clock. 

X  1 

America's  Incentive  bw  1Q/93 

For  more  information,  send  this  ad  plus  your  business  card  to:  National  Sales  Manager.  Special  Markets  Division. 
ISulova  Corporation,  One  Bulova  Avenue.  Woodside,  N  Y  1 1377  Call  toll-free  1-800423-3553  In  N  Y  C  ,  718-204-4600 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


'I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


7  mtute  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  year. " 


Excess  inventory  today,.. student  opportunity  tomorrow 


IER  1993  Board  ousts 
as  chairman, 
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RESEARCH  I 


THE  TRUST 
THAT  ROARED 


Wellcome's  ample  fund  is  a  booster  shot  for  British  medical  R&D 


I  n  1988,  Robert  Turner  quit  one  of 
I  the  best  jobs  a  scientist  could  have. 
I  He  was  helping  Peter  Mansfield,  the 
inventor  of  nuclear  magnetic  resonance 
imaging,  turn  that  nascent  technology 
into  one  of  the  best  diagnostic  tools  in 
medicine  when  dwindling  research  funds 
in  Britain  crippled  the  effort.  "MRI  had 
tremendous  potential  for  brain  research, 
but  there  wasn't  a  chance  of  doing  it  in 
Britain,"  Turner  recalls.  So  the  Univer- 
sity of  Nottingham  researcher  jumped 
ship  to  the  National  Institutes  of  Health 
in  Bethesda,  Md. 

Five  years  later,  he's  going  home. 
Next  month,  the  47-year-old  scien- 
tist will  become  chief  of  MRI  work  at 
a  new  $27  million  brain  research 
center  in  London.  There,  he  will 
have  state-of-the-art  equipment,  a 
team  of  world-class  sci- 
entists—and plenty  of 
money.  Says  Turner: 
"Things  in  Britain  have 
changed." 

NEW  LIFE.  The  reason  is 
an  obscure  medical  char- 
ity in  London  called  the 
Wellcome  Trust.  Once 
known  primarily  for 
funding  research  into 
tropical  diseases  and  the 
history  of  medicine, 
Wellcome  in  the  past 
year  has  transformed  it- 
self. It  is  now  dispens- 
ing a  flood  of  funds  to 
cash-starved  scientists 
involved  in  such  hot 
pursuits  as  molecular  bi- 
ology, brain  research, 
and  genetics.  What's 
more,  the  trust  has  cre- 
ated three  of  its  own 
huge  multidisciplinary 
research  centers  in 
these  fields.  "The  Well- 
come Trust  has  saved 
medical  research  in  Brit- 
ain." enthuses  Denis  No- 
ble, professor  of  phys- 
iology at  Oxford 
University.  It  may  do 
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more  than  that:  Wellcome  is  among  a 
handful  of  charities  in  the  U.  S.  and  else- 
where that  are  seizing  the  lead  from 
government  hinders  by  backing  large, 
long-term  research  initiatives. 

Britain  has  become  the  testing  ground 
for  this  idea  mainly  because  the  budget 
of  the  Medical  Research  Council  (mrc), 
the  British  government's  funding  arm, 
has  failed  to  keep  pace  with  the  rising 
costs  of  medical  research.  Over  the  past 
decade,  the  MRC's  funding  has  grown  an 
average  of  8%  a  year,  to  $350  million 
last  year.  But  research  costs  have  risen 
more,  so  that  today,  1  in  13  research 
j0  grants  is  funded  in  Britain,  vs. 
1  in  3  in  the  U.  S.,  according  to 
the  Association  of  Medical  Research 
O      Charities  in  London.  British  char- 
ities have  picked  up  some  of  the 
"  slack,  boosting  outlays 
14%  a  year  in  the  past 
decade,  to  $400  million 
last  year,  including  $175 
million  from  Wellcome. 
But  next  year,  the  trust 
plans  to  tip  the  scale: 
It  will  hand  out  $330 
million,  moving  it  ahead 
of  the  Howard  Hughes 
Medical  Institute,  the 
world's  largest  private 
source  of  medical  re- 
search funds,  says  Diet- 
mar  Braun,  professor  of 
political  science  at  the 
University  of  Heidel- 
berg and  an  expert  in 
medical  research  policy. 

BROKEN      WILL.  The 

trust's  goal  is  to  fill 
gaps  in  government 
funding.  For  the  past 
decade,  for  instance,  the 
MRC  has  been  unable  to 
tie  up  its  funds  in  long- 
term  grants.  That  has 
made  it  nearly  impos- 
sible for  British  scien- 
tists to  explore  the  fron- 
tiers of  medical  re- 
search, where  it  can 
take  a  decade  or  longer 


WELLCOME'S 
RESEARCH  AGENDA 


FUNDING  INCREASES 


1991  budget-$150  million 
1992-$300  million;  event- 
ually $330  million  per  year 


RESEARCH  TARGETS 


Neuroscience,  infection  and 
immunity,  pharmacology, 
molecular  and  cell  biology, 
history  of  medicine,  tropical 
diseases 


RESEARCH  CENTERS 


Center  for  Brain  Research  at 
the  Institute  of  Neurology  in 
London  ($27  million,  30  staff 
members);  Center  for  Genetic 
Research  at  the  John  Radcliffe 
Hospital  in  Oxford  ($40  mil- 
lion, up  to  I'OO  staff  mem- 
bers); Sanger  Centre  for  gene 
sequencing  at  Hinxton  Park, 
South  Cambridgeshire  ($75 
million,  300  staff  members) 
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to  produce  advances,  says  John  Mue 
head  of  the  lobbying  group  Save  Biiis 
Science.  Wellcome's  partial  solutifl 
to  fund  so-called  centers  of  exeellw 
at  hospitals,  universities,  and  reserc 
labs  where  scientists  work  on  five-fea 
rolling  stipends.  In  addition  to  theloi 
don  brain  center,  these  include  afej 
million  facility  to  study  the  genetic  B 
of  disease  and  a  $75  million  center! 
will  sequence  genes  (table).  "We  waU 
fund  long-term  science  [in  these  ar« 
says  Ian  MacGregor,  a  trust  dirdo 
The  trust  also  will  give  $400  millitj  \ 
fund  medical  research  over  five  ja 
to  the  Burroughs  Wellcome  Fund  nfj 
search  Triangle  Park,  N.  C,  a  sistaq 
ganization  that  itself  gave  out  $6riv 
lion  last  year. 


It's  all  a  big  change  since  Amea 
entrepreneur  Henry  Wellcome  foiw 
the  trust  in  1936  and  endowed  it  si 
100%  ownership  of  the  drug  coirjl 
that  bears  his  name.  For  decades-t) 
trust  used  the  dividends  of  its  holjljl 
in  Wellcome  PLC  to  fund  mostly  sA 
term  projects  at  the  fringes  of  m 
cine.  When  the  value  of  those  holw 
skyrocketed  in  the  1980s  along  witlpi 
er  drug  stocks,  Wellcome's  director™ 
suaded  British  authorities  to  let  H 
break  Henry  Wellcome's  will,  whicisti 
ulated  that  the  trust  retain  all  its  sm 
in  the  company  barring  "unforesee;4i 
cumstances."  Roger  Gibbs,  chairnrv 
the  trust  since  1989,  mastermindedti 
sales  of  Wellcome  stock— in  1986  ad) 
1992-that  netted  $4  billion  and  HI 
than  doubled  the  trust's  income. 

Thus  supported,  the  trust's  thre<« 
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are  drawing  top  talent  from  the 
and  elsewhere.  Mark  Lathrop,  di- 
I  of  research  at  the  Centre  d'Etude 
norphisme  Humain  in  Paris,  for  in- 
:e,  is  among  those  lured  to  Britain. 
ie  [research]  is  more  efficiently  han- 
by  people  with  expertise  working  in 
itral  lab,"  says  Lathrop,  who  will 
the  gene  center  in  Oxford. 
ITIVE  ISSUE.  John  A.  Todd,  a  genet- 
jsearcher  at  the  John  Radcliffe  Hos- 
in  Oxford,  has  been  drawn  to  the 
i  center  by  its  modern  equipment, 
s  search  for  genetic  mutations  that 
i  diabetes,  Todd  developed  a  tech- 
i  to  screen  genes  quickly.  However, 
eded  a  $1.5  million  automated  gene 
encer.  Relying  on  the  MRC  would 
required  Todd  to  share  a  machine 
colleagues  in  different  locations, 
ig  several  years  to  his  project.  Now 
Todd  and  his  15  researchers  are  fi- 


led by  the  trust,  they 
;  their  own  machine- 
expect  results  by 
end. 

lie  three  centers  ac- 
it  for  a  fraction  of  the  trust's  new 
s,  and  Wellcome's  directors  haven't 
decided  what  to  do  with  the  rest, 
will  they  discuss  their  deliberations, 
ed,  Chief  Executive  Bridget  Ogilvie 
ines  to  be  interviewed.  That  may 
?ct  an  uneasiness  with  the  trust's 
leadership  role— and  its  implications 
British  science.  Now  that  its  budget 
•ly  matches  the  MRC's,  competition 
i'een  the  two  is  likely  to  increase, 
y  scientists  prefer  to  work  with  the 
t,  since  its  research  priorities  aren't 
ect  to  political  pressures  and  it  is 
to  for  having  less  red  tape, 
he  greater  concern,  however,  is  that 


mproved  facilities 
in  London  lured 
Robert  Turner  back 
home  from  America 


the  availability  of  trust  funds  will  cause 
the  MRC  to  spend  less  on  basic  research. 
Already,  MRC  officials  admit  to  making 
modest  cutbacks  in  cancer  research, 
which  has  benefited  from  advances  in 
molecular  biology  financed  by  the  trust. 
"There  is  always  a  danger  that  the  gov- 
ernment will  decrease  funding  because 
of  the  charities,"  says  David  Weatherall, 
a  trustee  of  Wellcome  Trust  and  regius 
professor  of  medicine  at  Oxford. 

Even  if  that  effect  is  small,  critics 
fear  that  the  trust  and  charities  else- 
where will  skew  funding  priorities 
by  focusing  on  popular  causes  such  as 
AIDS  and  genetics  while  neglecting  vital 
but  more  mundane  targets,  such  as  men- 
tal health  or  screening  patients  for  dis- 
ease. "When  charities  make  a  lot  of 
noise  about  a  popular  cause . . .  govern- 
ment spending  tends  to  follow,"  says  Di- 
ana Garnham,  head  of  Britain's  Associa- 
tion of  Medical  Research 
Charities. 

ON  the  street?  Wellcome's 
omnipresence  also  may  make 
it  harder  for  MRC  to  coordi- 
nate medical  research.  The 
trust  is  discussing  spending 
)riorities  with  the  MRC  and 
other  funders,  but  it  isn't 
clear  if  they'll  see  eye  to  eye. 
"Wellcome  is  not  accountable 
to  the  government,"  says 
Nicholas  Winterton,  MRC's  di- 
rector of  corporate  affairs, 
"and  that  raises  difficult  is- 
sues." Indeed,  Wellcome  di- 
rectors resist  participating  in 
a  grand  research  plan  orches- 
trated by  the  MRC.  Says 
Weatherall:  "I'm  not  sure 
that  research  is  best  done  by 
committees." 

Some  scientists  also  grum- 
ble that  the  trust  should 
do  more  to  improve  their 
job  security.  Most  re- 
searchers at  Wellcome's 
centers  remain  untenured 
employees  of  their  univer- 
sities, which  means  their 
jobs  are  vulnerable  if  they 
fail  to  win  renewal  of 
their  Wellcome  grants  every  five  years. 
"As  long  as  you  continue  to  do  good 
work,  it  shouldn't  be  a  problem,"  says 
Radcliffe's  Todd.  "But  if  you  don't  get 
your  grant  extended,  you're  out  on  the 
street." 

Still,  scientists  are  so  grateful  for  the 
money  that  they  will  overlook  these  and 
other  issues  for  now— and  possibly  for  a 
long  time.  The  trust  still  has  about  40% 
of  its  holdings  in  shares  of  Wellcome 
PLC.  A  third  stock  sale  in  the  next  few 
years  is  a  distinct  possibility.  That  would 
give  a  lot  more  researchers  the  benefit 
of  Wellcome's  largess. 

By  Fred  Guterl  in  London 
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Nothing  is  as  mellow 
as  Black. 


Ultimately  there's  Black: 

C  1992  SCH1EFTEUN  A  SOMERSET  CO  .  NY,  NY  JOHNNIE  WALKER*  BLACK  LABEL* 
BLENDED  SCOTCH  WHISKY  40%  Alc/Vwl(80"X  ■ 


Don't  get  too  comfortable  with  your 
company's  retirement  plans.  Whether  you 
run  the  company  or  run  the  plans,  you've 
got  to  keep  a  steady  eye  on  risk.  Or  regret  it 
rru  >re  each  year. 

Unrealistic  thinking  about  longevity 
risk,  inflation  risk,  early  or  late  retirement 
risk  —  it  can  poison  employee  relations, 
threaten  your  balance  sheet,  your  survival. 

Putting  risk  in  employee  hands 
won't  take  it  all  off  yours.  Education,  infor- 


mation, and  investment  choices  are  all  still 
largely  up  to  you. 

Managing  the  risks  of  retirement  is 
the  single-minded  business  of  Bankers  Trust 
Retirement  Services.  We  look  risk  straight 
in  the  eye  —  all  of  it.  Then  deliver  the  plan- 
ning and  products  that  will  manage  your 
risk  for  years  to  come. 

To  learn  more,  call  Rich  Marin  at 
(212)  454-1613.  You  can't  avoid  risk  by 
turning  your  back  to  ir. 


□  Bankers  Trust  Retirement  Services 


velopments  to  Watc 


BY  PETER  COY 


rEAM  ENGINE  SMALLER 
H  AN  ANT  S  WHISKER 


I  helped  spawn  the  In- 
dustrial  Revolution  200 
years  ago.  Now,  Jeff 
Sniegowski  of  Sandia  Na- 
tional Laboratories  has 
built  a  microscopic  steam 
engine  made  of  parts 
much  smaller  than  a  hu- 
man hair.  Researchers  at 
Sandia,  an  Energy  Dept. 
lab  in  Albuquerque, 
hope  it  will  power  micro- 
machines  that  could,  for 
example,  grip  or  cut 
small  objects— such  as  individual  cells, 
idia  uses  chipmaking  techniques  to  build  its  engine  on  a 
of  silicon.  A  microdroplet  of  water  inside  a  chamber  is 
d  by  a  wire.  A  bubble  of  vapor  forms  and  forces  a  piston 
f  the  chamber.  When  the  water  cools,  a  silicon  spring 
the  piston  back.  Paul  McWhorter,  Sniegowski's  boss  in 
ib's  Silicon  Technology  Dept.,  says  the  engine  produces 
3  100  times  as  great  as  do  motors  of  the  same  size  that 
on  static  electricity.  One  drawback:  the  droplets  quick- 
iporate.  So  Sandia  is  looking  for  some  kind  of  oil  instead 
,ter  to  make  the  motor  run  continuously. 


NG  SMOKESTACK  WASTE 
RECLAIM  STRIP  MINES 


lokestack  scrubbers  installed  on  coal  power  plants  to  cut 
jlfur  dioxide  emissions  can  generate  up  to  22  tons  of 
i  an  hour— a  mixture  of  ash,  limestone,  and  gypsum.  Big 
'11  problem,  right?  Not  to  Ohio  State  University  agrono- 
,  civil  engineers,  and  economists.  They're  experimenting 
using  the  waste  to  reclaim  coal  strip  mines,  to  enrich  the 
f  farms,  and  to  create  a  concrete-like  building  material, 
e  researchers  treated  soil  samples  from  coal  mines  with 
ber  byproduct.  That  reduced  the  soil's  acidity  so  much 
hardy  grasses  and  alfalfa  grew  well,  raising  hopes  that 
ber  waste  could  restore  strip  mines  that  today  resemble 
[n  moonscapes.  The  grasses  were  safe  for  animals  to  eat. 
water  that  leached  out  of  the  test  sites  met  Environmen- 
totection  Agency  standards  for  agricultural  use,  says 
researcher  Warren  Dick,  an  agronomist.  Pending  EPA 
>val,  the  method  will  be  used  on  real  mines  starting  next 
The  Ohio  State  team  is  also  experimenting  with  spread- 
rubber  waste  on  acidic  farmland,  either  alone  or  combined 
nutrient-rich  sewer  sludge.  A  final  use  is  to  make  it  into 
d  of  concrete  for  roads  or  the  floors  of  cattle  feedlots. 


^CONDUCTORS  MAY  HELP 
DOTH  OUT  POWER  SURGES 


W hen  a  spike  of  electricity  comes  down  a  utility's  distri- 
f  bution  lines,  a  so-called  recloser  switch  pops  open  to 
set  electrical  equipment  from  being  fried.  The  current 
ng  into— but  not  through— an  open  switch  damages  its 
I  so  reclosers  must  be  replaced  frequently,  costing  util- 
around  $100  million  annually.  And  since  reclosers  cut 


off  power  while  they're  open,  they  can  wreak  havoc  on  com- 
puters and  other  sensitive  gear. 

High-temperature  superconductors  may  provide  relief.  The 
Energy  Dept.  recently  awarded  a  two-year,  $2.3  million  con- 
tract to  General  Dynamics  Space  System  Div.,  American 
Superconductor,  and  Southern  California  Edison  to  develop  a 
superconducting  device  that  tames  current  spikes.  If  it  works, 
says  Richard  P.  Hora,  a  General  Dynamics  vice-president, 
each  current  limiter  should  last  10  years.  And  because  it  will 
keep  the  juice  flowing  while  it  suppresses  spikes,  lights  should 
blink  out  less  often.  Hora  estimates  that  replacing  all  reclosers 
in  North  America  with  superconducting  current  limiters— at 
more  than  $100,000  apiece— would  cost  about  $1.5  billion. 


THIS  WATER  SOFTENER  GOES 
EASY  ON  THE  EARTH 


The  city  waterworks  of  Hamburg,  Germany,  is  testing  a  new 
method  of  softening  water  that  removes  minerals  from 
hard  water  without  producing  pollution.  The  technology  was 
developed  at  Israel's  Weizmann  Institute  of  Science,  and  a 
Dutch-Israeli  venture,  Ecosoft,  hopes  to  take  it  commercial.  Ec- 
osoft,  based  in  Rehovot,  Israel,  is  owned  by  Erecor  of  the 
Netherlands  and  Israel  Tambour  Ltd.,  a  paint  manufacturer. 

In  the  conventional  ion-exchange  method  of  water  softening, 
minerals  are  extracted  in  purifying  columns.  But  the  columns 
must  be  flushed  out,  and  the  cleaning  water  that  gets  dis- 
charged is  laden  with  salt,  which  pollutes  groundwater.  Alter- 
natives such  as  pushing  water  through  superfine  membranes 
to  filter  out  minerals  tend  to  be  more  costly.  Water  can  also  be 
softened  by  sprinkling  lime  on  reservoirs  or  ponds,  but  then  a 
sludge  settles  to  the  bottom  and  must  be  cleaned  out.  The  key 
to  Ecosoft's  process  is  a  filter  cake  made  from  lime.  When 
hard  water  is  treated  with  an  alkaline  solution  and  passed 
through  the  lime  cake,  the  dissolved  minerals  form  crystals  in 
the  cake,  which  can  be  removed  easily,  Ecosoft  says. 


BRINE  SHRIMP  MAY 

SAVE  LAB  ANIMALS— AND  HUMANS 


Brine  shrimp,  once 
mere  fish  food,  have 
a  higher  calling  at  Re- 
search Triangle  Institute 
in  Research  Triangle 
Park,  N.C.  They're  help- 
ing identify  chemicals 
that  could  hurt  mam- 
mals, including  people. 
Randolph  Sleet,  head  of 
the  institute's  compara- 
tive and  environmental 
toxicology  lab,  says  brine 
shrimp  could  be  used  to 
reduce  the  number  of 
animals  required  to  screen  potential  toxins.  And  the  price  is 
right:  $4  for  a  0-inch  tube  filled  with  1  million  embryos. 

Freshly  hatched  brine  shrimp  larvae  are  grown  in  the 
blood  serum  of  animals  that  have  been  exposed  to  a  toxin. 
Over  the  next  48  hours,  the  larvae  are  observed  for  swelling, 
missing  body  segments,  and  death.  If  the  toxin  affects  the  way 
shrimp  genes  build  proteins,  it  probably  will  also  affect  the 
way  that  genes  in  higher  organisms  build  them.  Sleet  has  used 
the  technique  to  explore  the  toxicity  of  heavy  metals  such  as 
cadmium  and  mercury,  and  is  now  exploring  2-methoxyethanol, 
a  solvent  used  in  making  semiconductor  chips. 
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'PUT  THE  H 
AND  KEEP  1 

EAD  IN  THE 
IT  THERE' 

BED 

Insiders  fuel  charges  of  fraud  and  conspiracy  at  National  Medical  Enterprises 

 .  .  

LEMUEL 


■  f  you  want  to  know  why  National 
I  Medical  Enterprises  Inc.  is  Public 
H  Enemy  No.  1  in  Washington's  crack- 
down on  health-care  fraud,  ask  Banning 
R.  Lyon.  Six  years  ago,  when  he  was  15, 
Lyon  was  despondent  over  his  parents' 
divorce  and  his  move  with  his  mother  to 
Dallas  from  Sonoma,  Calif.  A  school 
counselor  suggested  a  two-week  evalua- 
tion at  NME's  Brookhaven  Psychiatric 
Pavilion.  What  happened  after  that, 
Lyon  recalls,  was  "enough  to  drive  any 
sane  person  crazy." 

After  onh  a  few  days  inside  Brookha- 
ven, Lyon  wanted  out.  He  had  seen  oth- 
er patients  in  restraints  and  pleaded 
with  his  mother  to  get  him  released. 
But  hospital  staffers  warned  her  that 
Lyon  was  suicidal.  So  he  stayed.  And 
stayed.  And  stayed.  For  345  days,  until 
his  insurance  coverage  expired,  Lyon 
was  a  Brookhaven  resident.  And  for  7  of 
those  11  months,  Lyon  says  he  was  sub- 
jected to  "chair  therapy"— a  treatment 
that  required  him  to  sit  in  a  chair  facing 
a  wall  for  up  to  12  hours  a  day,  without 
talking,  reading,  or  doing  homework. 
Lyon's  therapy  racked  up  $41,400  in  doc- 
tor hills,  on  top  of  $127,300  in  hospital 
fees— some  of  which  he  alleges  were  for 
care  he  never  received.  "It  was  like  dy- 
ing and  going  to  hell,"  says  Lyon,  now 
22,  who  sued  Brookhaven  in  March  for 
fraud,  inflicting  emotional  distress,  and 
depriving  him  of  his  liberty. 

Brookhaven  doctors,  through  their 
lawyer,  deny  any  wrongdoing.  "All  treat- 
ment by  the  doctors  was  medically  nec- 
essary," says  attorney  Gary  L.  Richard- 
son. He  adds  that  the  "hilling  for 
treatment  and  services  rendered  was 
proper."  NME's  senior  vice-president  and 
associate  general  counsel,  Christi  Sulz- 
l>ach,  says  the  company  cannot  comment 
on  Lyon's  specific  charges  because  of 
patient  confidentiality  rules. 
WIDESPREAD  WEB.  Lyon's  case  is  just 
one  piece  of  a  full-scale  government  in- 
vestigation into  nme.  On  Aug.  26,  FBI 
and  other  agents  raided  11  of  NME's  psy- 
chiatric facilities,  and  grand  juries  in 
numerous  cities  are  probing  allegations 
of  false  medical  claims,  conspiracy,  kick- 


backs, and  fraud  against  Medicare,  Med- 
icaid, and  the  Pentagon's  insurance  plan. 
Prosecutors  are  trying  to  piece  together 
what  they  believe  was  a  complex 
scheme  starting  as  early  as  1988  and 
lasting  until  1992  involving  top  corpo- 
rate executives,  hospital  administrators, 
and  doctors  at  NME  hospitals  nationwide, 
according  to  sources  close  to  the  probe. 
One  prosecutor  predicts  simultaneous 
indictments  of  the  hospital  chain  around 
the  country  within  six  months. 

Prosecutors  and  patients  aren't  alone 
in  their  pursuit  of  NME.  Insurers  are  af- 
ter the  company,  too.  On  Sept.  29,  NME 
settled  suits  brought  by  Aetna  Life  Insu- 
rance, Metropolitan  Life  Insurance,  and 
CIGNA  for  up  to  $125  million,  without 
admitting  or  denying  claims 
that  it  repeatedly  defrauded 
the  insurers.  NME  says  it 
would  be  open  to  launching 
settlement  talks  with  Trav- 
elers Insurance  Co.  and  12 
other  insurers  that  have 
sued  NME.  But  no  formal 
meetings  have  been  set. 

The  scandals  in  NME's 
psychiatric  business  have 
battered  the  once  high-fly- 
ing company.  NME's  overall 
operating  profit  fell  to  $413 
million  in  fiscal  1993  from 
$578  million  in  1991.  Al- 
though NME's  primary  busi- 
ness is  general  hospitals,  its 
psychiatric  hospitals  are 
largely  to  blame  for  the 
downturn.  Operating  profit 
for  the  psychiatric  division 
plummeted  to  just  $3  mil- 
lion in  1993  from  $234  mil- 
lion in  1991. 

NME's  management  has 
undergone  a  drastic  over- 
haul in  an  attempt  to  put 
the  company's  legal  woes  to 
rest.  Gone  are  NME's  found- 
ers, including  former  Chair- 
man and  CEO  Richard  K. 
Earner,  and  other  high-rank- 
ing executives.  Neither 
Earner  nor  his  attorney 
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could  be  reached  for  comment.  Th( 
CEO,  Jeffrey  C.  Barbakow,  seems 
mitted  to  addressing  nme's  prob 
Since  his  arrival  in  June,  he  has  o 
six  board  members,  including  Ean 
TOUGH  TALK.  At  NME's  annual  meet 
Santa  Monica,  Calif.,  on  Sept.  29: 
bakow  pledged  to  cooperate  fully 
investigators.  "The  message  w> 
sending  is  clear,"  Barbakow  told 
dreds  of  angry  shareholders.  "Th( 
management  of  this  company  will 
on  the  highest  standard  of  conduc 
ethical  behavior  from  anyone  asso< 
with  NME." 

He  also  announced  that  NME  ha 
Richard  Kusserow,  former  Insp 
Genera!  for  the  Health  &  Human  Sj 


L,  in  charge  of  revamping  the 
uy's  compliance  program.  One  of 
ow's  first  acts  was  to  set  up  a 
in  late  September  for  employ- 
call  if  they  observe  questionable 
t  by  their  co-workers— a  move 
rrors  those  implemented  by  em- 
defense  contractors  in  the  1980s, 
itline  will  be  linked  directly  to 
op  management.  Later  this  year, 
ans  to  launch  a  toll-free  number 
ients.  "This  will  be  the  cleanest 
1  company  that  ever  existed  in 
S.,"  Kusserow  said  in  an  inter- 
le  earned  kudos  as  a  tough  cop 
t  HHS  from  1981  to  1992,  taking  a 
lar  interest  in  health-care  fraud, 
oefore  the  new  management  team 
<e  NME  into  the  future,  it  will 
to  deal  with  the  company's 
ourt  records,  interviews  with  for- 
r  NME  employees,  and  internal 
corporate  docu- 
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ments  obtained  by  BUSINESS  WEEK  ex- 
pose the  breadth  of  nme's  alleged  ruse. 
They  also  shed  light  on  the  previously 
unknown,  yet  pivotal,  role  doctors 
played  in  it. 

In  exchange  for  NME's  generous  com- 
pensation packages  and  a  steady  flow 
of  patients  from  the  hospital  to  their 
private  practices,  psychiatrists  allegedly 
kept  well-insured  pa- 
tients in  the  hospital 
longer  than  medically 
necessary  and  billed  for 
treatment  never  given. 
"The  corporate  cul- 
ture . . .  stepped  in  be- 
tween the  physician  and  the  pa- 
tient . . .  and  made  decisions  based  on 
economic  issues  rather  than  on  patient- 
care  issues,"  said  Dr.  Robert  Galak,  for- 
mer medical  director  at  NME's  Canyon 
Springs  Hospital  in  Cathedral  Springs, 
Calif.,  in  a  Jan.  14  deposition  in  the 
Travelers  case.  Galak  says  he  was  fired 
in  1989  after  a 
year  at  Can- 


Sept.  22  that  a  key  part  of  his  health- 
care package  is  a  "crackdown  on  fraud 
and  abuse  in  the  system." 

Health-care  shams  have  flourished 
throughout  the  mental-health  industry 
for  years.  But  they  have  gone  largely 
unnoticed— mostly  because  psychiatric 
claims  make  up  such  a  small  percent- 
age of  overall  insurance  claims  that  car- 


"TH/S  WILL  BE  THE  CLEANEST  HOSPITAL 
COMPANY  THAT  EVER  EXISTED  IN  THE  U.S." 
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I  because  he 
I     would  not  toe 

I  the  line.  NME's 
Sulzbach  says 
that  though  the 
company  set- 
tled his  wrong- 
ful-termination 

LYON'S  CHECK-IN 
PAPERS  INCLUDED 
HIS  PLEA  THAT  HIS 
ADMISSION  WAS 
"A  MISTAKE."  THE 
PLANNED  TWO- 
WEEK  EVALUATION 
STRETCHED  TO 

II  MONTHS. 

SAYS  LYON:  "IT  WAS 
LIKE  DYING  AND 
GOING  TO  HELL" 


'    I     suit  over  a  year 
|     ago,  Galak  never  cit- 
ed specific  examples 
of  patients  being  ad- 
mitted to  its  facilities 
I  unnecessarily. 

To  some  experts, 
I     the  allegations  against 
I     NME  and  its  doctors 
I     highlight  what  occurs 
all  too  often  in  health 
care:  a  clash  between 
medical  and  business 
objectives  in  which  busi- 
ness wins.  Karen  Morris- 
sette,  the  Justice  Dept.'s 
deputy  chief  of  fraud,  says 
medical  rip-off  artists  who 
charge  for  unnecessary  or 
nonexistent  care  account  for 
as  much  as  15%  of  the  na- 
tion's $900  billion  health- 
care tab.  That's  one  reason 
President  Clinton  vowed  on 


riers  haven't  paid  much  attention  to 
them.  In  addition,  doctors  are  reluctant 
witnesses,  opting  to  turn  a  blind  eye  to 
colleagues'  questionable  conduct  rather 
than  tip  off  authorities,  prosecutors  say. 

The  Justice  Dept.  has  about  a  half- 
dozen  probes  similar  to  NME's  under  way 
nationwide,  says  Philadelphia  Assistant 
U.  S.  Attorney  James  G.  Sheehan,  a 
medical-fraud  expert.  They're  part  of  a 
new  assault  on  health-care  scams  tar- 
geting back-scratching  by  doctors  and 
hospitals.  "Doctors  and  hospitals  have 
to  work  together  to  cheat  Medicare  and 
patients,"  says  Sheehan. 

The  alleged  cheating  at  some  nme  fa- 
cilities involved  maintaining  a  high  hos- 
pital "census,"  or  patient  head  count,  ac- 
cording to  internal  corporate  memo- 
randums and  marketing  materials.  A  hu- 
morous ditty  about  NME  penned  by  a 
company  it  hired  to  create  motivational 
videos  illuminates  this  strategy.  Sung 
to  the  country-western  tune  Looking  for 
Love  in  All  the  Wrong  Places,  it  goes: 

"No  more  looking  for  patients  in  all 
the  wrong  places, 

Slumming  for  admissions  in  non-in- 
sured spaces, 

Spanning  the  globe,  covering  my  bas- 
es, for  a  six-month  length  of  stay." 

To  achieve  their  revenue  goals,  some 
NME  hospital  administrators  tried  to  al- 
low only  cooperative  physicians  to  decide 
whether  patients  should  be  admitted, 
court  records  show.  When  it  came  to 
discharges,  "the  insurance  expiration 
date  decided  most  of  them,"  states  Rus- 
sel  D.  Durrett,  a  former  controller  at 
NME's  Twin  Lakes  Hospital  in  Denton, 
Tex.,  in  a  July  23  deposition  taken  in  the 
Aetna  and  Travelers  cases.  Durrett  says 
he  was  dismissed  because  of  Twin 
Lakes'  financial  difficulties  and  personal- 
ity clashes.  Sulzbach,  the  associate  gen- 
eral counsel,  says  Durrett  was  termi- 
nated because  he  was  incompetent. 

Sulzbach  declined  to  address  specific 
allegations.  But  generally,  she  argues 
that  Durrett's  accusations,  as  well  as 
those  brought  by  other  former  employ- 
ees, stem  from  practices  and  procedures 
the  company  has  discontinued.  In  addi- 
tion, Sulzbach  contends  that  the  doctors 


BUSINESSWEEK/OCTOBER  18,  1993  69 


and  corporate  officials  under  scrutiny 
are  no  longer  with  the  company.  "Tin's  is 
a  different  NME  than  [the  one]  that  may 
have  engaged  in  these  alleged  practices," 
says  Sulzhach.  She  adds  that  several  of 
the  charges  against  the  company  have 
been  brought  by  employees  who  were 
not  in  a  "position  to  have  personal 
knowledge  about  the  allegations." 
NEVER  ON  FRIDAY.  But  inquiries  thus  far 
have  turned  up  evidence  that  doctors 
who  insisted  on  letting  patients  go  be- 
fore their  insurance  ran  out  were  called 
in  for  a  meeting  with  top  management. 
The  agreement  usually  was  to  keep  the 
patient,  Durrett's  deposition  states.  The 
idea  was  to  "put  the  head  in  the  bed 
and  keep  it  there,"  according  to  Ralph 
A.  Roath,  a  former  patient  "intake  direc- 
tor" at  Twin  Lakes,  in  an  Aug.  23  depo- 
sition. Roath  says  he  was  fired  because 
of  a  personality  conflict  with  a  boss. 
NME  declines  to  comment  on  Roath's 
termination. 

Investigators  say  few  op- 
portunities to  boost  revenues 
were  overlooked.  At  some 
NME  hospitals,  Friday  dis- 
charges were  eliminated  to 
keep  the  head  count  high  over 
the  weekend,  according  to 
Durrett's  deposition.  Internal 
company  records  show  that 
special  entertainment  pro- 
grams, such  as  movies,  par- 
ties, and  sports  were  offered 
during  weekends  and  holidays 
to  keep  patients  from  leaving, 
thus  depriving  NME  of  reve- 
nue. Patients  were  given  23- 
hour  Saturday  and  Sunday 
passes— as  long  as  they  re- 
turned at  midnight,  when  the 
census  was  taken.  Patients 
who  wanted  to  leave  before 
their  insurance  ran  out  were 
persuaded  by  hospital  staff- 
ers to  stay  longer,  according 
to  court  records  and  inter- 
views with  ex-NME  employees. 

Also,  hospitals  encouraged 
their  medical  personnel  to 
chart  only  diagnoses  covered 
by  insurers,  according  to  an 


at  Bedford  Meadows  Hospital  in  Fort 
Worth  "to  get  the  patients  well  and  fol- 
low up  with  outpatient  treatment."  As  a 
result,  he  claims,  he  was  fired  in  1991  af- 
ter three  years  with  NME.  Chandler  is 
now  suing  NME  for  damaging  his  reputa- 
tion, practice,  and  livelihood.  NME  de- 
clined to  comment  on  Chandler's  suit. 

Members  of  the  medical  staffs  at  oth- 
er NME  facilities  also  raised  questions 
about  practices  they  saw  that  contribut- 
ed to  the  bottom  line  at  patients'  ex- 
pense. Jose  Carranza,  a  psychiatrist  at 
Laurelwood  Hospital  in 
The  Woodlands,  Tex., 
from  1982  until  the  hos- 
pital closed  in  1992,  had 
deep  reservations.  In  a 
Sept.  5,  1991,  letter  to 
Norman  Zober,  then- 
president  and  CEO  of 
nme's  speciality-hospital 
group,  Carranza  wrote: 


FORMER  NME  EXEC 
DURRETT  SAYS 
PATIENT  STAYS 
ENDED  WHEN  THEIR 
INSURANCE  DID 


Aug.  31  deposition  by  Twin  Lakes  com- 
puter manager  Deborah  K.  Parkey,  in  a 
lawsuit  filed  by  a  patient.  For  example, 
art  therapy  or  biofeedback,  treatments 
not  usually  covered  by  insurance  policies, 
were  billed  as  group  therapy.  Dual  diag- 
noses, such  as  chemical  dependency  or 
depression,  were  encouraged  by  man- 
agement because  they  had  a  better 
chance  of  capturing  benefits,  Parkey's 
deposition  states. 

Doctors  who  balked  at  unnecessary 
hospitalization  didn't  last  long.  Psychi- 
atrist Harold  M.  Chandler  told  managers 


"The  way  this  hospital  operates  is  not 
only  against  the  principles  of  most  basic 
medical  education,  but  I  believe  many 
current  procedures  are  unethical  and 
possibly  illegal."  He  cited  an  edict  that 
nurses  ignore  doctors'  orders  for  dis- 
charging patients. 

Doctors  who  stuck  with  NME  pros- 
pered. Twin  Lakes,  for  instance,  valued 
doctors  who  brought  in  patients  from 
their  private  practices,  according  to 
Parkey's  deposition.  She  says  the  hospi- 
tal kept  a  running  tab  of  the  number  of 
patients  doctors  referred  to  Twin  Lakes. 


Those  physicians  who  didn't  contrl 
their  fair  share  or  keep  patients  in  J 
enough  were  taken  off  the  hospital  j 
tion— a  costly  punishment,  since 
Lakes  rewarded  its  best  doctors  b 
ing  them  two  patient  referrals  for 
patient  they  brought  in,  accordi 
several  ex- staffers  as  well  as  "intal 
rector"  Roath's  deposition.  NME  dej| 
comment  because  of  pending  liti 

Consider  Dr.  Nishendu  Vasajl 
Twin  Lakes'  medical  director  fronxj 
to  1991.  A  good,  hardworking  pi  J 
atrist  by  most  acc<  I 
he  had  a  thriving  $ 
tice,  treating  more  I 
25  hospital  patierl 
a  time,  accordirl 
Durrett's  depositiol 
was  well  compenal 
$15,000  a  montHI 
about  a  10-hour  w 
50%  of  salary  as  al 
end  bonus,  and  M 
$20,000  a  month  tl 
er  rent,  staff,  and  tl 
services  for  his  pig 


practice,  Durrett  testified. 
"wave  therapy."  But  Vasavada  hi 
tie  time  to  see  his  patients,  says  ji 
dler,  who  served  as  Twin  Lakes'  cl 
director  in  1988.  Instead,  VasavadaS 
therapists  to  check  on  them  dailil 
notify  him  of  any  problems.  VasH 
often  met  only  briefly  with  his  pan! 
yet  he  charged  them  his  $125  feeB 
daily  visit.  Hospital  employees  I 
these  brief  encounters  "wave  therijl 
a  practice  in  which  busy  doctors  rm 
wave  hello  and  goodbye  to  patients 
cording  to  Roath's  deposition.  AH 
ernment  investigator  says  wave  t\M 
is  common  at  psychiatric  facilities.  H 
vada,  who  has  not  been  accusffl 
wrongdoing,  declines  to  discuss  hi™ 
pensation.  But  he  says  he  never  cdfl 
mised  medical  care.  Vasavada  aft 
that  psychiatrists  routinely  worwii 
teams  of  therapists  and  nurses  toffl 
patients  and  therefore  do  not  spew 
much  personal  time  with  patierti 
took  good  care  of  my  patients,'* 
Vasavada,  who  still  privately  H 
many  of  his  former  Twin  Lakes  paw 

The  well-being  of  patients  clear||J 
federal  prosecutors  worried.  On  H 
possibly  billions  of  dollars  lost  anup 
to  health-care  fraud,  they  are  conoro 
about  the  human  toll  of  these  praj» 
"This  kind  of  fraud  is  not  a  victim i< 
purely  financial  crime,"  notes  Juflp 
Morrissette.  Banning  Lyon  can  attt! 
that.  "I'm  a  different  person  fromflii 
I  went  in,"  says  Lyon,  who  now  awl 
a  community  college.  "It's  difficull 
me  to  trust  people."  Especially  dcttl 

By  Catherine  Yang  in  Washingtim. 
Eric  Schine  in  Santa  Monica,  Calwk 
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HEWLETT-PACKARD  DIGS  DEEP 
FOR  A  DIGITAL  FUTURE 


CEO  Piatt's  aim  is  to  create  blockbu 


W hen  Hewlett-Packard  Co.  an- 
rourced  ir  -July  iast  year  is: 
Lewis  E.  Piatt  would  take 
.'.  e:  r-:~  .  .-•  t  • :'  Ire  r  •-  T.hr 
A.  Young,  ft  kicked  to  oataders  as  if  the 
rew  guy  w->— c  imr.r.y  mar-~a:r  tre  stat- 
us quo.  After  all.  ir.  terms  ;:  trtfts  H? 
-.vas  vurcerrormirg  reariy  all  its  r.-mput- 
-.-  rr.-ais.  irsrjdirjg  2M  arc  Papal  Errrr- 
rrer.t  1'trp.  I*,  *'as  gairirg  ;r  high-ryirg 
.S"ir.  Microsystems  Eocu.  in  workstations, 
loo,  arc  etjtuinuing  to  murder  Japan  Inc. 
in  printers.  Smack  in  the  msdcfe  o:  a  re- 
EPs  esrniTigs  had  ;umred  44';-.  ir 
the  first  half  of  fiscal  I9&2.  Pktt.  ft 
seemed,  cook!  just  sj  back.  Mate  tip  one 
<vt  his  larevMcs.  arc  leisurely  peruse  his 
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WIRE  LESS  HANDHELD  PC 


Computer  Systems  Organization,  he 
could  see  a  revohioon  brewing:  Com- 
puters. wtniinmiiiirMrinn^  and  consumer 
electronics  were  rapidly  converging. 
That  is,  tek^ision  programs,  magazines, 
telephone  calls,  pop  musk— just  about 
everything  that's  created  or  recorded 
:  moved  ab<  r.  electron!  :-ally— is  r.eing 
realized  ir  digital  torn.  :re  Is  arc  Oe  of 
xrrt  iter  jode.  TVhith  "ears  that  ary  :f 
it  tar  he  moved  aryv. -ere  a  digital  net- 
work reaches,  through  wire  or  air.  And 
~-  the  entertainment.  ;  rg  and 

consumer  electronics  businesses  go  dig- 
ital, inuMbflKom-dollar  markets  promise 
:•:  tper  up  ir.  personal  xmmtmitariors. 
video  oe  demand,  interactive  games, 
home  shopping,  and  more. 

SECRET  WEAPON. 

Hewlht-Packari  though,  was  "ha:  t— 
spite  some  preliminary  stabs  at  plug- 
ging into  rife  convergence,  it  was  eor- 
,  spkuously  absent  from  the  mounting 
irerzy  :•:  tigita.  teal-makirg.  Vrllke 
IBM,  U  S  West,  and  Apple,  for  in-  ! 
stance,  HP  ■s-as  not  being  courted 
'  by  rredia  giants  such  as  Sony  and 
Time  Warner.  Without  a  role  in  the 
rew  digital  era— art  a  sigriiitar: 
tre— Piatt  realized  that  E?''s  f.ture 
would  he  limited.  Despite  its  ^0 
current  success,  the  company 
wouM  need  a  whole  new  series 
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gorles.  Ore  example:  a  iiagrosl 
-.err  designed  for  Ford  Motoi 
dealers.  It  combines  instrumen 
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n  most  Fords  and  stores 
al  signs  for  analysis  at 
age.  HP  beat  IBM  to  a  $63 
Ford  contract,  just  be- 
Big  Blue  lacked  in-house 
ement  expertise,  "hp's  in- 
ntation  was  the  key  fac- 
us,"  says  Ford  manager 
d  S.  Tedesco. 
le  new  world  of  interac- 
igital  media  and  data 
ghways,  HP's  technology 
J  come  in  handy  in  lots  of 
Birnbaum  told  Piatt.  Ca- 
operators  will  require 
igh-speed  computers  and 
lentation  to  blast  digitized 
iignals  into  homes  and  to 
se  glitches  along  the  way. 
ly,  the  combination  of  hp's 
ters  and  medical  instru- 
eould  make  remote  clinical 
ses  practical.  It  would  be  possible 
litor  a  patient  at  home,  send  the 
'er  a  network  to  a  remote  comput- 
analysis,  and  relay  the  findings— 
with  digitized  X-rays  and  other 
3— to  a  doctor  anywhere, 
illy,  Birnbaum  said,  there  would 
uge  consumer  market  in  handheld 
3  to  send  and  receive  information 
lew  wireless  networks.  Some  of 
oducts  for  the  digital  revolution, 

0  PRINTER* 

lified  versions  of  HP's  color 
>uter  printers  that  could  print  out 
jlor  frames  from  the  TV  screen 


INTERACTIVE 
NOTEPAD* 

Pen-based  computer 


such  as  hp's  palmtop  PCs,  were  ready 
for  market,  some  were  on  the  drawing 
board,  and  still  others  were  just  a  gleam 
in  some  engineer's  eye  (table). 

Piatt's  response:  ;Viva  la  revolution! 
Now,  by  marshaling  hp's  myriad  technol- 
ogies—some hidden  in  obscure  corners  of 
the  company— and  crossbreeding  them 
into  entirely  new  products,  this  unas- 
suming 52-year-old  engineer  is  pushing 
HP  into  its  third  technological  era.  Co- 
founders  William  Hewlett  and  David 
Packard  built  HP  around  test  and  meas- 
urement equipment— oscilloscopes  and 
the  like.  Young,  who  became  CEO  in 
1978,  pushed  HP  deep  into  computing 
and  communications.  Now,  Piatt  is  mix- 
ing a  range  of  technologies  to  put  hi 
out  front  in  the  coming  digital  era. 
Predicts  Birnbaum:  "hp's  going  to 
be  an  almost  totally  different  compa- 
ny 10  years  from  now." 
critical  mass.  That's  a  big  ambition. 
And  one  that  even  Birnbaum  isn't 
completely  sure  can  be  accomplished. 
"It's  much,  much  too  early  to  say  wheth- 
er this  is  really  going  to  work  or  wheth- 
er HP  can  organize  itself  to  do  this,"  he 
says.  In  typical  HP  fashion,  Birnbaum 
has  coined  a  techie  slogan— hp=mc2  (for 
measurement,  computing,  communica- 
tions). In  February,  Piatt  created  an 
MC2  Council,  composed  of  top  techni- 
cal and  marketing  people  from  all  over 
the  company,  to  pick  several  dozen 
potentially  big  markets,  from  which 
Piatt  will  choose  three  or  four  for 
full-scale  attack.  Already,  about  a 
third  of  HP  Labs'  $137  mil- 
lion budget  is  go- 


AUTO  ANALYZER 

A  system  for  Ford  dealers  that 
combines  an  HP  PC,  measurement 
instruments,  and  a  portable  "flight 
recorder"  to  analyze  car  problems 


ing  into  fundamentally  new 
products. 

The  effort  is  being  closely 
watched,  both  within  HP  and 
without.  Warns  one  HP  manag- 
er: "There  will  have  to  be  really 
hot  successes  in  the  next  year 
or  two,  or  it  could  fade  like  the 
code  names  of  a  project."  And, 
notes  Salomon  Brothers  Inc.  an- 
alyst John  B.  Jones  Jr.:  "There's 
been  no  real  meat  yet." 

Which  isn't  to  say  there  won't 
be.  In  October,  for  example,  HP 
expects  to  announce  a  potential- 
ly major  deal  with  Time  War- 
ner. The  cable  giant  will  give 
HP  color  printers  to  viewers  try- 
ing an  experimental  interactive 
cable  network  in  Orlando.  Hook- 
ing the  $300  devices  to  their 
TVs,  viewers  will  be  able  to 
print  out  shopping  coupons  and  magazine 
articles.  In  1995,  HP  plans  to  sell  a  print- 
er that  can  also  capture  stills  from  any 
video,  whether  it's  of  Madonna  or  baby's 
first  steps. 

Piatt,  unlike  many  computer  CEOs,  at 
least  gets  to  attack  the  digital  future 
from  a  position  of  strength  (table),  hp's 
$2.3  billion  minicomputer  business  is 
growing  20%  annually,  twice  the  indus- 

HEALTH  MONITORS* 

Sensors  and  devices  that  measure  vital 
signs  in  a  hospital-or  at  home— and  relay 
data  directly  to  a  doctor's  computer 


PHYSICIAN'S 
WORKSTATION* 

A  desktop  computer  linked  to 
patient  monitors  and  data- 
bases of  medical,  insurance, 
and  billing  records 
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try  average.  Workstation  sales  are  ex- 
pected to  advance  by  19%,  and  PC  ship- 
ments are  likely  to  double  this  year,  ac- 
cording to  market  researcher  bis 
Strategic  Decisions.  Even  its  test  and 
measurement  business,  although  matur- 
ing, is  far  outpacing  those  of  rivals. 

Another  plus  for  Piatt:  HP  has  already 
survived  the  wrenching  adjustments  that 
IBM,  DEC,  and  Apple  are  still  going 
through  to  become  more  competitive.  In 
the  late  1980s,  HP  recovered  from  a  late 
start  in  workstations  and,  in  the  early 
1990s,  successfully  attacked  the  creep- 
ing bureaucratization  that  was  slowing  it 
down.  And  it  has  been  on  a  determined 
companywide  effort  to  squeeze  out  costs. 
For  instance,  it  no  longer  stockpiles 
countless  versions  of  printers  and  PCs 
in  warehouses.  Instead,  it  stocks  com- 


digital-video  market.  Meanwhile,  DEC 
has  its  Alpha  microprocessor,  which  is 
more  powerful  than  anything  HP  makes 
and  could  help  the  beleaguered  mini- 
maker  in  both  workstations  and  larger 
computers. 

street  jitters.  Already,  Wall  Street  is 
looking  for  holes  in  the  Hewlett-Packard 
story.  After  bidding  HP  shares  up  to  a 
record  89'/  in  June,  investors  began 
dumping  the  stock.  Although  HP  had  re- 
ported a  44%  jump  in  profits  and  a  23% 
sales  increase,  to  $5  billion  for  the  July 
quarter,  analysts  who  had  been  expect- 
ing more,  perceived  a  slowdown  in  mo- 
mentum and  hit  the  sell  button.  On  Aug. 
17,  the  stock  slid  $6.75  for  a  few  hours 
before  settling  at  74.  And  while  reve- 
nues are  expected  to  grow  21%,  to  $19.9 
billion,  for  the  year  ending  Oct.  31.,  an- 


LAB  DIRECTOR 
BIRNBAUM:  HP  IS 
AFTER  "DESTROYER 
PRODUCTS 


ponents  and  software  at  distribution  cen- 
ters and  combines  them  at  the  last  min- 
ute to  match  each  customer's  order.  By 
such  changes,  HP  has  driven  operating 
expenses  from  41%  of  sales  in  1988  to 
30%  today.  Says  SoundView  Financial 
Group  Inc.  analyst  Russell  D.  Crabs:  "HP 
is  a  much  more  natural  candidate  for 
consumer  electronics  than  Apple." 

No  matter  how  well  it  manages,  how- 
ever, HP  today  is  in  businesses  where 
growth  is  slowing  and  margins  declining. 
So,  while  Piatt  prospects  for  new  mar- 
kets, he  can't  afford  to  miss  a  beat  in 
minis,  PCs,  printers,  workstations,  or 
measurement  gear.  Indeed,  HP  has  been 
outpacing  its  markets  by  grabbing  share 
from  rivals— who  now  want  it  back. 

In  workstations,  for  example,  Sun  Mi- 
crosystems has  refreshed  its  entire 
product  line  to  take  on  the  HP  models 
that  one-upped  it  in  1992.  And  Silicon 
Graphics  Inc.  has  been  selling  worksta- 
tions to  special-effects  studios  for  years, 
giving  it  a  big  head  start  in  the  new 


alysts  predict  revenue  growth  will  slow 
to  12%  to  15%  in  1994,  partly  because  of 
dropping  computer  hardware  prices. 

So  developing  new  markets  is  "abso- 
lutely critical"  to  hp's  long-term  survival, 
says  Goldman,  Sachs  &  Co.  analyst  Bar- 
ry Willman.  And  Piatt  thinks  he  sees  a 
couple  of  really  big  ones  that  play  to 
HP's  technology  triad:  The  first  is  the  in- 
formation superhighway,  that  awesome, 
nationwide  digital  network  that  Vice- 
President  Al  Gore  and  myriad  media 
and  electronics  executives  have  been 
getting  so  excited  about.  To  the  com- 
panies feeding  that  network  with  digi- 
tized TV  programming,  HP  intends  to 
supply  "video  servers"— specialized,  high- 
powered  computers  that  could  store 
thousands  of  movies  and  other  program- 
ming and  zap  any  one  of  them  to  an  in- 
dividual's home  on  request.  HP  also 
wants  to  supply  advanced  networking 
gear  and  special  test  instruments  to 
make  sure  that  digitized  reruns  of  Gilli- 
gan's  Island,  say,  show  up  with  at  least 


the  fidelity  of  a  videotape.  The  pfl 
market  for  video  servers:  $20  bilp 
2000,  says  HP  Vice-President  '. 
Frankenberg. 

The  other  market  is  in  the  hi 
self.  HP  wants  to  put  its  logo 
number  of  new  consumer  gadgets 
ing  with  handheld  remotes  and  ' 
troller  boxes  for  "interactive"  v 
Last  year,  hp  signed  a  deal  to 
$700  TV  set-top  controllers  to 
swer  Inc.  in  Reston,  Va.,  since  n 
Eon  Corp.  The  devices  will  help 
potatoes  play  games  and  shop  wit 
TV  sets.  Another  possible  prodi 
"interactive  notepad,"  cooked  up 
Labs,  that  connects  between  a  st 
phone  and  its  wall  socket  and 
people  miles  apart  edit  a  documen 
conversing  over  a  single  phone 

"We're  looking  for  new  multi 
dollar  businesses,"  says  Piatt.  "W 
things  that  will  turn  markets 
down."  Or,  as  Birnbaum  puts  it,  H 
ter  "destroyer"  products,  the  kir 
"will  put  an  old  industry  instantly 
business"— as  HP's  calculators  blev 
slide  rules  in  the  early  1970s. 

Those  who  have  watched  HP 
a  $4.3  billion  computer  printer  b 
from  virtually  nothing  a  decac 
don't  doubt  its  ability  to  focus  pr 
on  an  opportunity  and  then  poum 
that  success— hp's  biggest  coup 
1980s— came  out  of  a  highly  entrej 
rial,  free-standing  division.  Plat 
program  will  live  or  die  on  tha 
elusive  of  big-corporation  goals:  S3 
"Not  one  of  these  new  projects 
carried  out  by  a  single  Hewlet 
ard  organization,"  he  concedes. 
COFFEE  TALK.  That's  where  the  ne\ 
long  experience  and  low-key  pers 
will  play  an  important  role.  A  27-j 
veteran,  Piatt  doesn't  seem  terri 
removed  from  the  average  Silicon 
engineer.  He  drives  a  Ford  Tauru 
in  a  modest  home  in  a  Valley  s 
mows  his  own  lawn,  and,  for  rela 
likes  fishing  off  his  17-foot  boa 
wildest  thing  anybody  remember 
doing  was,  on  a  visit  to  Japan, 
tantly  taking  the  karaoke  mike 
out  /  Left  My  Heart  in  San  Fra 
And  that's  just  fine  around  the  spr 
Palo  Alto,  Calif.,  headquarters, 
not  a  cult  of  personalities,"  says  M 
Tolliver,  who  worked  under  Piatt 
now  at  MasPar  Computer  Corp. 

What  Piatt  has  is  an  intimate 
edge  of  hp— and  its  hidden  asse 
joined  HP's  medical  products  divi 
1966  and  later  managed  the  analyt 
struments  unit.  In  1986,  he  mo' 
computers,  where  he  decentralize' 
sion-making  and  cut  costs.  Says 
HP  manager  Daniel  J.  Warmenlflk 
now  CEO  at  Network  Equipments 


74  BUSINESS  WEEK/OCTOBER  18,  1993 


INFORMATION  PR 


THE  THREE  PHASES  OF  HP 


1978 

i  Young  becomes  CEO 
builds  up  HP's  computer 
ness.  In  1981,  he  begins 
pioneering  move  into 
3dy  reduced  instruction- 
romputing  (RISC) 


1939 

From  a  Palo  Alto  garage, 
David  Packard  and  William 
Hewlett  launch  the  compa- 
ny. Early  electronic  instru- 
ments include  an  audio  os- 
cillator, used  by  Disney 
Studios  in  making  Fantasia 


1993 

A  third  wave  begins  with  CEO  Lewis 
Piatt.  His  goal  is  to  launch  HP  into  the 
converging  worlds  of  computers,  com- 
munications, and  consumer  electronics 
using  HP's  unique  technology  blend 


ies:  "Lew's  strengths  are  attuned  to 
s  ahead."  HP  managers  applaud  his 
-to-earth  approach.  "He's  really  a 
jht  shooter.  He'll  sometimes  say, 

I  hope  you  understand  that,  I 
'  It  puts  the  responsibility  back  on 
says  Rick  Belluzzo,  general  manag- 
HP's  printer  operation, 
t  it  may  take  more  than  a  Mr.  Nice 
ipproach  to  get  everybody  behind  a 
ebulous  vision.  Since  becoming  CEO, 

has  held  more  than  100  "coffee 
'  with  employees  around  the  world 
omote  his  strategy.  Still,  in  parts  of 
■ompany,  says  Byron  J.  Anderson, 
ral  manager  of  the  communications 


test  business,  the  reaction  to  Piatt's  MC2 
drive  is  "kind  of  in  the  'Say  huh?'  phase." 
Dozens  more  meetings  are  planned,  and 
Piatt  has  tied  division  managers'  raises 
partially  to  how  well  they  collaborate. 

Another  change  is  a  new  emphasis 
on  partnerships  to  get  into  new  markets 
fast.  Last  year,  for  example,  an  HP  team 
tapped  American  Telephone  &  Tele- 
graph Co.  and  Japan's  Citizen  Watch 
Co.  to  help  rush  out  a  new  disk  drive 
just  1.3  inches  in  diameter.  Previously, 
HP  had  made  disk  drives  on  its  own. 
Now,  it's  working  with  IBM  on  speeding 
up  office  networks  to  handle  video.  At 
the  same  time,  HP  is  making  small 


acquisitions  to  fill  out  its  technology 
cupboard,  such  as  its  September  pur- 
chase of  BT&D  Technologies  Ltd.,  a  Brit- 
ish maker  of  communications  chips.  Says 
Piatt:  "We  know  we  can't  do  it  all 
ourselves." 

In  terms  of  style,  the  biggest  chal- 
lenge may  be  diving  into  the  maelstrom 
of  digital  deal-making.  HP  is  not  an  out- 
fit that  quickens  the  pulse  of  the  digital 
cognoscenti  the  way  the  mere  mention 
of  certain  "multimedia"  startups  does. 
At  HP,  you  can  still  find  many  45-year- 
old  engineers  in  thick  glasses  and  short- 
sleeved  white  shirts  who  would  rather 
take  their  kids  to  the  company  picnic 
than  sip  espresso  with  a  Hollywood  hon- 
cho.  "The  most  critical  issue  is  relation- 
ships," says  Jones  of  Salomon.  "I  haven't 
seen  enough  announcements  to  see  that 
they're  assured  of  success.  They're  clear- 
ly not  a  shoo-in." 

"CREWCUTS  TO  ponytails."  On  the  other 
hand,  this  won't  be  hp's  first  trip  to 
Hollywood.  Its  first  product— an  audio 
oscillator,  for  generating  precisely 
pitched  tones— went  to  Disney  Studios  to 
help  make  Fantasia  in  1939.  Moreover, 
for  years  HP  has  been  selling  instrumen- 
tation to  the  same  microwave,  radio, 
and  cable-TV  company  engineers  who 
are  now  setting  off  the  global  explosion 
in  wireless  and  cable-based  communica- 
tions services. 

In  a  move  that  has  strong  symbolic 
overtones,  HP  last  year  gutted  its  oldest 
division,  a  moribund  maker  of  micro- 
wave components,  and  in  a  matter  of 
months  transformed  it  into  the  Video 
Communications  Div.  "We've  moved  from 
crewcuts  to  ponytails,"  says  engineer  Al 
Kovalick,  who  says  he's  having  fun  learn- 
ing the  Hollywood  market.  In  just  nine 
months,  the  reborn  unit  invented  test 
gear  for  TV  studios  and  since  then  devel- 
oped a  large-scale  video  server  that  will 
be  introduced  in  the  next  few  months. 
Says  division  general  manager  James  Ol- 
son: "None  of  this  could  have  happened 
outside  the  current  environment  of  HP." 

Already,  Piatt's  blending  of  instru- 
mentation, computers,  and  networks  has 
been  a  tonic  for  some  of  hp's  old  busi- 
nesses. Phone  companies  have  become 
big  minicomputer  customers,  for  in- 
stance, partly  because  of  the  link  be- 
tween HP's  computers  and  test  instru- 
ments, which  can  flag  network 
problems. 

The  critical  factor,  however,  will  be 
entirely  new  products.  Which  is  just  fine 
with  many  HP  engineers:  They  spy  a 
chance  to  return  to  their  first  love,  in- 
venting fundamentally  new  gadgets,  not 
just  boring  upgrades.  "It  has  put  a  spring 
in  the  step  of  everybody  here,"  says  Gary 
Baldwin,  director  of  HP's  Solid-State  Tech- 
nology lab.  And,  eventually,  it  might  put 
money  in  HP's  coffers,  as  well. 

By  Robert  D.  Hof  in  Palo  Alto,  Calif. 


WON  PROCESSING 


BUSINESS  WEEK/OCTOBER  18,  1993  75 


FROM  HUGHES 
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House,  wife,  pride:  A  laid-off  defense  engineer  almost  loses  it  all 


Jack  Tancredi  is  an  engineer,  so  he's 
used  to  dealing  in  facts.  And  the 
facts  he  had  the  day  he  lost  his 
job  just  didn't  add  up. 

First  of  all,  his  team  at  Hughes  Air- 
craft Co.  was  in  the  middle  of  a  lucra- 
tive contract  with  the  Dutch  navy  to 
design  targeting  devices  for  Gattling 
guns.  Second,  and  more  important,  Jack 
was  a  key  member  of  the  team.  Only 
two  months  earlier,  the  marketing  de- 
partment had  sent  him  on  a  big  trip  to 
Amsterdam  for  the  project,  and  his 
presentation  had  been  well  received.  At 
54,  Jack  felt  good  about  his  career.  In 
fact,  he  had  never  really  felt  better  dur- 
ing his  32  years  in  the  defense  indus- 
try—13  of  them  at  Hughes. 

He  had  worked  for  big  organiza- 
tions most  of  his  life,  so  when  his 
boss  called  him  into  his  spacious  office 
that  afternoon,  Jack  had  that  vaguely 
queasy  sensation  that  something  was 
about  to  change.  He  knew  it  was  dan- 
gerous to  assume  the  change  might  be 
positive,  but  as  he  walked  up  the  hall, 
he  couldn't  resist  wondering  if  a  pro- 
motion was  in  the  offing.  Instead,  his 
boss  sat  him  down  and  unceremoniously 
asked  for  his  security  badge.  "Jack,"  he 
said,  "we're  making  some  changes,  and 
there's  no  place  for  you  in  our  future." 
spiraling  down.  It's  almost  two  years 
later  now,  and  Jack  Tancredi  still  feels 
deeply  betrayed.  Most  of  the  time,  his 
emotions  are  filed  carefully  away,  but 
when  pressed  he'll  recount  how  he 
threw  down  the  badge,  hurled  an  ob- 
scenity at  his  boss,  and  stormed  out  of 
the  building  feeling  angry  and  defiant. 
The  anger  is  still  there,  hut  the  defi- 
ance has  been  replaced  by  an  empty 
well  of  frustration.  "It  never  dawned  on 
me  I  would  lie  out  of  work,"  he  says. 

The  'same  is  probably  true  for  the 
121,000  other  defense  and  aerospace 
workers  who  have  lost  their  jobs  in  Los 
Angeles  County  since  1988.  They  are 
being  swept  downward  by  a  region 
caught  in  a  stubborn  decline.  Nearly  1 
million  workers  have  been  idled  nation- 
wide as  a  result  of  the  steady  post-Rea- 
gan-era defense  cutbacks.  In  batches  of 


2,000  or  5,000,  sometimes  more,  some- 
times less,  they  have  bled  out  of  compa- 
nies like  Hughes,  Lockheed,  Northrop, 
and  McDonnell  Douglas.  The  headlines 
have  chronicled  the  trend,  but  rarely 
the  bewildering  experience  of  living  as  a 
labor  statistic. 

For  Jack,  the  good  news  is  that  he 
has  finally  found  a  job.  The  bad  news  is 
that  it's  with  a  thinly  capitalized  engi- 
neering startup  at  34%  less  pay.  He's 
not  complaining.  He's  just  glad  to  be 
back  to  work.  But  the  experience  has 
plainly  worn  him  out. 

Jack  can  still  re- 


mem  her 

the  feeling  he  had  when 
he  first  stepped  off  the  plane  from  New 
Jersey  in  1979.  March  had  been  gray 
and  chilly  back  home,  but  Los  Angeles 
was  as  advertised:  warm  and  bright.  As 
the  first  dry  California  breeze  swept 
across  his  face,  he  knew  he  had  made 
the  right  choice.  "At  that  moment,  I  be- 
came a  native,"  he  recalls.  "This  was 
the  place  where  I  wanted  to  he." 

Of  course,  thousands  of  other  engi- 
neers and  scientists  had  flocked  to  plac- 
es such  as  Torrance,  Long  Beach,  and  El 
Segundo  during  the  cold  war.  But  for 
Jack,  California  and  Hughes  were  espe- 


cially sweet.  After  growing  up 
working-class  Italian  neighbor  lift 
New  York  City,  he  had  won  an  an 
ment  to  West  Point— only  to  be  m 
out  for  discipline  lapses.  He  finis!  I 
training  at  the  City  University  (■ 
York  and  worked  for  18  years  ■ 
electronics  engineer  in  a  nondescr 
fense  Dept.  job  in  New  Jersey.  E 
by  comparison,  was  nirvana.  It  ' 
elite  aerospace  company,  long  knc 
its  job  security,  top  pay,  and  lavi: 
efits.  As  he  set  up  a  home  with  h 
and  three  kids,  Jack  felt  he  had  ( 
a  life  of  drudgery  for  something 
surably  better. 

Ja-vv'  .va-u't  exactly  a  star  at  r 
nit  >'.•  prospered  there.  As  a  pt 
man.  ;er,  he  headed  teams  dev( 
advanced  microwave  tubes  for 
targeting  devices.  He  was  reco 
as  an  expert  in  electron  bean 
nology.  His  easy  manner  and  ab 
translate  complex  issues  int( 
talk  made  him  a  favorite  in  th 
keting  department.  He  travel 
country  presenting  technical 
to  engineering  groups.  Mar 
trips  to  Europe  and  Asia  we 
uncommon.  By  1991,  Jack  wa 
ing  in  $83,000  a  year  whih 
manding  a  staff  of  20  peoph 
There  were  plenty  of  pe 
triumphs  as  well.  Surging 
tate  prices  made  Jack  look 
when  he  sold  his  first  Cal 
house  for  a  gain  of  $75,00 
two  years  after  buying  it.  He 
ered  a  painful  divorce  from  hi; 
wife,  but  went  on  to  marry  Linett 
kelle,  a  studio  photographer  wh< 
met  in  Monterey.  They  bought  a 
in  Torrance,  minutes  from  Jack 
Linette  set  up  a  studio  nearby. 

When  Jack  lost  his  job,  Linett 
as  astounded  as  he  was.  "I  thouj 
was  making  a  bad  joke,"  she  se 
just  knew  there  was  no  way  he  co 
replaced."  But  in  hindsight,  both  11 
they  should  have  seen  it  coming  I 
headlines  had  been  relentless.  Peni 
cutbacks  had  produced  wave  afterto 
of  layoffs  as  programs  such  as  til 
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I  1  reputation 

was  solid  and  his 
division  was  thriv- 
ing, but  Pentagon 
cutbacks  hit 
Hughes  as  hard 
as  any  contractor. 
Since  1986,  it 
had  had  to  re- 
duce its  work 
force  by  30% 


er  and  A- 12  attack  jet  were  sacri- 
Jack's  division  was  thriving,  but 
es  itself  was  hit  as  hard  as  any 
actor.  Since  1986,  it  had  reduced 
ork  force  by  30%. 

lette's  business,  too,  had  faltered 
e  local  economy  headed  south.  Af- 
sars  of  frothy  growth,  Los  Angeles 
ty  abruptly  developed  a  9%  unem- 
nent  rate.  In  October,  1991,  the 
h  before  Jack  was  let  go,  five  cou- 
Linette  was  to  have  photographed 
•led  or  postponed  their  weddings. 
)f  a  sudden  my  nice  yuppie  engi- 
-  no  longer  had  jobs,"  she  says. 
by  step.  Despite  the  harrowing  lay- 
umbers,  Jack  wasn't  overly  wor- 
ibout  his  predicament  when  he  was 
aid  off.  His  division  gave  him  three 
hs'  notice— more  than  enough,  he 
;ht,  to  find  a  new  position  within 
es.  He  continued  to  work,  although 
oss  said  he  didn't  have  to.  And  he 
the  rounds  within  the  company  in 
n  hope  he  would  be  rehired, 
at  proved  a  costly  mistake.  Pete 
tas,  a  former  Hughes  marketing 


manager,  notes  Jack  never  really  had  a 
chance  of  being  rehired,  despite  a  solid 
reputation.  "He  wasn't  part  of  the  in- 
ner circle  [in  other  units],"  Koustas  ex- 
plains. "Most  managers  had  been  there 
since  college.  They  protected  their  own." 

Hughes  won't  comment  about  the  cir- 
cumstances surrounding  Jack's  layoff. 
But  the  company  is  taking  action  on  be- 
half of  its  laid-off  workers.  In  Septem- 
ber, Hughes  received  a  $10  million  fed- 
eral grant  to  fund  an  experimental 
program  to  help  find  jobs  for  its  idled 
employees.  For  Jack,  though,  the  grant 
came  too  late. 

It  wasn't  until  April,  five  months  after 
losing  his  job,  that  he  finally  began 
thinking  seriously  about  looking  outside 
for  work.  At  the  Defense  Dept.  back  in 
New  Jersey,  Jack  had  worked  with 
many  engineers  at  big  outside  contrac- 
tors. Those  contacts,  he  assumed,  would 
provide  an  "in"  someplace  else.  But  as  he 
went  clown  the  list,  he  was  astonished  to 
find  that  virtually  all  of  the  people  he 
knew  in  the  industry  had  either  recent- 
ly retired  or  been  let  go.  Suddenly,  Jack 


began  to  feel  the  storm  clouds  gather. 
"It  was  a  shaky  time,"  he  says.  "There 
was  no  one  I  could  call." 

Despite  the  blowup  at  his  boss.  Jack 
is  not  an  outwardly  emotional  man.  He 
speaks  slowly,  his  responses  are  meas- 
ured. He  approaches  hurdles  as  many 
engineers  do:  They  are  definable  prob- 
lems with  logical  answers.  As  his  plight 
became  clear,  he  sketched  out  the  blue- 
print of  a  solution.  He  would  maintain  a 
strict  schedule  in  the  mornings,  writing 
letters  and  sending  out  resumes  (300  in 
all).  In  the  afternoons,  he  would  help 
Linette  with  her  photography  business. 
Each  step  would  lead  to  another.  Finally, 
the  answer  would  emerge. 

The  structure  helped,  but  as  Jack  wad- 
ed into  the  system  of  government-  and 
industry-financed  retraining  programs, 
his  anxiety  grew.  The  local  Private  Indus- 
try Council  required  that  he  attend  two 
weeks  of  tedious  classes  on  resume  writ- 
ing and  interviewing  techniques  to  gain 
access  to  a  listing  of  jobs.  The  best  the 
council  could  come  up  with  was  a  position 
managing  the  line  at  a  local  stationery 
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plant.  While  Jack  thought  both  the  job 
and  the  $40,000  salary  were  beneath  him, 
he  didn't  say  no  immediately.  They  did. 
Since  he  didn't  speak  Spanish,  he  wasn't 
even  called  in  for  an  interview. 

By  July,  1992,  the  Tancredis  were 
running  out  of  money.  Jack  had 
stretched  his  14  weeks'  severance  pay 
far  enough  to  cover  the  bills  through 
June.  Once  that  dried  up,  there  was 
only  the  income  from  Linette's  studio 
work,  and  that  wasn't  even  covering  ex- 
penses. To  save  money,  Jack  canceled 
their  health  insurance  policy,  figuring 
the  $480  premium  would  buy  two 
months'  groceries.  That  still  left  a 
$2,900  monthly  mortgage  pay- 
ment. And  with  no  job,  refinanc- 
ing was  out  of  the  question. 

Late  that  month,  Jack  made 
the  hardest  telephone  call  of  his 
life.  Contrite  and  embarrassed,  he 
rang  up  his  84-year-old  mother  in 
New  York  and  borrowed  $5,000. 
His  brother,  a  New  York  postal 
worker,  came  through  with 
$10,000  more.  With  no  further  re- 
lief in  sight,  Jack  and  Linette  de- 
cided to  take  some  drastic  steps. 
Linette  let  go  her  two  photo  as- 
sistants—Jack would  do  their 
work— and  Jack  moved  her  equip- 
ment into  their  home. 

The  master  bedroom  became 
the  studio.  Jack  and  Linette 
moved  their  quarters  into  a 
cramped  guest  room.  The  living 
room  became  the  lobby,  dominat- 
ed by  a  large  doll  in  a  wedding 
dress  standing  on  a  table  behind 
the  couch.  On  the  walls  hung 
samples  of  Linette's  work:  wed- 
ding shots,  baby  portraits,  and 
several  "boudoir"  shots  of  young 
women  in  lacy  lingerie.  Amid  it 
all  sat  a  snapshot  of  Jack  with 
his  two  grown  daughters  and  son. 

A  lew  weeks  later,  Jack  finally  got 
some  good  news.  He  was  invited  to  fly  to 
Waxahachie,  Tex.,  to  interview  for  a  post 
on  the  Superconducting  Super  Collider 
program.  It  was  his  first  interview  in 
two  months,  and  only  the  third  since  he 
had  lost  his  job  eight  months  earlier.  He 
had  already  written  his  resume  to  mask 
his  age.  Now,  on  the  eve  of  the  big  inter- 
view, he  decided  to  go  one  step  further: 
He  dyed  his  graying  sideburns  and  mus- 
tache jet-black.  "I  felt  I  absolutely  had  to 
present  a  youthful  image,"  he  recalls. 
LOOMING  DISASTER.  The  all-day  inter- 
view sessions  went  so  well  that  Jack 
assumed  he  had  the  job.  But  when  two 
weeks  went  by  without  a  word,  he  final- 
ly called,  only  to  learn  he  had  been 
passed  over.  "I  was  so  dumbfounded  I 
didn't  even  think  to  ask  why,"  he  re- 
calls. He  consoled  himself  with  the  news 


that  General  Dynamics  Corp.  in  Fort 
Worth  had  laid  off  5,000  workers  since 
his  interview,  creating  a  surplus  of  local 
engineers  for  the  job.  But  losing  the 
chance  left  him  feeling  worthless  and 
powerless,  about  as  bad  as  he  had  eyer 
felt.  "It  was  the  absolute  low  point  for 
me,"  he  says.  "I  felt  that  I  was  of  no  val- 
ue to  anybody." 

As  it  turned  out,  the  Texas  interview 
was  the  last  Jack  was  going  to  have  for 
more  than  a  year.  And  as  summer 
turned  to  fall,  his  relationship  with  Lin- 
ette began  to  deteriorate.  Jack  plunged 


^   onstant  togetherness  and  anxiety 

 I  about  losing  their  home  nearly 

undid  the  Tancredis'  marriage 


into  his  wife's  photography  business, 
carrying  cameras  and  adjusting  lights. 
But  by  now,  he  was  driving  her  crazy. 
She  couldn't  accept  that  Jack,  once  such 
a  success,  had  been  out  of  work  for  a 
year.  And  the  constant  togetherness  was 
becoming  unbearable.  "Every  single  day 
you  get  up  and  face  each  other,"  she 
says.  "Before,  Jack  had  his  career  and 
he  was  good  at  what  he  did.  And  I  did 
what  I  did.  Now,  all  of  a  sudden,  he's 
trying  to  do  what  I  do.  It  was  horrible. 
We  yelled  all  the  time." 

The  dreary  monotony  was  broken  in 
January,  1993,  when  Jack  entered  an 
intensive  retraining  program  to  learn  en- 
vironmental engineering.  Classes  lasted 
10  hours  a  day,  with  tests  in  chemistry, 
waste  management,  and  environmental 
law.  Jack  jumped  in  with  both  feet.  "I 
tell  you,  Jack  was  always  first  with 
an  answer,"  says  former  Hughes  co-work- 


er Kantesh  Gupta,  another  vetm 
The  program  ended  in  April,  ft 
August,  Jack  hadn't  gotten  a  sin« 
ble  from  any  of  the  dozens  of  em 
mental  companies  where  he  had  im 
The  money  was  running  out  agap 
for  the  first  time,  the  Tancredim 
ously  feared  losing  their  home.  Tift 
way  they  got  to  sleep  at  night  w; 
the  drone  of  the  TV  in  the  back; 
Linette  found  herself  breaking  int 
randomly  during  the  day.  Sitting  i 
living-room-turned-waiting-room 
afternoon,  she  could  hardly  cont; 
frustration  with  Jack  a 
situation.  "We  are  this  c 
becoming  homeless,"  sh< 
holding  her  thumb  and 
finger  almost  together. 
help  found.  Jack,  never 
of  a  churchgoer,  began  t| 
as  the  summer  wore 
wonders  if  maybe  that' 
finally  paid  off.  One 
morning  late  in  Augu 
came  across  a  two-lin 
wanted  ad  in  the  Los 
Times.  A  company  called 
ican  International  Techn 
Inc.  was  looking  for  an 
in  electron  microwave  tul 
nology.  Jack  faxed  over 
sume,  went  in  for  an  int 
and  was  hired  the  next 
Just  like  that. 

AIT  is  a  tiny  company 
five  years  ago  by  a 
Hughes  engineer.  It 
high-tech  systems  that  cl< 
uid  waste  and  speed  up  tl 
ing  process  of  ink  used 
bels  and  paper  currenc 
company  has  six  employe] 
an    annual    budget  of 
$350,000— mostly  in  gran 
Lawrence  Livermore  Lai 
ries.  Jack  makes  $55,000,  and  hisi 
to  help  design  the  product.  He  alsi 
track  of  finances  while  the  pr< 
combs  the  country  for  investors, 
Linette  says  the  new  job  has 
their  marriage.  "I  was  waiting  for 
get  a  job  so  I  could  leave,"  sh 
bluntly.  "But  there's  been  a  drast] 
sonality  change  in  him.  He's  moi 
the  person  I  used  to  know,  the  pel 
married."  AIT  doesn't  provide  the! 
rity  of  a  Hughes,  but  Jack  is  ceil 
willing  to  take  his  chances.  The  <fl 
thing  is  that  the  new  job  gives  hirl 
a  measure  of  his  lost  dignity. 
important,"  he  says,  "is  feeling  rl 
sible  for  something  again  and  tl 
someone  put  faith  in  me  again."  Fo|3 
Tancredi  and  the  thousands  moil 
him,  having  a  job  at  all  is  Calil 
dream  enough  these  days. 

/>'//  Erie  Sehine  in  Torrance,^ 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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ding  a  job  with  a  future,  one  that  is  related  to  their  edu- 
3n,  that's  the  ultimate  test  college  graduates  face  today.  A 
d  education  isn't  enough.  Students  need  both  the  theory 
the  practical  application  of  that  theory  which  are  necessary 
n  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  education 
prepares  students  to  meet  the  demands  of  American  busi- 
es. Taught  by  instructors  with  real-world  experience.  So 
luates  will  be  better  prepared  to  handle  the  jobs  tomorrows 
inological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today,  ITT  Tech,  part  ol  ITT's  Financial  &  Business  Services 
group,  is  one  of  the  leading  private  career-focused  programs 
in  the  U.S.  Teaching  entry  level  skills  tor  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 

fields.  It's  good  to  

know  our  invest-      TITirfl  Were  more 

ment  is  working.    JL  JL  JL  than  just  our  name. 


FINANCIAL  &  BUSINESS  SERVICES     ITT  MANUFACTURED  PRODUCTS     ITT  RAYONIER     ITT  SHERATON 
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GAMING  I 


VIVA  LAS  VEGAS:  THE  MOM 
GRAND  CASINO,  OPENING 
THIS  WINTER,  WILL  GIVE  OTHER 
FLASHY  NEWCOMERS 
SOME  STIFF  COMPETITION 


WILL  TOO  MANY  PLAYERS 
SPOIL  THE  GAME? 


As  gambling  spreads,  some  operators  may  have  to  fold  their  hands 


s 


teve  Wynn  wanted  the  Oct.  27 
grand  opening  of  his  Treasure  Is- 
land casino  to  be  unlike  any  other 
in  the  gaudy  history  of  Las  Vegas.  The 
chairman  of  Mirage  Resorts  Inc.  planned 
to  blow  up  the  Dunes  Hotel,  a  decrepit 
.'38-year-old  landmark  he  acquired  in  Jan- 
uary, as  part  of  an  elaborately  staged 
battle  between  a  simulated  British  frig- 
ate and  a  pirate  ship  roaming  the  wa- 
ters encircling  Treasure  Island.  Alas, 
like  so  many  Vegas  dreams,  Wynn's  idea 
went  up  in  smoke:  On  Sept.  20,  the 
Dunes  burned  flown  all  by  itself  after  an 
electrical  fire. 

Few  industries  are  as  hot  these  .c... 
days  as  the  gaming  and  casino 
business.  Hungry  for  the  tax  reve- 
nues from  gambling,  state  and 
local  governments  are  allowing 
new  casinos  in  South  Dakota 
mining  towns,  up  and  down  the 
Mississippi  River,  and  on  Indian 
lands  in  Connecticut,  California, 
and  points  in  between.  The  casi- 
no industry  took  in  $10.2  billion 
in  1992,  and  gambling  experts 
think  that  will  double  by  the 
year  2000.  "Gambling  will  be  the 
biggest  form  of  entertainment 
in  the  country,"  says  Fort  Worth 
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investor  Richard  E.  Rainwater,  who 
holds  options  to  buy  a  14%  stake  in  slot 
machine  operator  United  Gaming  Inc. 
"Bigger  than  movies,  sports,  even  eat- 
ing out." 

DANCES  WITH  DICE.  As  any  all-night 
blackjack  player  will  tell  you,  though, 
there's  no  such  thing  as  a  sure  bet.  With 
dozens  of  companies  spending  hundreds 
of  millions  to  jump  into  gaming— not  to 
mention  veteran  investors  such  as  Mar- 
vin Davis  and  even  celebrities  such  as 
Del  >1  )ie  Reynolds  and  Kevin  Costner— 
someone  is  bound  to  get  hurt.  "There's 
going  to  be  a  shakeout  and  a  consolida- 
tion, just  like  any  other  boom  indus- 
try," predicts  Charles  Avonsino,  I 
president  of  Hilton  Corp.,    „  ,  A™"^ 
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a  veteran  operjj 
casinos. 

Nowhere  a  j 
risks  greater  4 
Las  Vegas.  Jul 
weeks  before  Tj 
Island  opens, 
Circus  Entej 
Inc.    will  opd 
$390  million  pjj 
shaped  Luxor 
And  in  mid-Ded 
Kirk  KerkoriarJ 
Grand  Inc.  wil 
a  new  5,000-ro 
tel  and  casino, 
rian  is  pouring 
lion  into  the  p 
which  includes 
acre  theme  par 
goal  is  to  lure] 
lies,  preferabbj 
parents  who  ar 
machine  enthu 
"Our  studies 


BETTING  THE  RANCH 


Developer 

Projetl 

Cost 

(Millions) 

KIRK  KERK0RIAN 

MGM  GRAND 

$1,030 

MIRAGE  RESORTS 

TREASURE  ISLAND 

$450 

CIRCUS  CIRCUS  ENTERPRISES 

LUXOR 

$390 

PR0MUS  CORP. 
/CHRIS  HEMMETER 

NEW  ORLEANS 
CASINO 

$500  * 

ITT  SHERATON  CORP. 

DESERT  INN 

$160  ** 

'Eslimale  "Excludes  cost  of  upgrading  hotel  ond 

casino                 DATA:  COMPANY  REPORTS,  BW 

that  only  15%  of  Americans  havw 
been  to  Las  Vegas,"  says  MGM  ■ 
Chief  Executive  Robert  R.  Maxew 
have  plenty  of  room  to  grow." 

Perhaps.  When  new  casinos  thJfc 
Las  Vegas,  however,  it  is  usually  1 
expense  of  existing  players.  ThB 
tery  Mirage  and  the  Excaliburw 
been  luring  new  tourists  since* 
opened  in  1989.  But  in  the  same  m 
five  other  stalwarts,  including  the  ■ 
and  the  Riviera,  have  gone  banft 
Indeed,  average  pretax  profits  a\om 
Vegas  strip  last  year  were  only  sip 
higher  than  in  1987,  according  to  I 
analyst  Saul  F.  Leonard.  With  ai 
development,  Leonard  says  theB 
will  have  a  serious  excess-capacity  ir 
lem  for  the  next  two  years. 

Outside  the  oasis  of  Las  VegasJj 
bling  is  becoming  even  more  dicl 
Atlantic-  City,  for  example,  bus  1 
has  dropped  10%  in  1993,  while  ol 
wagering  is  up  a  paltry  2.4%,  am 
ing  to  the  industry  newsletter  Am 
City  Action.  The  reason?! 
woods,  a  new  casino  operate 
Native  Americans  in  Led! 
Conn.,  is  siphoning  off  bus 
l  page  82).  And  if  PhiladJ 
legalizes  gambling,  a  mow 
city  government  is  considl 
Atlantic  City  could  be  ft 
more  grievously  hurt,  sayl 
lantic  City  Action  editd 
Glasgow. 

Newly  opened  territories 
vulnerable  to  overbuildii 
well.  Since  1991,  ColoradJ 
permitted  gambling  in  g 
three  counties.  But  75  gamp 
operations  had  sprung  ul 
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Once  This  National  Hamburger  Chain  Saw  What 
Our  Services  Could  Do  for  Them  Regionally,  They  Only  Had  One  Question. 


When  a  national  fast-food  giant  got  an  appetite  to  streamline  and  extend  their  telecommuni- 
cations with  thousands  of  franchises  nationally,  they  turned  to  the  company  with  the  higgest  ideas 
and  proven  expertise.  BellSouth.  We  delivered.  First,  we  helped  set  up  a  voice-mail  system  that 

allowed  them  to  tie  their  locations  together  across  the  country. 

f  Allid  ThDU  l*0t  ThOftl  TA  l*A?  Then  we  coordinated  cellular  service  for  their  field  managers 

VvUlU  I  llvj  "vl  I  llvlll  Iw  "w»  nationwide.  With  a  single  point  of  contact  for  sales  and  service. 

Tliey  came  to  BellSouth  hecause  were  more  than  one 
company.  We're  a  family  of  communications  companies  capahle  of  providing  your  business  with  the  same 
combination  of  wireless  and  wireline  solutions  we  provide  for  them. 

From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated  telecommunications 
networks,  BellSouth  has  the  depth  of  resources  required  to 

meet  uour  communications  challenges  todaii.  And  tomorrow.  nr  I  ■  ±- 

^  J  telecommunications 

For  a  taste  of  what  BellSouth  can  do  for  uou,  call  r  /  c  • 

J  j      u     i  Information  Services 

your  BellSouth  representative  or  1-S00-726-BELL.  aa  L-1  n  •  f 

^  r  Mobile  Communications 

Advertising  Services 
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Everything  Yju  Expect  From  A  Leader"' 
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the  beginning  of  this  year.  Already,  12 
have  closed  their  doors.  Just  two  years 
after  riverboat  gambling  was  allowed 
on  the  Mississippi,  there  are  nine  float- 
ing casinos  in  Mississippi  and  15  in  Loui- 
siana. Promus  Cos.  recently  canceled 
plans  to  launch  a  boat  in  Biloxi,  Miss., 
because  it  feared  there  were  too  many 
players  in  that  market. 
HEDGING  bets.  The  shakeout  could  speed 
up  as  the  behemoths  move  in  with  their 
well-heeled  marketing  operations.  Hil- 
ton, Circus  Circus,  and  Mirage  are 
among  those  competing  for  riverboat  li- 
censes. And  several  companies  are  clam- 
oring to  launch  still  more  boats  if  Chica- 
go votes  to  allow  waterway  gambling. 


But  while  sheer  muscle  can  over- 
whelm smaller  players,  size  alone  doesn't 
guarantee  success.  Bally  Manufacturing 
Corp.'s  Las  Vegas  casino  operation  only 
recently  emerged  from  bankruptcy  and 
is  still  considered  a  weak  operator.  The 
jury  is  also  out  on  ITT  Sheraton  Corp., 
u  hich  spent  SN'>(>  million  in  June  to  buy 
the  fabled,  if  somewhat  dowdy,  Desert 
Inn  from  Kerkorian. 

With  development  proceeding  at  such 
a  blistering  pace,  some  players  are  hedg- 
ing their  bets.  Henry  Silverman,  chief 
executive  of  Hospitality  Franchise  Sys- 
tems Inc.,  has  just  announced  he  is  pro- 
viding seed  money  to  build  a  riverside 
casino  in  Vicksburg,  Miss.,  and  two  casi- 


nos on  Indian  land.  Silverman  intel 
use  his  marketing  operation,  1 
books  50,000  bus  tours  and  100  fl 
hotel  reservations  a  year,  to  prp 
the  casinos. 

Even  Silverman  is  preparing! 
shakeout,  which  he  figures  is  I 
three  years  away.  At  that  poiji 
hopes  the  weaker  players  will  wjj 
sign  on  as  franchisees,  taking  advj 
of  his  company's  marketing  abilit] 
then,  those  chastened  companies; 
have  learned  to  leave  the  field  to  hi 
Wynn  and  other  high  rollers— th$ 
for  whom  blowing  up  hotels  is  U 
simple  marketing  campaign. 

By  Ronald  Grover  in  Los  m 


SO  MUCH  FOR  THE  PURITAN  HERITAGE 


Ledyard  is  a  quiet  town  of  15,000 
in  southeastern  Connecticut.  On 
a  crisp  fall  morning,  the  leaves 
along  Route  2  are  starting  to  turn  red 
and  yellow.  Down  the  road,  though, 
it's  the  cards  that  are  turning:  "Hit 
me,"  snaps  a  woman  sitting  at  the 
blackjack  table.  The  dealer  turns  over 
the  king  of  hearts.  This  lady  is  out  of 
luck. 

The  same  can't  be  said  for  Fox- 
woods  High  Stakes  Bingo 
&  Casino.  Since  it  opened, 
back  in  February,  1992, 
Foxwoods  has  become  the 
most  profitable  gambling 
operation  in  the  U.  S., 
if  not  the  world.  "The  in- 
tensity of  our  patronage 
is  unbelievable,"  says  G. 
Michael  Brown,  the  for- 
mer New  Jersey  state  di- 
rector of  gaming  enforce- 
ment who  is  now  running 
Foxwoods. 

Brown  says  that  Fox- 
woods boasts  a  45%  oper- 
ating margin,  double  the 
average  of  Atlantic  City 
casinos.  Its  dealers  have 
to  work  double  shifts  to 
keep  the  casino  open  eve- 
ry day,  virtually  around  the  clock.  In- 
deed, early  on  a  recent  Friday  morn- 
ing, lines  were  already  forming  at  the 
poker  tables. 

loose  construction.  Congress  could 
hardly  have  envisioned  Foxwoods  when 
it  passed  the  Indian  Gaming  Regulato- 
ry Act  of  1988.  The  law  allows  Native 
Americans  to  offer  any  games  of 
chance  on  their  reservations  that  are 
legal  elsewhere  in  the  same  state. 
Even  though  Connecticut  doesn't  have 
legalized  gambling,  the  state  construed 


the  act  to  encompass  Las  Vegas-style 
games  used  in  charity  fund-raisers. 
Helped  by  such  a  broad  definition,  the 
Mashantucket  Pequot  tribe  sought  $60 
million  from  22  U.  S.  lenders  in  1990  to 
build  a  casino  on  its  reservation.  All  22 
refused.  Finally,  the  tribe  persuaded 
a  company  that  operates  casinos  in 
Malaysia  and  Australia  to  put  up  the 
money. 

Now,  Foxwoods  has  grown  into  a 


BLACKJACK  AT  FOXWOODS,  THE  ONLY  CASINO  IN  NEW  ENGLAND 


bona  fide  temple  of  gambling.  The  casi- 
no is  owned  by  250  members  of  the 
tribe.  But  they  leave  its  operation  to 
Brown,  who  has  built  a  140,000-square- 
foot  gambling  area  housing  233  card 
tables  and  3,150  slot  machines.  A  280- 
room  resort  hotel  is  nearing  comple- 
tion, with  another  312-room  hotel  under 
construction.  And  Foxwoods  is  adding 
a  1,500-seat  showroom  in  November, 
to  be  followed  by  a  boxing  arena  and 
bingo  hall.  The  casino  has  gross  annu- 
al revenues  of  nearly  $500  million.  The 


slot  machines  alone  bring  in  $1  nj 
every  day. 

Why  is  Foxwoods  so  popular?p 
reason  is  location:  "Why  drivep 
hours  to  Atlantic  City  when  yoil 
drive  one  hour  from  Hartford?"  is 
Brown.  And  as  the  only  casino  in| 
England,  Foxwoods  doesn't  facd 
competition  of  a  dozen  other  cal 
up  and  down  the  boardwalk.  Fi« 
don't  forget  the  leaves:  "We're  loi 
in  pleasant  surroundi 
says  Brown.  "Fall  f(f 
is  one  of  our  biggest 
sons  around  here."  I 
Not  suprisingly,  am 
ers  have  taken  notil 
Foxwoods'  successfl 
ready  this  spring,  A 
Wynn  of  Mirage  Rei 
Inc.  has  lobbied  lawB 
ers  to  legalize  gamfi 
in  Connecticut  so  hijc 
build  gaming  resora 
Bridgeport  and  Harti>: 
The  tribe  stalled  \ 
by  negotiating  an  art 
ment  to  give  the  1 
$30  million  in  19931 
$100  million  more  i« 
year  in  return  f< 
monopoly  on  slot  i 
chines.  But  Wynn  has  vowed  to  3 
up  his  campaign  again  in  1994. 

One  way  or  the  other,  Brown  kfJ 
competition  will  eventually  arriv 
he's  trying  to  develop  customer  lcs 
by  giving  Foxwoods  the  glitz  of  m 
Vegas  casino.  Tony  Bennett  willfr 
form  here  on  Oct.  15  and  16,  H 
Frank  Sinatra  coming  in  Novep 
At  this  rate,  Connecticut  will  so< 
known  as  much  for  rhinestone# 
sequins  as  for  autumn  leaves. 
By  Chris  Roush  in  Ledyard,  W 
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American  Business 


The  Business  Week  Symposium  of  Chief  Executive  Officers 

The  Willard  Hotel,  Washington,  D.C.,  October  20th  -  22ml,  1993 

■the  sixth  consecutive  year,  Business  Week  is  proud  to  present  the  most  prestigious  executive  gathering  in  corporate 
lerica.  The  Business  Week  Symposium  of  Chief  Executive  Officers,  an  invitation-only  gathering  oi  this  country's 
dership  elite.  Each  year,  a  select  group  of  CEOs  meet  to  confront  new  challenges  of  industry  and  state. 

in  past  years,  this  conference  presents  a  rare  sponsorship  opportunity  -  a  chance  to  be  a  participant  in  corporate  history  as 
being  made.  The  CEOs  will  trade  their  insights  on  a  dramatic  agenda  of  critical  issues,  including  The  Transformation  of 
rporate  Structures,  Managing  the  Creative  Corporate  Culture  and  The  Education  Deficit. 

e  Business  Week  Symposium  of  Chief  Executive  Officers.  This  is  what  American  Business  is  coming  to. 
eakers  will  include: 


George  B.  Bennett 

Chairman  and  CEO 
Symmetrix ,  Inc. 


Paid  Fireman 

Chairman  and  CEO 
Reebok 


Robert  I).  Kennedy 

Chairman  and  CE(  > 
Union  Carbide 
Corporation 


Dana  Mead 

President 
Tenneco 


Presented  in  association  with: 


Erkhard  I'feiffer     Jonathan  C.  Crane 

President  and  CEO  President  of 

Compaq  Computer      Multinational  Accounts 
Corporation  Mt'l  Communications 

i  Corporation 


►MW  •  Compaq  Computer  Corporation  •  MCI  Commmiieations  Corporation  •  Symmetrix,  Inc. 

■\  limited  number  ol  additional  sponsorship  positions  are  available. 
Call:  William  H.  DeCraff,  Director  of  Sales.  Business  Week  Strategic  Programs,  212.512.6012. 
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I 


THE 
CONTRARIAN 

WHILE  OTHERS  RETRENCH,  SANDY  WEILL  BUILDS  A  FINANCIAL-SERVICES  EMPIf 


Sanford  I.  Weill  gazed  out  the  win- 
dow of  a  helicopter  transporting 
him  from  Hartford  to  his  home  in 
Greenwich,  Conn.  Holding  a  glass  of  gin, 
the  Primerica  Corp.  ceo  was  savoring  a 
successful  meeting  with  employees  of 
Hartford-based  Travelers  Corp.  about 
the  acquisition  of  their  company  by  Pri- 
merica, which  will  be  renamed  Travel- 
ers. The  way  he  described  his  sense  of 
accomplishment  was  telling.  "Travelers  is 
bigger  than  American  Express,"  he 
boasted,  referring  to  his  $10  billion  in  eq- 
uity capital  vs.  AmEx's  $8  billion. 

In  a  way,  Weill,  BO,  is  getting  his  re- 
venge on  American  Express  Co.  Weill 
left  the  credit-card  giant  in  1985,  after  it 
became  clear  he  wouldn't  be  able  to  as- 
cend to  the  top  AmEx  job  and  replace 
James  D.  Robinson  III.  He  ducks  the 
question,  but  friends  say  he  blames  the 
white-shoe,  Establishment  board  of  direc- 
tors for  obstructing  his  AmEx  career. 
When  the  purchase  of  Travelers  is  com- 
pleted in  December,  Weill  will  have  the 
keen  satisfaction  of  having  created,  in 
just  seven  years,  a  brand-name  finan- 
cial-services company  that  not  only 
eclipses  AmEx  by  some  financial  meas- 
ures but  also  will  be  able  to  go  head-to- 
head  with  Merrill  Lynch  and  the  giants 
of  the  insurance  world,  Metropolitan  Life 
and  Prudential.  "My  goal  is  to  build  the 
No.  1  financial-services  company  in 
America,"  says  Weill,  who  just  ordered 
15,000  Travelers  trademark  red  umbrel- 
las to  give  out  as  gifts. 
BROADER  BASE.  If  Weill  succeeds  at  his 
lofty  ambitions,  it  won't  be  because  he 
followed  conventional  wisdom.  More  than 
anything,  Weill  is  an  inveterate  contrari- 
an. He.  has  assembled  a  financial-servic- 
es conglomerate  with  $16  billion  in  reve- 
nues by  doing  things  very  differently 
from  his  competitors.  While  rivals  are 
jettisoning  businesses  they  bought  in 
the  heyday  of  the  financial  supermar- 
ket era,  Weill  is  busy  making  acquisi- 
tions. When  others  are  narrowing  their 
focus,  Weill  is  rapidly  broadening  his. 
Unlike  conventional  empire  builders 
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end  to  overextend  themselves, 
las  plotted  his  expansion  prudent- 
■  has  been  careful  not  to  dilute 
rica's  earnings  or  load  on  debt 
vould  cause  his  credit  rating  to 
i  AmEx  did  when  it  bought  E.  F. 
1  and  Shearson  Lehman  Brothers. 
,e  several  acquisitions  since  1988, 
has  pared  debt  and  upped  equity 
1.2  billion  in  1988  to  $4.2  billion  at 
id  1992.  He  acquired  Travelers 
tock,  taking  advantage  of  Primer- 
)preciating  market  value.  The  new 
!ers  is  even  under  review  for  a 
s  upgrade.  "We  see  more  diver- 
on  of  earnings,"  says  Alan  G.  Mur- 
;nior  analyst  at  Moody's  Investors 
e  Inc. 


LTING  TOWARD  THE  BIG  LEAGUES 


The  result  has  been  steady  growth 
in  assets,  earnings,  and  stock  price. 
Since  1986,  Primerica's  earnings  per 
share  have  grown  21%  a  year.  Its  stock 
has  soared  from  9  to  47  since  1990.  With 
Travelers,  Primerica's  assets  will  be  $100 
billion,  up  from  $23.4  billion— still  well 
below  its  rivals  but  making  it  a  con- 
tender the  others  can't  ignore.  Boasts 
Primerica  President  James  Dimon:  "We 
can  double  our  earnings  over  five  years." 

Further,  instead  of  competing  for 
healthy  properties,  Weill  buys  vulner- 
able, troubled  companies  that  few  want, 
most  notably  Travelers,  which  was  bur- 
dened with  billions  of  dollars'  worth  of 
ailing  real  estate.  "We  were  the  only 
ones  that  didn't  turn  Travelers  down," 
says  Weill.  He  has 
made  an  art  of  buy- 
ing companies  on  the 
cheap,  from  Commer- 
cial Credit  Co.  to 
Smith  Barney,  Harris 
Upham  &  Co.  And 
even  though  he  runs 
each  business  as  a 
separate  unit,  Weill  is 
pursuing  the  discredit- 
ed 1980s  notion  of 
synergy.  "The  next- 
test  is  to  show  that 
we  can  cross-sell 
products,  something 
that  hasn't  been  done 
effectively  elsewhere," 
says  Robert  F.  Green- 
hill,  the  new  head  of 
Smith  Barney  Shear- 
son  Inc. 

REFUGEES.  Weill's 
management  style 
also  goes  against  the 
grain.  Unlike  many  fi- 
nancial-services mono- 
liths where  chief  ex- 
ecutive officers  and 
employees  own  little 
stock,  Weill  runs  his 
sprawling  conglomer- 
ate as  if  it  were  a 
small  family  business 
with  the  owners'  mon- 
ey on  the  line.  Direc- 
tors and  managers 
are  required  to  be  big 
shareholders.  And 
Weill  obsessively  es- 
chews such  bureau- 
cratic hallmarks  as  or- 
ganization charts  and 
memos.  "We're  all  ref- 
ugees from  larger, 
more  traditional  finan- 
cial institutions,"  says 
longtime  Weill  lieuten- 
ant Robert  I.  Lipp, 
who  spent  23  years  at 
Chemical  Bank.  "A 
large,  publicly  owned 


company  can  be  run  like  a  privately 
owned  company." 

Yet  Weill  now  faces  the  biggest  turn- 
around test  of  his  career.  To  engineer 
Travelers'  comeback,  Weill  will  have  to 
unload  some  of  its  weaker  businesses,  al- 
though he  denies  that  any  sales  are  in 
the  offing.  "Our  intention  right  now  is  to 
keep  everything,"  he  says.  Then  he  will 
have  to  integrate  Primerica  and  Travel- 
ers, which  have  very  different  cultures. 
Travelers'  35,000  employees  and  rigid 
managerial  structure  could  overwhelm 
Primerica's  entrepreneurial,  decentral- 
ized system,  which  has  a  full-time  head- 
quarters staff  of  only  100.  At  the  same 
time,  Weill  is  seeking  to  repair  Shear- 
son,  which  lagged  badly  at  AmEx,  then 
combine  it  with  Smith  Barney  and  build 
an  investment  bank  to  challenge  indus- 
try leader  Merrill  Lynch  &  Co. 
"A  BUILDER."  The  risks  in  his  contrarian 
strategy  are  not  inconsequential.  He  is 
building  a  securities  firm  after  three 
stellar  years  for  Wall  Street.  If  the  mar- 
ket tanks,  a  slump  in  trading  volume 
combined  with  high  fixed  expenses 
would  cost  him  dearly.  Then  there  is 
the  chance  real  estate  could  fall  further 
and  depress  the  value  of  his  new  Travel- 
ers assets.  The  biggest  risk  is  hubris. 
"Everybody  who  has  gotten  big  in  this 
business  has  stumbled— Citibank,  Bank 
of  America.  When  is  Sandy  overextend- 
ed?" asks  one  banker. 

Weill  claims  his  shopping  spree  is 
over.  "I  would  be  very  surprised  to  see 
us  do  anything  of  any  great  substance  in 
the  foreseeable  future,"  he  says.  But  few 
believe  he  is  finished  with  empire-build- 
ing. "Don't  dismiss  the  possibility  that  in 
three  to  four  years,  Sandy  takes  over 
American  Express,"  says  Perrin  Long, 
research  director  at  First  of  Michigan 
who  sees  a  good  fit  between  AmEx's 
and  Travelers'  businesses. 

People  expect  big  things  from  Weill 
because  he  has  spent  his  career  launch- 
ing small  companies  and  making  them 
grow.  He  started  with  a  small  brokerage 
in  1960.  It  was  the  nucleus  for  an  ag- 
glomeration of  many  securities  firms 
that  became  Shearson,  which  he  sold  to 
AmEx  in  1981.  After  leaving  AmEx,  he 
started  all  over  with  Primerica,  which 
began  as  Commercial  Credit  in  1986. 
"Sandy  is  a  builder,  and  he  is  driven  by 
his  love  of  building  things,"  says  James 
Robinson. 

But  it  is  Weill's  skill  at  refurbishing 
new  businesses  that  most  sets  him  apart 
from  other  financial  dealmeisters.  "He 
is  one  of  the  great  business  managers  in 
America,"  says  John  J.  Byrne,  CEO  of 
Fund  American  Enterprises  Holdings 
Inc.  and  a  savvy  insurance  investor.  "He 
likes  to  invest  in  things  where  he  knows 
his  operating  and  managing  touch  can 
make  it  a  lot  better." 

To  begin  with,  Weill  is  well-known  as 
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a  shrewd  buyer  of  companies.  While 
others  battle  for  the  most  widely  covet- 
ed companies,  his  juices  start  flowing 
when  there  is  blood  on  the  floor.  Travel- 
ers was  interesting  only  because  it  was 
weighed  down  by  bad  real  estate,  al- 
lowing Weill  to  buy  in  for  a  slight  premi- 
um to  its  market  value.  And  he  drives  a 
hard  bargain.  He  bought  Shearson's 
8,400  brokers,  state-of-the-art  back  office, 
and  Manhattan  real  estate  while  leaving 
AmEx  with  most  of  Shearson's  consider- 
able litigation  liability. 

Weill's  reputation  as  an  aggressive 
bottom-fisher  can  turn  some  people  off. 
Despite  two  weekend  sessions  with  Gen- 
eral Electric  Co.  CEO  John 
F.  Welch  Jr.  in  May,  1992, 
the  two  couldn't  ink  a  deal 
for  Weill  to  buy  Kidder 
Peabody  &  Co.  One  prob- 
lem was  that  the  two 
CEOs  didn't  get  along- 
Welch  even  kept  Weill 
waiting  for  an  appoint- 
ment, say  sources  close  to 
the  negotiations.  Some 
Kidder  insiders  say  Welch 
turned  down  the  deal  be- 
cause in  their  negotiations 
with  Weill,  Kidder  officials 
were  bargained  into  put- 
ting a  lower  value  on 
their  own  company.  When 
this  was  brought  to 
Welch's  attention  by  GE's 
corporate  financial  officials, 
Welch  walked  away.  Ac- 
cording to  a  GE  spokes- 
man, Welch  and  Weill  get 
along  very  well. 

In  absorbing  acquisi- 
tions, Weill  avoids  using 
consultants  and  trendy 
management  techniques.  He  gets  to 
know  the  people  at  the  company  by 
spending  time  in  the  field  and  talking  to 
employees  at  all  levels.  "He  has  always 
got  better  intelligence  than  others  do," 
says  John  Castle,  chief  executive  of  in- 
vestment firm  Castle  Harlan  Inc.  Then, 
he  figures  out  who  has  to  be  replaced, 
whether  it's  just  the  ceo  or  other  em- 
ployees. Weill  typically  deputizes  trusted 
aides  to  oversee  the  integration  of  new 
purchases.  At  Travelers,  Primerica  Vice- 
Chairman  Lipp  will  be  taking  over  as 
ceo  from  Edward  H.  Budd. 
INCENTIVE  PAY.  Weill  is  ruthless  in  paring 
expenses.  He  sets  up  precise  reporting 
systems  so  he  can  calculate  profitability 
down  to  the  level  of  individual  offices. 
He  roots  out  extravagance,  such  as  Com- 
mercial Credit's  lavish  annual  employee 
conference  for  agents  that  featured  a 
performance  by  the  Pointer  Sisters. 
Economies  of  scale  account  for  big  sav- 
ings. At  Smith  Barney  Shearson,  the 


ii 


large  Shearson  back  office  replaced 
Smith  Barney's,  eliminating  1,000  jobs. 
Some  analysts  believe  he  can  save  by 
combining  some  of  Shearson's  and  Trav- 
elers' operations,  such  as  the  administra- 
tion of  their  mutual-fund  businesses,. 

Another  key  is  revamping  the  com- 
pensation structure  to  link  hard  work 
to  higher  pay.  At  Travelers,  Lipp  is 
designing  a  compensation  system,  sim- 
ilar to  the  one  at  Commercial  Credit, 
that  will  measure  productivity  only  on 
the  basis  of  factors  that  line  managers 
can  control.  And  bonuses  are  not 
spread  so  thinly  that  they  become  inef- 
fective motivators.  Just  45%  of  branch 
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managers  get  a  significant  amount. 

Employees  at  all  levels  are  encour- 
aged to  own  stock.  Some  11,000  Primer- 
ica employees  own  9%  of  the  outstanding 
shares.  And  2,900  senior  managers  get 
up  to  25%  of  their  pay  in  stock,  which 
they  aren't  allowed  to  sell  for  two  years. 
"Large  companies  tend  to  get  very  in- 
ward," says  Lipp.  "Sandy  brings  an  out- 
ward orientation  and  a  real  feel  like  we 
own  the  place." 


Smith  Barney  is  a  case  stj 
Weill's  modus  operandi.  The  firil 
Weill,  was  "asleep"  when  he  boua 
1988.  It  lost  $100  million  that  y| 
1992,  return  on  equity  was  30%.] 
the  highest  in  the  industry,  ancl 
first  half  of  this  year  it  earned  $1 
lion.  To  carry  out  the  job,  Weill  J 
Frank  G.  Zarb,  a  longtime  parn 
take  over  as  CEO.  Zarb  remo\j 
tired,  or  reassigned  all  the  a 
heads,  revamped  the  accountij 
terns,  slashed  fixed  expenses  by  a 
down  businesses,  and  redefined  | 
viously  muddled  mission  to  focuj 
tering  to  upscale  clients. 

Weill,  indeed,  nl 
big  point  of  pruniifl 
nesses  that  don't! 
such  as  the  1992 
Margaretten  &  I 
mortgage  compai 
1992  alone,  Pr| 
raised  $625  million  ; 
ing  nonstrategic 
This  keeps  his  mi 
focused.  And  it  gN 
cash  to  raise  div 
buy  back  stocH 
pounce  on  new  cor 
when  the  oppo] 
arises.  Several  a| 
believe  Weill  w 
Travelers'  health-in] 
business  because 
far  afield  from  hi) 
businesses. 
"HE  GROWLS."  One] 
Weill's  ability  to 
companies  togethej 
strong  personality 
can  be  both  bend 
and  harsh.  His  grd 
and  informal  li 
hides  a  tough-as-nails  interior, 
an  intuitive  sense  of  dealing  witH 
and  getting  them  to  think  he's 
and  fuzzy,  even  though  he  isn't,'] 
former  employee.  "If  you  work  f 
he's  demanding.  He  growls." 

Yet  Weill  is  best  known  for  H 
sonal  warmth.  He  is  the  opposite 
stiff,  distant  CEO  isolated  in  a  cod 
fice.  He  insists  on  getting  to  kr 
top  workers'  spouses,  and  he  fre 
socializes  with  employees.  One 
evening,  he  was  found  sharing  a  < 
his  office  with  Greenhill  and  J 
young  investment  bankers  half  1 
"Sandy  is  a  very  open,  very  apj 
able  person,"  says  Castle.  "Whet 
him,  he's  back  to  me  instantly— i: 
minutes." 

Weill's  personal  touch  is  it 
breaking  the  ice  at  the  somewhaj 
Travelers.  One  late  September 
noon,  after  Weill  and  Budd  held 
meeting  for  Travelers  employee:! 
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d  over  to  Richard  H.  Booth,  Trav- 
chief  operating  officer,  and  patted 
n  the  back,  signifying  that  he  was 
a  good  job.  Booth,  whose  father 
»d  at  Travelers  for  41  years  and 
3  a  20-year  employee  himself,  was 
r  moved.  "It  was  a  highly  emotion- 
nent  for  all  of  us,"  says  Budd,  who 
■ecome  chairman  of  Travelers'  in- 
ce  operations. 

ill's  other  side  was  apparent  in 
irdball  treatment  of  some  former 
lyees  of  Primerica's  predecessor 
my,  America  Can  Co.  Some  2,500 
es  and  their  spouses  are  suing  him 
egedly  reneging  on  the  company's 
se  to  provide  lifetime  health  insu- 

for  $5  a  month.  Primerica  also 
ied  employees'  life-insurance  poli- 
says  Judd  Alexander,  former  head 
lerican  Can's  paper  division.  Pri- 
a  says  the  benefit  agreement  al- 
the  company  to  stop  subsidizing 
iyee  premiums,  which  American 
lanagers  dispute.  "Primerica  is  one 
3  richest,  most  profitable,  most 
zed  companies,"  says  Alexander, 
>nd  part  of  it  comes  from  pennies 

off  a  dead  man's  eyes.  I'm  mad." 
srica  says  it  offered  retirees  group 

insurance,  albeit  at  a  higher  price, 
hat  employees  signed  a  statement 
I  them  the  cost  was  subject  to 
e. 

ill  runs  the  company  like  a  private 
Street  partnership  where  the  sen- 
ders have  a  say.  A  close-knit  man- 
ait  team  called  the  Primerica  Plan- 
}roup  meets  monthly  at  a  company 
in  Greenwich,  Conn.  It  has  grown 
with  the  addition  of  two  Shear  - 
nd  two  Travelers  managers.  "It's 
t  like  family,"  says  Edwin  M.  Coop- 
i,  who  runs  Primerica  Financial 
ces.  "Sandy  likes  to  argue  with 
iVe  have  heated  disputes.  The  pur- 
is  to  test  you." 

H  praise.  At  the  meetings,  the 
?ers  discuss  one  another's  business 
3ms.  One  reason  Weill  believes  he 
ross-sell  Travelers'  and  Shearson's 
ial  products  is  because  of  the  cohe- 
aanagement  group  and  its  ability  to 
rate  and  coordinate  their  separate 
3sses.  In  general,  financial-services 
inies  have  failed  to  cross-sell  prod- 
because  of  bureaucratic  confusion 
lfighting. 

;  decisions  are  put  on  the  table, 
n  the  issue  came  up,  what  are  we 
to  pay  for  Travelers,"  says  Green- 
the  whole  group  talks  about  it  and 
sks,  and  we  develop  a  consensus." 
hough  Weill  ultimately  calls  the 
.  his  managers  regularly  disagree 
him.  Zarb  recalls  clashing  with 
during  late-night  negotiations  to 
ihearson.  Weill  was  furious  at  him 
;gging  in  his  heels  on  what  Weill 
iered  a  minor  point.  Zarb  recalls 


how  Weill  capitulated  to  him:  "He  was 
red  in  the  face.  He  slapped  his  hand  on 
the  table.  He  said,  'If  we  don't  do  this 
deal,  I  don't  want  to  talk  to  you  about 
an  acquisition  for  Smith  Barney  for'— 
and  then  he  paused— 'at  least  30  days.' " 
The  one  who  argues  most  with  Weill 
is  Dimon,  his  37-year-old  president,  chief 
financial  officer,  and  all-around  alter  ego. 
He  worked  with  Weill  at  AmEx  and  fol- 
lowed him  when  Weill  struck  out  on  his 


own  in  1985.  Smart,  quick,  and  likable, 
Dimon  and  his  boss  enjoy  the  rapid-fire 
banter  of  two  people  who  spend  more 
time  together  than  they  do  with  their 
families.  When  Weill  at  one  point  insist- 
ed that  his  planning  committee  feels  free 
to  disagree  with  him,  Dimon  corrected 
him.  Only  "five  people  would  say"  what 
they  think,  said  Dimon. 

Weill  is  lavish  with  his  praise  of 
Dimon.  "Jamie  does  the  work,  and  I  crit- 


WEILL'S  MUSHROOMING  EMPIRE 


I  go  £  Spins  off  Commercial 
Credit  from  Control 


l  oo  i  Acquires  receivables 
,Vyi  and  branches  from 


Data  in  IPO  worth  $850  million.      Landmark  Financial  Services. 


1  Qfi  ft  Acquires  Primerica, 

■   which  includes  Smith 
Barney,  a  brokerage  house,  and 
the  A.L.  Williams  insurance  firm 
for  $1.5  billion.  Later  sells 
several  divisions,  such  as 
Fingerhut. 

1 990  ^uys  tne  consumer 

lending  operations  of 
Barclays  American/Financial  for 
$1.3  billion. 


1992  Buys  27%  of  stock  of 
insurer  Travelers  for 

$722  billion. 

1 993  Acquires  Shearson 
Lehman  Brothers  from 

American  Express  for  $  1.2 
billion  in  March.  In  September, 
purchases  remainder  of 
Travelers  with  $4  billion  in  stock. 
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icize,"  says  Weill  playfully.  They  both 
deny  any  father-son  dynamic.  "I  have  a 
son,  and  he  has  a  father,"  says  Weill. 
"It's  not  a  need  that  has  to  be  filled. 
But  there's  a  lot  of  love  there." 

Yet  Weill  doesn't  hesitate  to  reshuffle 
his  most  loyal  managers  if  he  thinks  it 
necessary.  When  he  nabbed  Greenhill 
from  his  job  as  president  of  Morgan 
Stanley  &  Co.,  Weill  gave  him  the  title 
of  CEO  of  Smith  Barney  Shearson  and 
kicked  Zarb  upstairs  to  a  more  senior 
but  lower-profile  position.  Louis  Glucks- 
man,  a  longtime  Wall  Street  trader,  was 
shifted  from  the  top  in- 
vestment-banking job  at 
Smith  Barney  and  became 
a  "senior  adviser." 

The  biggest  test  of 
Weill's  management  style 
will  be  how  he  deals  with 
the  operational  issues  at 
his  company.  At  Shearson, 
Weill  has  a  hugely  ambi- 
tious plan  to  build  up 
Smith  Barney's  small  in- 
vestment bank  so  he  can 
compete  with  the  likes  of 
Merrill  Lynch  and  Morgan 
Stanley.  Greenhill  has  hit 
the  ground  running.  He  is 
mapping  out  a  three-year 
plan  to  target  derivatives, 
currencies,  emerging  mar- 
kets, and  trading  in  Eu- 
rope and  the  Far  East. 
And  as  adviser  to  Viacom 
Inc.,  he  is  in  the  middle 
of  the  takeover  battle  for 
Paramount  Communica- 
tions Inc.  Says  Greenhill: 
"Smith  Barney  Shearson 
will  lie  one  of  the  primary 
earning  engines  of  the 
combined  companies." 

Rivals  question  whether  it's  possible 
for  anyone  to  build  a  sophisticated  global 
operation  when  many  others,  from  Pru- 
dential Securities  Inc.  to  PaineWebber 
Inc.,  have  failed  miserably.  There  have 
been  serious  foul-ups  already.  Switch- 
ing Smith  Barney  brokers  to  Shearson's 
computer  systems  caused  dividend 
checks  to  be  sent  out  incorrectly  and 
trading  delays.  And  the  fact  that  Leh- 
man Brothers,  with  its  trading  savvy, 
was  not  included  in  the  Shearson  pur- 
chase will  further  stymie  Smith  Barney 
Shearson's  ability  to  serve  its  customers. 
big  *  md  itrong.  More  lu-oadly,  some 
critics  say  what  Weill  has  created  is 
something  of  a  hodgepodge  with  clashing 
businesses.  For  example,  Primerica  Fi- 
nancial Services  hawks  term  life  insur- 
ance by  aggressively  discouraging  the 
purchase  of  the  whole  life  insurance  that 
Travelers  agents  sell.  Critics  say  Weill  is 
not  a  visionary  but  an  opportunist,  just 


nabbing  bargains  when  they  come  along. 

Weill  disputes  this  assessment.  He 
says  he  has  a  vision,  that  of  a  big,  com- 
plex financial-services  conglomerate  with 
a  number  of  different  and  separate  cus- 
tomer bases.  Weill  rejects  the  idea  that 
his  many  sales  forces  and  products  will 
clash  with  one  another.  "We  have  a 
much  broader  outreach  to  different  dem- 
ographic sectors  [than  competitors]," 
says  Weill. 

His  strategy  is  to  get  into  even  more 
businesses  and  to  garner  a  more  com- 
manding market  share  in  each.  With 


i 


PRIMERICA  PRESIDENT 
JAMES  DIMON  ENJOYS 
A  CLOSE  RELATIONSHIP 
WITH  WEILL— AND 
ISN'T  AFRAID  TO 
CRITICIZE  THE  BOSS. 
SAYS  WEILL:  "THERE'S 
A  LOT  OF  LOVE  THERE" 


Travelers  and  its  widely  known  brand 
name,  Weill  feels  he  will  have  the  capa- 
bility and  the  capital  to  create  new  prod- 
ucts to  sell  to  an  ever  wider  variety  of 
customers.  Until  the  acquisition  of  Trav- 
elers and  Shearson,  the  core  businesses 
were  brokerage,  term  insurance,  and 
consumer  finance.  Now,  the  core  includes 
property-casualty  insurance,  life  insur- 
ance, health  insurance,  money  manage- 
ment, and  investment  banking,  which 


he  has  long  shunned.  "Weill  cle» 
lieves  that  to  be  a  significant  pltei 
financial  services,  you  have  to  \ 
dominant,  and  have  a  strong  |p 
base,"  says  James  Quella,  a  conpt 
with  Mercer  Management  Consup 
Weill  talks  also  about  reachingrii 
masses  where  more  and  more  sy|r! 
will  be  possible.  For  example,  Irs 
big  potential  in  selling  Travelerjir 
ities  to  Smith  Barney  Shearson  A 
Despite  the  demands  ahead,  \e: 
quite  visibly  having  the  time  of  ts 
He  is  basking  in  the  aceoladesli 
friends  and  sharerlc 
from  Reliance  Fi|j> 
Services  Corp.  ce|  i 
P.  Steinberg— wh| : 
Weill's  buying  Trie 
"was  better  than  nit 
ing  Reliance"— to  Cm 
cut  Governor  Lo'll 
Weicker  Jr.,  who 
to  have  Weill  in  tfrs 
as  an  employer. 

Weill's  wealth  n 
him  a  big  man  on  iot 
in  New  York  Cy. 
1992,  he  earned  $6B 
lion,  mostly  from  tpi 
ing  options  granB 
1986,  making  hi; 
country's  second-hfl: 
paid  chief  executivi  j 
he  got  new  optionsbr 
million  shares,  w 
about  $20  a  share.fli: 
a  program  which  rsl; 
some  existing  optkjs. 
is  chairman  of  Csm 
Hall,  where  his  sucte 
raising  $60  millioi  f< 
renovation  earned  m 
eponymous  concertos 
Weill's  oldest  friends  still  mat 
his  success.  "We  weren't  sure  ifn; 
us  could  run  anything  bigger  thai'a 
dy  store,"  recalls  Arthur  Levitt,  tfi 
chairman  of  the  Securities  &  Exjte 
Commission,  of  their  early  Wall  St 
days  together.  "Sandy  and  I  werta 
ing  about  taking  the  People  Epi 
plane  out  to  Minneapolis  just* 
years  ago  to  talk  to  Control  Dat;W 
selling  Commercial  Credit,"  saysp 
hill.  "I  was  working  for  him  withdt 
because  he  was  unemployed." 

Today,  Weill  travels  by  privail 
copter,  not  People  Express.  Mor  t 
most  senior  executives,  his  succ<,s 
come  from  doing  things  his  way..") 
not  about  to  change.  "Sandy  isfc 
going  to  retire,"  says  an  inveur 
banker.  "He  wants  to  leave  a  left 
great  company  he  built."  With  tip  i 
Travelers,  Weill  has  a  shot  at  ju.lt 
By  Leah  Nathans  S]>in>  in  Net  ) 
with  Chris  Roush  in  New  Haven  I 
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Why  Choose  Hie  Fidelity 
IRA  Over  All  Others? 


Like  many  investors,  you  may  be  more  focused  on  your  IRA 
than  ever  before.  And  with  today's  low  CD  rates,  a  myriad  of 
investment  choices  or  the  expense  of  a  hill  cost  broker,  there's 
a  lot  standing  in  the  way  of  your  retirement  goals. 1  At  Fidelity 
Investments,  we  are  committed  to  offering  you  an  IRA  where 
performance  and  value  come  first. 

Proven  Performers  For  Growth 

For  the  long-term  growth  potential  you  want, 
Fidelity  offers  a  full  range  of  stock  funds  with 
performance  records  that  speak  for  themselves. 
Each  hind  is  backed  by  the  management  exper- 
tise that's  helped  make  Fidelity  America's  largest 
stock  fund  manager.2  So  now  along  with  our  No- 
Load,  No-Fee  IRA,  it  makes  more  sense  than 
ever  to  bring  your  retirement  savings  to  Fidelity. 

The  No-Load,  No-Fee  IRA  Offer 
No  One  Else  Can  Match 

We've  waived  the  sales  charges  on  more  than  a 
dozen  stock  funds  for  retirement  investors,  so 
now  you  have  more  than  50  no-load  stock, 
bond  and  money  market  fund  choices  for  your 
IRA.1  And  we've  waived  the  annual  IRA  mainte- 
nance fee  for  each  mutual  fund  account  you 
have  in  your  Fidelity  IRA  with  a  balance  of 

$5,000  or  more.4  Call  today 
for  your  free  IRA  fact  kit,  and 
be  sure  to  ask  for  a  free  copy 
of  our  Common  Sense 
Guide  To  Planning  For 
Retirement. 


Long-  Term  Stock  Fund  Performers 
Now  All  No-Load  For  Your  Retirement 

Fidelity  Puritan  Fund 


22.16% 

1-Year Avg. 
Atom)  Return* 

13.61% 

5-Year  Avg. 
Annual  Return* 

14.66% 

18-Year  Avg. 
Annual  Return' 

Fidelity  Equity  Income  II  Fund 

22.35% 

1-Year  Avg. 
Annual  Return  * 

28.1 5% 

Life  of  Fund 
Annual  Return* 
8/21/90-6/30/93 

Fidelity  OTC  Portfolio 

17.85% 

1 -Year  Avg. 
Annual  Return* 

16.26% 

5- Year  Avg. 
Annual  Return* 

20.80% 

Life  of  Fund 
Annual  Return' 
12/31/84-8/30/93 

Fidelity  Contrafund 

28.20% 

1-Year  Avg. 
Annual  Return' 

25.66% 

5-Year  Avg. 
Annual  Return* 

16.77% 

10- Year Avg 
Annual  Return' 

Fidelity  Asset  Manager™ 

17.41% 

1-Year  Avg. 
Annual  Return* 

14.92% 

life  at  Fund 
Annual  Return' 
12/28/88-6/30/93 

Fidelity  Growth  &  Income  Portfolio 

20.67% 

1-Year  Avg. 
Annual  Return* 

17.33% 

5-Year  Avg. 
Annual  Return* 

19.21% 

Lite  of  Fund 
Annual  Return* 
12/30/85-6/30793 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


Fidelity  fe*-^}  Investments 

Common  sense.  Uncommon  results. 

in  IRA  fact  kit  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses,  call  for  a  current  prospectus  Read  it  carefully  before  you  invest  or  send 
ey.  'Unlike  bank  CDs,  Fidelity  funds  are  not  FDIC-insured  and  do  not  offer  a  fixed  rale  of  return  Fidelity  manages  over  $100  billion  in  equity  assets.  'This  offer  applies  lo  certain 
lity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan®  Fund,  Fidelity  New  Millennium1"  Fund  and  Fidelity  Select  Portfolios"  are  excluded.  'For 
!ity  mutual  hind  IRAs,  the  $10  annual  IRA  mainlenance  fee  will  be  waived  for  mutual  fund  IRA  accounts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed 
,  the  fee  is  $20,  and  will  be  waived  if  any  Fidelity  mutual  fund  position  in  the  account  is  at  least  $5,000  at  the  time  of  the  fee  billing  "Total  returns  for  the  period  ended  6/30/93 
listorical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will  vary 
you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02 1 1 0.  Member 
,  SIPC. 
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BY  GENE  G.  MARCIAL 


A  SLEW  OF  SUITORS 
WANTS  TO  SHOWER 
CAREMARK  WITH  TLC 


Caremark  International  was  a  buy- 
out child  of  the  1980s,  having 
been  acquired  in  1987  by  Baxter 
International.  But  last  November,  Care- 
mark regained  its  independence  when 
it  was  spun  off  by  Baxter— whose  loss 
appears  to  be  the  shareholders'  gain. 
Caremark  International  has  become 
the  nation's  leading  and  most  diversi- 
fied provider  of  health-care  products 
and  services  to  patients  released  from 
the  hospital.  And  Caremark's  lucrative 
mail-order  prescription-drug  business 
is  also  thriving. 

So  why  has  the  stock,  now  trading 
on  the  Big  Board  at  15,  retreated  in  re- 
cent weeks?  In  the  wake  of  the  debacle 
suffered  this  year  by  the  entire  health- 
care-stock group,  an  army  of  bears  has 
been  shorting  Caremark.  The  shorts 
have  been  particularly  dumping  the 
shares  of  companies  that  provide  home 
health-care  services. 
"EXPLORATORY"  talks.  But  don't  be 
fooled,  says  one  New  York  money  man- 
ager who  has  started  buying  in.  "This 
undervalued,  largely  ignored  stock  is 
ready  to  break  out  to  higher  levels." 
Why?  He  believes  Caremark  has  be- 
come a  takeover  target. 

Ever  since  Merck  agreed  in  July  to 
pay  $6  billion  for  Medco  Containment 
Services,  the  nation's  largest  mail-order 
marketer  of  discount  prescription 
drugs,  other  pharmaceutical  companies 
have  been  anxious  to  get  into  the  same 
business. 

This  pro  says  about  10  major  phar- 
maceuticals have  expressed  interest  in 
Caremark.  Executives  of  these  compa- 
nies, he  insists,  have  met  with  the 
Caremark  brass  "to  discuss  all  kinds  of 
possibilities,  including  a  buyout,  mer- 
ger, or  strategic  alliance.  The  talks 
were  exploratory,  and  no  decisions 
were  reached,"  he  adds.  Caremark, 
which  is  expected  to  pare  its  options  to 
five  proposals,  declined  comment. 

One  analyst  at  a  San  Francisco  in- 
vestment firm  figures  that  in  a  buyout, 
Caremark  is  worth  "at  least  $40  a 
share."  But  even  without  a  buyout, 
this  analyst  says  it  is  worth  $20  to 
$25  a  share,  based  on  projected  earn- 
ings growth  over  the  next  two  years. 

Joseph  France,  a  Merrill  Lynch  ana- 
lyst in  New  York,  says  Caremark  is 
positioned  "to  be  a  major  beneficiary  of 


CAREMARK:  WELL  AND 
GETTING  HEALTHIER 
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nearly  any  cost-containment  program 
we  see  coming  out  of  Washington."  He 
adds  that  the  company  will  become  "an 
increasingly  important  hub  in  the 
health-care-delivery  system." 

As  France  sees  it,  Caremark's  strat- 
egy of  aggressively  cutting  prices 
bodes  well  for  its  outlook.  Earnings 
this  year  could  rise  to  $1.10  a  share 
from  last  year's  $1.02  and  hit  $1.30  in 
'94.  France  is  impressed  by  Caremark's 
"strong  competitive  strengths,"  particu- 
larly its  "strong  position  in  the  mail-or- 
der prescription-drug  industry." 


A  REAL  ESTATE  PLAY 
SCORES  REAL  POINTS 


R 


emember  Patten  Corp.?  The 
shares  of  this  real  estate  compa- 
.ny  zoomed  on  the  Big  Board  in 
just  one  year— from  3  in  early  1986  to 
18  in  1987.  Since  then,  the  stock  has 
come  back  to  earth,  currently  trading 
at  3%.  So  now  the  smart-money  crowd 
is  moving  in.  The  legendary  global  in- 
vestor, John  Templeton,  is  one  fan, 
and  the  Templeton  funds  own  a  15% 
stake  in  Patten. 

What's  so  alluring  about  a  highflier 
that  has  crashed?  "Patten  has  been 
cleaning  up  its  act  and  has  managed  to 
gradually  move  back  into  the  black," 
says  one  New  York  investment  manag- 
er. Patten's  specialty  is  acquiring  unde- 
veloped rural  properties  and  subdivid- 
ing them  into  parcels  sold  mainly  to 
residents  of  metropolitan  areas  for  rec- 
reational, retirement,  or  investment 
purposes.  The  company  finances  up  to 
90%  of  the  price  of  properties  it  sells. 

Not  surprisingly,  Patten  has  been 
ignored  by  the  Street  since  posting 


huge  losses  in  1990  and  1991. 
has  diversified  its  real  estate  p<j 
away  from  the  depressed  North] 
the  South  and  Midwest.  In 
cess,  the  company  has  cut  ovfl 
and  operating  costs  and  sold 
ables  to  pay  down  debt. 

The  result:  Patten  earned  6<t 
in  the  year  ended  Mar.  30,  199] 
20<f  in  1993.  Next  year,  one 
expects  Patten  to  earn  30<P  and  ii 
50<t.  "This  is  a  classic  turnarounl 
with  the  stock  at  its  bottom,"  hJ 

Patten  recently  entered  into 
ture  with  homebuilder  Jim  Walt 
under  which  Walter  pays  Patten| 
fee  for  each  house  it  builds  fo 
ten's  customers.  That  is  expec 
solidify  Patten's  earnings  base. 


K-TEL  TUNES  IN 
TO  INFOMERCIALS 


o,  K-tel  International  isi 
of  those  ubiquitous  teU 
companies,  and  it  isn't  a 
affiliate.  It's  a  worldwide  markd 
consumer  products  including  rod 
country  music  compact  disks,  ea 
videos,  and  kitchen  gadgets  si) 
Veg-O-Matic  machines  and  X 
knives.  Of  late,  K-tel  has  caugj 
Street's  eye:  Its  stock  has  jumps 
a  share,  from  4lA  in  mid-March. 

What's  going  on?  "K-tel  is  nov 
into  infomercials  in  a  big  way, 
in  Europe,"  says  President  Mick 
fenbein.  He  notes  that  K-tel  isnli 
to  the  extended  television  comr 
format— K-Tel  produced  mini-inll 
cials  for  its  Veg-O-Matic  slice-ar 
machines  15  years  ago.  This  time 
plans  to  team  up  with  a  major 
marketer  of  consumer  products 
European  market.  K-tel  markets 
ucts  to  retailers  and  distributoi  a 
through  TV  direct-response  ads. 

The  company  also  licenses  I 
owned  music  or  video  rights  toh 
parties  worldwide.  It  has  a  large  |iu 
library,  mainly  consisting  of  pop,'0 
jazz,  and  country  songs  from  the  9! 
through  the  1970s  that  have  beer:c 
piled  into  "great  hit  retrospective 

Analysts  haven't  included  tl 
tential  windfall  from  the  European 
ture  in  their  estimates,  says  Pain  I 
ber's  Stan  Trilling.  He  figured 
even  without  the  infomercials,  l-r. 
should  earn  85<t  a  share  in  the^f 
ending  June  30,  1994,  and  $1.10  iM 
vs.  1993's  72C.  Trilling  says  thetc 
should  hit  15  over  the  ne; 
months— potentially  beautiful  mi  c 
shareholders. 
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YOU 


probably  feel  like  the 


BEAR. 


We'd  like  to  suggest  you're  the 


salmon. 


(NOW,  LETS  TALK  DISABILITY  INSURANCE.) 


marks  oft  VUM  Corp. 


happens  like  this.  You're  young.  You're  healthy, 
wimming  along  ivhen,  POW! 
tbody  plans  on  being  disabled.  But,  the  fact  is,  one 
'our  of  ns  will  suffer  some  kind  of  disability  in  our 
e.  So  what  should  we  do?  Worry?  Run?  Hid,  ? 
?  have  a  few  thoughts  on  that  subject.  II  e're  i  \  I  \t, 
ling  provider  of  disability  insurance  coverage.  And  if 
'arned  anything  in  our  145  years  in  the  business,  it's 
ing  a  leader  is  about  thinking  differently  from  other 
lies.  It's  about  thinking  ahead. 


Hove?  By  planning  to  give  people  the  help  they  need  ivheu 
they're  disabled.  Whether  it's  through  tin  individual  or 
group  policy  or  a  combination  of  both.  And  by  making  sure 
that  any  transition  from  short-term  to  lung-term  coverage 
is  as  smooth  and  painless  as  possible. 

It 's  simple  really.  II  e  offer  more 
unique  solutions  than  anyone  else  in  the 
business.  So  when  people  need  help,  they 
get  it.  Just  like  that. 

Here's  to  a  long  life. 


Unum 

He  see  farther 


It  e  invite  yon  in  1  ontat  1  your  broker  Jot  more  information. 


jobs  can  be  clone-  at  once,  be- 
cause Sun  computers  can  do 
more  tlian  one  job  al  once. 

With  tlocn men I  imaging 
based  on  Sun  hardware,  we 
save  citizens  lime,  and  the 
city  money,     Judith  l\  i  e  c  , 
L  hieago  s  revenue  dire*.  Lor, 
proudly  says.  I    I  lieres  more 
to  I  h  i  s  s  I  ( >  r  y,  i  1 1  course 
revenue  increases  ol  4( H )  per- 
cent, limiting  properly  taxes 
hut  i  I  loohs  I  i  L-e  our  Lime 
is  up.   *   And  you  hnow  what 
that  means.  *  Sun  computers. 
J  u  s  I    the    lie  he  I ,    i  I  seems, 
for   the   City   ol  Chicago. 
O  More  than  I  35,000  <  irganiza- 
tions  are  using  turn  systems, 
powered  hy  the  SPAIvC  chip 
and  the  S<  >la  i  'is  <  >|  lerat- 
ing  environmen  t,  to 
gain  a  u  uupelitive  edge, 
he  ^  1 1 \  ill  L  liicago  is 
u  st  <  ale.    I  c  >  lea  rn  1 1  c  >\\ 
you    can    he  n  e I  i  I  ,   e  a  I  I 

[-800-426-532] ,  ext.  605. 


+Sun 


Sun  Microsystems  Computer  Corporation 

A  Sun  Microsystems,  lm  Business 

I'M* Sun  Mil  FmyWcms.  In. 


1  he  Network  Is  The  C  omputer 


Old  doss,  new  tricks  and 


D 


*o  you  have  some  information  that's  just  lying  around  playing  dead? 
At  R.R.  Donnelley,  we've  learned  some  new  tricks  that  will  have  it  up  and 

?  again  in  no  tii  d 
By  digitizing  and  manipulating  your  existing  information,  we  can  V 
output  it  in  all  sorts  of  new  forms.  CD-ROM.  Interactive  multimedia.  A  pop-up.  " 
Floppy  disk.  On-line.  Media  that  can  help  you  appeal  to  new  users.  Open  new  l_M 
markets.  Dramatically  increase  your  information's  revenue  flow. 

In  fact,  we're  turning  one  company's  information  into  unique,  new.  interactive 
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tig  new  revenue  streams. 


xperiences.  A  golf  guide  with  video  previews  of  the  most  difficult  holes. 
The  history  of  rock  in  music,  text  and  motion.  Even  an  interactiv  e  dictionary. 
For  another  firm,  we  print  their  annual  catalog,  produce 
on-demand  updates  targeted  to  different  users'  interests  and  convert 
20,000  data  sheets  into  a  monthly  CD-ROM. 

There  are  lots  of  things  we  can  do  to  help  you  dev  elop  new 
revenue  sources.  Just  call  for  this  detailed  brochure 
in  print  or  CD-ROM  form.  1-800-438-0223. 


RR  Donnelley  &  Sons  Company 

Till  POWER  TO  TRANSFORM  INFORMATION  INTO  OPPORTUNITIES 
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Suppose  this  were  a  business  opportunity 


Let's  take  a  minute  to  talk  about  rope. 


Wherever  global  business  pursues  oppor- 
tunity, it  comes  up  against  steep  competition. 

Making  it  to  the  top  requires  confident 
strategic  maneuvering  and,  invariably,  plenty 
ot  financial  rope.  Which  is  why,  in  the  U.S. 
and  beyond,  some  of  the  world's  most  suc- 
cessful corporations  maintain  strong  ties  with 
one  international  bank. 

Union  Bank  of  Switzerland. 


As  one  ot  the  world's  largest  banks,  and 
arguably  the  strongest,  our  resources  are 
impressive.  Moreover,  the  ways  we  can  apply 
our  Triple-A  rated  strength  through  on-  and 
off-balance  sheet  finance  are  impressive,  too. 

Don't  get  tied  to  a  relationship  that  could 
leave  you  hanging.  Depend  on  Union  Bank 
of  Switzerland.  The  bank  that  has  led  many 
to  the  top. 


As  global  as  business  itself. 


ftT§o\  Union  Bank 
1  q7  of  Switzerlan( 


In  the  U.S..  L'BS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York.  NT  10171 
Other  offices  in  North  America:  Chicago.  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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cial  Issues 


ALTH  CARE:  BUSINESS  ASKS 
80'LL  BE  IN  CHARGE 


n's  giant  health  alliances  are  scaring  many 


most  looked  as  if  Hillary  Rod- 
i  Clinton  had  a  Republican  con- 

for  her  health-care  reform  plan, 
cent  Capitol  Hill  hearing,  Repre- 
ve  Cass  Ballenger  (R-N.C.)  de- 
:  the  savings  he  had  achieved 
lis  company,  Plastic  Packaging 
id  32  other  small  North  Carolina 
ers  formed  an  insurance  purchas- 
op.  An  enthusiastic  First  Lady 

that  the  health  alliances  envi- 

by  the  Administration  would 
he  same  benefits  to  everybody. 

would  anticipate  & 
greater  savings," 
id.  But  Ballenger 
nother  difference, 
in  the  alliance,"  he 
n  the  new  system,  the 
■  will  run  us." 

one  yet  knows 
ir  sure,  but 
;er's  charge 
;  a  growing 
mong  busi 

and  health 
3.  President  Clin- 
iueprint  for  health- 
reform  depends 
y  on  health  alliances. 

White  House  sees  it, 
mge  cooperatives— or- 
I  by  the  states  and  run 
sinesses  and  consu- 
will  be  efficient  mid- 
;  who  will  sell  families 
dividuals  a  choice  of 
?e  plans.  The  regional 
is  will  use  their  buy- 
lt  to  drive  down  prices 
sure  quality  care. 
Clintonites  draw  their 
tion  from  the  success 
ting  purchasing  coop- 
s.  Recently,  small  companies  have 
i  together  to  slow  health-care  in- 
in  Cleveland,  Denver,  Memphis, 
her  cities.  Large  employers  have 
ed  from  a  similar  tactic.  Offered  a 
'  of  plans  at  different  prices,  em- 
3  at  Xerox  Corp.,  Digital  Equip- 
^orp.,  and  the  state  of  California 
ed  to  lower-cost  plans— with  in- 
1  satisfaction  with  health  services, 
critics  worry  that  there's  a  world 


of  difference  between  voluntary  efforts 
and  Clinton's  mandatory,  state-sponsored 
approach.  The  President's  alliances  "are 
pork  barrel  in  the  making  for  governors 
and  legislators,"  says  Stanford  University 
health  economist  Alain  C.  Enthoven. 
Sharing  this  concern,  Republicans  and 
many  Democrats  are  sharpening  their 
scalpels  to  trim  the  size  and  clout  of 
the  Clinton  co-ops. 


TO  JOIN  OR  NOT  TO  JOIN 


Under  Clinton's  proposals,  big  companies  can  either  join  a 
health  plan  or  run  their  own  benefits  plan  as  "corporate  all 
Here's  what  an  analysis  of  several  industries  shows: 

regional 
ances. " 

HEALTH  COSTS  AS  A  PERCENTAGE  OF  PAYROLL 

Company 

Regional  alliance* 

Corporate 

alliance" 

HEAVY  MANUFACTURER 

27.5% 

23.3% 

PHARMACEUTICAL  MAKER 

6.6 

7.3 

BIG  SOFTWARE  COMPAHY 

4.2 

3.2 

LARGE  RETAILER 

11.6 

13.2 

LARGE  BANK 

6.7 

9.1 

'  Premiums  would  be  copped  ol  7.9%  of  payroll,  but  after  nine-year  phose-in 
' '  Includes  1  %  payroll  tax  DATA  TOWERS  PERRIN  FORSTER 


Size  is  the  alliances'  most  startling 
feature— and,  says  the  White  House,  the 
key  to  their  success.  The  Clinton  plan 
would  enroll  three  out  of  four  Americans 
in  the  regional  cooperatives,  and  the 
Administration  would  like  the  number  to 
go  even  higher.  Near-universal  enroll- 
ment would  largely  replace  today's  em- 
ployer-run health  insurance  coverage 
with  a  system  that  lets  consumers  pick 
where  they  get  care,  which  the  Adminis- 


tration sees  as  a  major  selling  point. 

With  almost  everyone  in  these  co-ops. 
White  House  aides  hope  they  can  elimi- 
nate "cherry-picking"— insurers'  practice 
of  excluding  people  who  are  likely  to 
rack  up  big  medical  bills.  In  the  new 
system,  any  insurer  doing  business  with 
the  alliance  will  have  to  sign  up  any 
member,  regardless  of  age  or  illness. 
"Without  big  alliances,  we  would  have 
the  same  problems  as  the  system  has  to- 
day—insurers who  spend  lots  of  money 
avoiding  risks  instead  of  managing  care," 
says  sociologist  Paul  Starr,  who  helped 
lead  the  Clinton  health-reform  team. 

Big  alliances  are  also  vital  to  Clin- 
ton's cost-control  goals.  The  White 
House  wants  to  cut  medical  inflation 
from  the  double  digits  to  4%  in  just  six 
years.  To  carry  that  out,  these  groups 
would  have  powerful  weapons  to  ham- 
mer down  premiums  and  trigger  new 
taxes  on  health  plans  whose  prices  ex- 
ceed the  budget  cap.  They  could  even 
>ar  uncooperative  insurers  altogether. 
That  great  power  scares  many  large 
employers,  who  say 
they'll  steer  clear 
of  the  new  agen- 
cies. Clinton's  plan 
would  give  companies 
with  more  than  5,000 
employees  a  choice: 
They  could  contin- 
ue to  run  their  own 
benefits  plans  as  "cor- 
porate alliances,"  or 
they  could  join  the  re- 
gional groups.  The 
costs  of  making 
I  that    choice  vary 

••  according  to  the  age 
and  health  of  workers  (table). 
But  those  that  stay  indepen- 
dent will  give  up  premium 
caps  and  subsidies  for  low- 
wage  workers  and  pay  new 
payroll  taxes  to  help  fund  the 
reform  plan. 

ONE-WAY  TICKET.  Even  with 

those  hurdles,  most  large  em- 
ployers much  prefer  to  re- 
main in  control.  A  new  sur- 
vey by  consultants  Hewitt 
A  -tsociates  found  that  5  [°/,  of 
the  370  employers  polled  said 
they  "were  very  likely"  to  maintain  their 
own  health  plan.  The  companies  doubted 
the  alliances  could  rein  in  costs  and 
didn't  want  to  surrender  control  over 
their  employees'  health  plans.  Other 
companies  note  that  once  they  sign  up 
with  a  regional  alliance,  the  Clinton  plan 
won't  let  them  opt  out. 

That  one-way  ticket,  executives  add, 
heightens  concern  over  who  will  run  the 
show.  Clinton  wants  the  alliances  to  be 
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IMAGINE 
PROJECTING  A 
FULL  COLOR 
PRESENTATION 
DIRECTLY  FROM  YOUR 
COMPUTER 


If  you  want  to  have 
impact,  your  ideas  have 
to  be  big.  Slides  and 
overhead  film  just  won't 
do.  Large  images, 
brilliant  color,  crisp 
data,  beautiful  video. 

Display  your  presentation — 
directly  from  nearly  any  com- 
puter or  video  source — with  the 
//VIEW  projection  product  that  is 


Lotus*-  Freelance 
Graphics8 

FREE 

with  every  ViewFrame 
Spectra  C  panel. 


right  for  you. 

Award-winning 
presentation  solutions 
which  are  easy  to  use 
and  completely  por- 
table. 

//VIEW.  The  leader 
in  high-performance  projection 
displays.  For  more  information 
call  1-800-736-8439  or  804-873- 
1354. 


ZlVlEW 


Visionary  Display  Technologies 

nVIEW  products  are  manufactured  under  U  S  Patent  #4.763.993.  #4. 976. 536.  #5.153.621.  and  #5.150.238  Other  and  foreign  patents  pending 
nVIEW  and  ViewFrame  are  registered  trademarks  and  MediaPro.  Lummator  and  nSIGHT  are  trademarks  ot  nVIEW  Corporation. 


run  as  nonprofit  agencies  ovei 
boards  representing  business  ar| 
mers.  But  as  it  stands  now,  sq 
hand  the  job  over  to  state  offic 
iticians  may  be  tempted  to  gj 
power:  In  35  states,  the  flow 
care  dollars  through  alliances 
ceed  the  total  state  budget. 

Small  employers  won't  have 
tion  of  running  their  own  pi  J 
health  experts  fear  they'll  be  s\I 
up  in  bureaucracy.  James  C.  RoJ 
health  economist  at  the  UnivJ 
California  at  Berkeley,  frets  tha 
liances  may  resemble  "the  state! 


In  35  states,  spendin  J 
health-care  alliances  m 
exceed  total  budgets 


utility  regulators,  with  all  the  s! 
and  weaknesses  they  show." 

Such  arguments  have  already 
lawmakers  in  Florida  and  Washl 
two  states  now  organizing  hea 
chasing  cooperatives.  Governors) 
state  proposed  mandatory  emj 
for  small-business  employees, 
a  mandate,  says  Philip  Nudelm 
and  president  of  Group  Health  ( 
tive  of  Puget  Sound,  regional  .j 
"could  work  toward  a  two-tier 
with  the  poor  going  through  '< 
alliance  and  the  not-so-pooi 
through  a  separate  system." 
POLITICAL  REALITY.  But  in  botl 
business  and  insurers'  groups 
heavily,  arguing  that  they  shouli 
forced  into  untested  agencies, 
end,  the  legislatures  converted 
ances  into  voluntary  purchasing 
atives— a  result,  says  Florida  he; 
cial  Douglas  M.  Cook,  that  "refl 
reality  of  politics." 

That  same  reality  is  likely 
sway  on  Capitol  Hill.  Moderates 
sides  of  the  table  are  insisting  I 
alliances  be  smaller  than  Clint< 
sions,  freeing  employers  with 
as  few  as  500  workers  to  overs* 
own  plans.  Conservative  Dei 
would  make  alliances  mandato 
for  small  companies,  while  Repi 
would  let  business  groups  band  tl 
voluntarily.  Both  camps  oppose 
caps  and  wouldn't  give  alliance 
power  to  set  prices.  In  the  face 
pressures,  the  White  House  may 
scale  I  tack  its  totals— and  give  en 
more  leeway  to  curb  health  c 
their  own. 

By  Mike  McNamee  in  Wasl\i 
with  Chris  Roush  in  New  Haven  n 
reau  reports 
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business  people  recognize  value  for  money.  1994 
ssWeek  planners,  at  30%  off  the  regular  price,  represent 
ue  for  money.  Available  separately  or  in  matching  black 
leather  Sets.  The  design  is  sleek  yet  practical,  with 
;h  calendars,  week-to-view  appointment  spreads,  and 
hensive  travel  &  business  information  sections, 
ire  planners  with  a  plus. 


!  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
i  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner. 
9  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 

and  silver-edged  pages.  Full   

amping  is  complimentary. 


on  customization  options  and  special 
iscounts  call  Amanda  Kane  on  201-461-0040 
i  toorkmanshtp  fully  guaranteed  or  your  money  back. 


USA  Credit  card  holders  may  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-362-2860 
Ask  Operator  18  for  Dept  BC4HP4 
We  honor  AmEx/Diners/Visa,  MasterCard 


Desk  Planner 

lO'/z"  x  872" 

Pocket  Planner: 

67/s"  x  33/8" 
Wallet  Planner 

73/4"  x  33/4" 


;Mr/Mrs/Ms)_ 
ny  


State/Country  _ 


stcode_ 
tie 


Tel 


'nd  me  your  color  brochure  and  information  on  quantity  discounts  and 
dzation  options. 

ime  for  blocking  

ipon  and  mail  with  check  to  BUSINESSWEEK  PLANNER, 

C4HP4  P  O  Boxl597,  Fort  Lee,  NJ07024,  USA  Fax  201  461  9808  or 

x  13,  Great  Missenden.  Bucks  HP16  OPZ  ENGLAND  Fax  44  494  8907S7  or  Suite  C.  22nd 

'iko  Industrial  Building.  10  Ka  Yip  Street.  Chaiwan,  HONG  KONG  Fax  852  5S89246 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Blue  Presidential  Planner  Set 


Code 


BWim 


Regular  Price 


US$95  00 


Your  Price 


US$32.95 


US$21  95 


US$12  95 


US$95  00 


Quantity 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner  Boxed  for  gift  presentation  with  complimentary  silver  blocking  of 
your  name  on  both  items) 


Prices  include  delivery  by  surface  mai 
but  do  Qui  include  local  duties  or  ta*e 
Delivery  commences  September  1993 


Personalization  US$4  75  per  item 


Handling  &  Packing  US$2.25  per  item 


I  ,  Check  cr,'  Used  |wv,ii         Husint  ssVi  in  I'. .inner 

D  Bill  my  Company  (Purchase  Order  &  Company  letterhead 
□  Charge  to  □  Am  Ex    □  Diners  Club   □  Visa   □  MasterCard 

Card  No  

Expiration  Date  /  Signature  


NJ  Residents  add  6%  Sales  Tax 
UK  Residents  add  VAT 


TOTAL  US$ 


Total  US$ 
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Traveling  With  Kids 


HOW  TO  GET  A  LITTLE  R&R 
WITH  THE  TOTS  IH  TOW 


E 


leven-year-old  Mary  El- 
len Cravens  knows  what 
makes  for  a  good  hotel. 
A  pool,  playground,  and  video 
arcade  are  musts,  of  course, 
and  she  thinks  some  sort  of 
organized  scavenger  hunt 
would  be  an  especially  "neat" 
way  to  explore  the  grounds. 
If  she  had  her  druthers,  the 
hotel  would  also  offer  ka- 
raoke, and— brace  yourselves, 
parents— water-balloon  fights 
among  guests. 


Virgin  Atlantic 
has  backpacks 
with  games  and 
a  coloring  book 


Cravens  has  clout.  She  is 
1  of  16  children  to  win  a  spot 
on  the  Camp  Hyatt  Kids 
Council,  comprising  girls  and 
boys  between  7  and  13  who 
provide  Hyatt  Hotels  execu- 
tives with  the  young  person's 
perspective  on  family  travel. 
More  than  200  kids  responded 
earlier  this  year  to  a  simple 
query:  What  could  Hyatt  do 
to  make  hotels  better  for 
kids?  Among  the  answers: 
free  ice  cream,  in-room  Nin- 
tendo, and  restaurants  for 
children  only. 

Many  resorts,  cruise  lines, 
travel  agencies,  and  tour  op- 
erators are  putting  together  a 

Some  illustrations  used  in  this  section  were 
done  for  Business  Wee/c  by  the  students  of 
Mr.  Lindbk-rg's  5th  grade  class  and  Ms. 
Lemis'  2nd  grade  class  at  Pine  Grove 
Elementary  School  in  Avon,  Conn. 


variety  of  family-oriented 
packages  and  kids  programs, 
from  familiar  Disney  destina- 
tions to  faraway  safaris.  Some 
hotels  try  to  hook  the  whole 
family  at  the  tail  end  of  one 
of  Mom's  or  Dad's  business 
trips.  The  Four  Seasons  Inn 
on  the  Park  in  Toronto  pushes 
its  corporate  identity  during 
the  week— there's  a  full-ser- 
vice business  center— but  loos- 
ens its  collar  on  weekends 
and  during  summer  with  its 
no-cost  Innkidz  program,  for 
ages  5  to  12.  It  lets  young- 
sters design  name  tags,  watch 
movies,  and  play  games  in 
and  around  the  pool.  Children 
under  18  stay  free  year-round. 

The  supervised  Camp  Hy- 
att program  is  aimed  at  jun- 
iors from  3  to  12.  While  par- 
ents play  18  holes,  sun  by  the 
pool,  or  enjoy  a  moment  of 
escape,  their  offspring  can 
take  in  puppet  shows,  learn 
tennis,  and  bake  cookies.  The 
cost  varies  by  property— $5 
per  hour  or  $30  per  day  per 
child  are  typical,  and  meals 
are  sometimes  extra. 
TOILET  LOCKS.  In  evaluating  a 
children's  program,  parents 
should  ask  how  flexible  the 
hours  are,  says  Dorothy  Jor- 
don,  publisher  of  Family  Trav- 
el Times  newsletter.  Other 
questions:  Is  there  a  fee?  Are 
there  sibling  discounts?  You 
should  find  out  the  age  break- 
down—a program  that  lumps 
together  3-year-olds  with  ado- 
lescents can't  possibly  satisfy 
both.  Club  Med's  family  vil- 
lages, for  example,  offer  Petit 
Clubs  for  2-  and  3-year-olds, 
Mini  Clubs  for  the  4-to-7  set, 
and  Kids  Clubs  from  8 
through  11.  The  Sandpiper  vil- 
lage in  Florida  also  has  a 
Baby  Club  for  tots  4  months 
to  2  years.  Until  mid-Decem- 
ber, and  resuming  in  January, 
kids  5  or  under  stay  free  with 


their  folks  at  several  Club 
Med  family  resorts  (800  CLUB 
MED). 

Hotels  near  Disney  World 
take  catering  to  kids  serious- 
ly. At  the  Holiday  Inn  Lake 
Buena  Vista  and  Holiday  Inn 
Main  Gate  East  in  Florida, 
parents  with  infants  can  ask 


for  a  free  "childproof* 
containing  a  night-ligt, 
alarm,  toilet-lid  lock,  t.d 
seat. 

Yet  a  holiday  with  jbr 
may  not  take  you  aH 
near  Mickey  Mouse  bv 
Instead,  trips  for  th  i 
can  land  you  Down  bd< 
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ig  Central  American 
ests.  Says  Stamford 
child  psychiatrist  Ir- 
«>witz,  who  carted  his 
ie  on  an  African  safari 
through  Educational 
Adventures  (800  972- 
piting  a  Masai  village 
ng  children  adorned  in 
arb  and  living  in  mud 
ssted  with  flies  is  an 
ning  experience  for 


aimed  at  children  6  to  16,  also 
include  the  Galapagos  Islands, 
China  and  Singapore,  and  Aus- 
tralia and  New  Zealand.  The 
company  dispatches  videos, 
books,  and  articles  about  the 
destination,  so  parents  can 
brief  kids  ahead  of  time.  Once 
the  trip  is  under  way,  the  kids 
are  encouraged  to  keep  diaries 
and  are  given  quizzes:  Correct 
answers  win  candy  bars. 


an  kids.  That's  some- 
ou  don't  see  in  Disney 

ational  Family  Adven- 
:ombines  vacationing 
arning.  Its  next  Afri- 
ari  is  set  for  late  June 
)t  of  $4,995  per  person, 
ig  airfare.  The  trips, 


Grandtravel  (800  247-7651) 
in  Chevy  Chase,  Md.,  aims  to 
bring  grandparents  and 
grandchildren  together.  The 
company  offers  a  variety  of 
escorted  tours  including  a  15- 
day  World  War  II  remem- 
brance trip  to  southern  Eng- 
land and  Normandy  planned 


next  June  and  July,  around 
the  time  of  the  50th  anniver- 
sary of  D-Day.  The  cost  of 
$4,335  for  grandparents  and 
$4,295  for  "the  children  in- 
cludes everything  but  airfare. 
Rascals  In  Paradise  (800  872- 
7225),  Families  Welcome  (800 
326-0724),  and  Journeys  Inter- 
national (800  255-8735)  are 
other  travel  agencies  that  pro- 
mote familial  bonding. 

For  treks  close  to 
home,  Mountaineers 
Books  publishes  excel- 
lent guides  in  the  Best 
Hikes  with  Children 
series  ($12.95  each,  800 
553-4453)  that  cover 
parts  of  the  North- 
west, California,  New 
England,  and  the  Cats- 
kills.  The  books  rate 
the  trail's  degree  of 
difficulty  for  kids. 

In  choosing  a  vaca- 
tion site,  travel  ex- 
perts advise  parents  to 
consult  with  their  chil- 
dren, but  it's  impor- 
tant to  balance  their 
wishes  with  your  own. 
"There's  nothing  worse 
than  planning  a  vaca- 
tion for  the  kids  that 
is  not  exciting  for 
you,"  says  Jordon.  Her 
newsletter  ($55  year, 
212  206-0688)  is  loaded 
with  travel  ideas  for 
parents,  including 
news  of  hotel  pro- 
grams and  mini-re- 
views of  books  kids 
can  take  on  the  road. 
Trouble-Free  Travel 
With  Children  by  Vicki 
Lansky  ($6.95;  The 
Book  Peddlers,  Deep- 
haven,  Minn.)  is  an- 
other fine  resource  for 
itinerant  families,  with 
common-sense  hints 
on  planning,  packing, 
and  entertaining  the 
troops.  The  Family 
Travel  Guides  Cata- 
logue (510  527-5849) 
lists  a  broad  range  of 


travel  guides,  audio  cassettes, 
and  games. 

Once  you've  selected  your 
destination,  getting  there  has- 
sle-free can  be  a  challenge. 
Sealed  With  A  Kiss  in  Rock- 
ville,  Md.  (800  888-7925),  puts 
together  customized  $30  gift 
packages  of  toys,  books,  and 


other  time  killers  for  kids 
who  travel  by  plane  or  car. 
A  10-year-old  boy  recently  re- 
ceived a  dozen  goodies  rang- 
ing from  an  invisible-ink 
sports  quiz  book  to  a  Chinese 
puzzle. 

The  skies  are  becoming 
friendlier  for  children.  In  gen- 
eral, toddlers  under  2  fly  free 
on  someone's  lap  on  domestic- 
airlines  and  are  charged  10% 
on  international  flights.  For 
safety  reasons,  Jordon  recom- 
mends purchasing  a  separate 
ticket  whenever  possible  and 
using  a  car  seat  that  has  been 
approved  by  the  Federal  Avi- 
ation Administration  for  air 
travel.  Southwest  Airlines  has 
infant  prices  that  are  10%  off 
its  lowest  fare  in  the  market. 
Many  airlines  offer  kid's  me- 
nus that  must  be  reserved  in 
advance.  Young  passengers  on 
United  Airlines  flights  can  or- 
der cheeseburgers  from  Mc- 
Donald's. Whatever  the  cui- 
sine, parents  are  advised  to 
bring  along  snacks  and  drinks 
in  a  carry-on  bag. 
SWITCH  SEATS.  A  number  of 
airlines  have  activity  books 
and  other  in-flight  entertain- 
ment. Virgin  Atlantic  gives 
out  a  backpack  with  crayons, 
coloring  book,  and  games. 
Virgin  also  provides  child 
seats,  and  little  ones  can 
watch  cartoons  or  other  kid- 
oriented  programming.  Delta 
has  set  up  a  Fantastic  Flyer 
program  for  children  2 
through  12.  Members  are  sent 
a  magazine  four  times  a  year 
with  games,  puzzles,  and  arti- 
cles written  from  a  child's 
point  of  view. 

Parents  who  take  the  kids 
by  car  have  their  own  advice 
on  staying  sane.  "Change  the 
scenery  as  often  as  possible," 
says  Sandi  Popowitz,  a  North 
Potomac  (Md.)  mother  of  two. 
On  a  long  drive,  that  means 
letting  the  kids  switch  seats 
from  time  to  time  and  making 
frequent  stops.  Whenever 
practical,  some  families  also 
like  to  depart  when  it's  dark: 
there's  less  traffic,  and  the  lit- 
tle ones  are— you  hope— snooz- 
ing. Of  course,  no  matter 
which  strategies  they  try,  vet- 
eran road  warriors  know  at 
some  point  they'll  hear  those 
dreaded  words:  "Are  we  there 
yet?"  Edward  Baig 
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MAJOR  SKI  RESORTS  OFFER  LESSONS,  CHILD  CARE,  AND  ENTERTAINMENT  FOR  CHILDREN 


■  f  you  re  looking  for  a  vaca- 
H  tion  where  your  kids  will 

■  have  plenty  to  do.  it's 
hard  to  beat  a  ski  trip.  In  re- 
cent years,  many  resorts  have 
dramatically  upgraded  and  ex- 
panded their  children's  pro- 
grams—both on  and  off  the 
slopes.  They're  offering  every- 
thing from  trails  that  pass 
through  a  simulated  Western 
fort  to  child-friendly  lifts  and 
apres-ski  activities  for  the  tod- 
dler set. 

When  shopping  for  the  best 
package  for  your  family,  your 
first  concern  will  probably  be 
the  ski  school.  Most  major  re- 
sorts offer  all-day  programs 
for  kids,  including  child  care 
for  as  young  as  6  weeks.  Vail 
in  Colorado  boasts  over  350 
instructors  who  work  just 
with  kids.  That's  important, 
"because  children  learn  very 
differently  from  adults."  says 
Marty  Harrison,  chairman  of 
the  Children's  Committee  for 
Professional  Ski  Instructors 
of  America.  Harrison,  who  di- 
rects the  ski  school  at  Ver- 
mont's Okemo  Mountain,  rec- 
ommends a  program  with  a 
separate  teaching  area  for 
younger  children.  For  pre- 
schoolers, a  student-teacher 
ratio  of  4  to  1  is  ideal;  older 
kids  do  well  in  larger  groups. 

The  best  ski  schools  also 
capitalize  on  children's  love  of 
fantasv.  Vail  Mountain  is  dot- 


ted with  such  ski-through  ad- 
ventures as  the  12-acre  Fort 
Whippersnapper  and  Gitche- 
gumee  Gulch,  an  Indian  vil- 
lage. This  winter.  Vermont's 
Smugglers'  Notch  is  opening 
Mogul  Mouse's  Magic  Lift, 
which  moves  at  half  the  usual 
speed  and  is  decorated  with 
the  area's  mascots,  such  as 
Sam  the  Snow  Snake.  Once 
the  kids  get  to  the  top,  they 


The  best  ski 
schools  cater  to 
kids'  love  of 
fantasv 


ski  down  a  Magic  Learning 
Trail  that  cuts  through  a  cave 
inhabited  by  Billy  Bob  Bear. 

On  the  more  serious  side, 
make  sure  the  ski  school  is 
large  enough  to  separate  kids 
based  on  age  and  ability.  Most 
start  teaching  children  as 
young  as  3.  But  no  self-re- 
specting teenager  would  be 
caught  dead  in  a  beginner's 


class  with  6-year-olds.  With 
that  in  mind.  Smugglers' 
Notch  offers  an  Explorer  Pro- 
gram for  teens  that  starts 
with  an  afternoon  ski  lesson 
and  continues  into  the  eve- 
ning with  activities  such  as 
ice-skating  and  "snow  golf."  If 
you  have  pre-schoolers,  you'll 
want  to  make  sure  the  resort 
offers  a  well-equipped  day- 
care center,  since  the  kids  will 
need  to  spend  at  least  part 
of  the  day  indoors.  Also  ask 
about  security  measures: 
Some  areas  give  parents 
beepers  so  they  can  be  con- 
tacted in  an  emergency. 

Unfortunately,  too  many 
parents  are  disappointed  be- 
cause of  their  own  unrealistic 
expectations  "that  children 
pick  up  skiing  quickly."  says 
Harrison.  In  most  cases, 
young  children  won't  even  be 
riding  a  chairlift  at  the  end 
of  the  first  day.  Also,  many 
parents  make  the  mistake  of 
taking  their  kids  down  more 
advanced  slopes  as  soon  as 
they  have  learned  how  to 
turn  and -stop.  "But  that  only 
aggravates  the  tendency  of 
children  to  stiffen  their  legs 
and  sit  back  when  they  ski." 
Harrison  says. 

If  your  kids  are  still  learn- 
ing, your  best  chance  to  do 
things  together  may  come  af- 
ter the  lifts  close.  Many  re- 
sorts feature  indoor  pools,  ice- 


skating,  and  sleigh 
Aspen,  you  can  tal 
kids  on  a  dogsled  ridfl 
boat  Springs  lets  yoB 
among  balloon  ridem 
sled  run.  and  soaking 
door  hot  springs. 
Wyoming's  Jackson  H 
up  for  an  all-day  tripj 
lowstone  National 
snowmobile  or  snow  I 
Dining  can  also  ba 
able.  Vail  offers  a] 
night   out."  featura 
painting,  folk  singinl 
tricks,   and   a  fam] 
meal.  At  Colorado's  ij 
which  is  lit  up  for  n| 
ing.  you  can  take  th| 
up  the  gondola  for 
supper  at   the  lodl 
North  Peak.  Similarly 
per  person,  you  can  j 
gondola  up  Mount 
at  Vermont's  Stowel 
ner  at  the  Cliff  Housl 
the  menu  includes 
lamb  and  poached  sa 

TEEN  CENTERS.  I  )f  COU 

probably  want  to 
least  one  night  away 
kids.  That's  easy  ai 
where  the  major  ini 
tain  baby-sitter  list! 
resorts  offer  structi 
grams  for  kids  while 
dine  out.  And  teen| 
are  becoming  prev; 
Waterville  Valley 
Hampshire,  the  apprf 
named  "Zoo  Statior 
video  games,  a  juice  I 
plenty  of  loud  music. 

Unfortunately,  tal 
family  skiing  can  ge| 
sive  in  a  hurry, 
charges  S62  for  its  ful 
school  for  kids  aged  I 
including  lunch  anc 
ment.  Teens  pay  S75. 
can  cut  the  cost  by 
for  family  packages! 
the  best,  offered  by| 
Sun  Valley,  allows 
dren  per  couple  up 
to  ski  and  stay  free 
of  the  season.  Stear 
fers  five-day  off-peak| 
es  for  S387  per  adi; 
under  12  are  free, 
glers'  Notch  will  refj 
cost  of  ski  camp  if  yd 
doesn't  have  fun.  But| 
the  activities  ski  re 
offering  for  children, 
the  kids  will  end  up 
better  time  than  M 
Dad.  William 
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Doing  certain  things  with  your  eyes 


Truth  is,  we  are  simply  business 


closed  can  be  quite  impressive.  Performing  a  people  who  understand  that  the  shortest 
high  wire  act,  for  instance.  Business,  how-     distance  between  two  points  is  a  straight 


ever,  is  an  entirely  different  matter. 


line  Opening  our  eyes  to  evolving  manage- 


We  believe  that  a  financial  services  ment  techniques  and  the  latest  efficiencies 
company  can  only  spot  opportunities  with  its     that  technology  offers  has  put  us  on  that  line 


eyes  open.  Yet.  to  our  surprise,  this  rather 


Keeping  our  eyes  open  will  take 


]    straightforward,  common-sense  way  of  think-     us  into  the  future.  If  some  call  that  being 


mg  has  led  many  to  consider  us  innovative.       visionary,  hey,  who  are  we  to  argue7 


Villas 


PRIVACY 
IN  PARADISE 


Picture  yourself  sipping 
a  cool  lemonade,  loung- 
ing alongside  a  private 
pool,  staring  at  the  crystal 
blue  waters  below  you.  You 
probably  just  came  up  from 
the  beach,  where  you  spent 
the  day  absorbed  in  the  first 
novel  you've  read  in  months, 


ular— and  fastest-growing— 
travel  alternatives  today.  Hon- 
eymooners,  businesses,  and 
families  (which  make  up  about 
50%  of  the  villa-rental  mar- 
ket I  are  all  discovering  the  al- 
lure of  a  home  away  from 
home.  The  reason:  Villas  offer 
luxury,  privacy,  first-class  ser- 


PLAN  AHEAD:  BOOK  CHOICE  SPOTS  SIX  MONTHS  TO  A  YEAR  IN  ADVANCE 


while  the  kids  were  off 
snorkeling  near  a  coral  reef. 
Now,  you're  back  home,  fresh- 
ly showered  and  ready  for  a 
night  on  the  town,  once  the 
baby-sitter  arrives.  In  the 
meantime,  the  kids  are  watch- 
ing a  Disney  flick  on  the  VCR 
in  the  living  room,  and  your 
spouse  is  napping  in  one  of 
three  spacious  bedrooms.  Five 
o'clock  rolls  around,  and  the 
cook  comes  by  to  prepare 
some  local  fish  and  vegetables 
for  dinner. 

This  is  no  dream.  This  is 
Green  Cay  Village  in  Orient 
Hay  on  the  island  of  St.  Mar- 
tin, one  of  thousands  of  de- 
luxe villas  available  to  vaca- 
tioners throughout  the  U.  S., 
Caribbean,  Mexico,  Europe, 
or  almost  any  destination  you 
can  think  of.  Villa  rentals  in- 
clude everything  from  condos 
to  castles  to  cabanas,  and 
they  are  one  of  the  most  pop- 


vice,  and  perhaps  most  impor- 
tantly, good  value.  "It's  a 
dream  come  true  for  a  lot  of 
people,"  says  Paul  Mermel- 
stein,  president  of  Island 
Hideaways,  a  first-rate  agency 
that  specializes  in  Carribean 
properties  1800  8:32-2:3021. 
EXTRAS.  At  Green  Cay,  for  in- 
stance, a  three-bedroom, 
three-bath  home  with  private 
pool  and  terrace  overlooking 
the  < Caribbean  can  be  had  tol- 
as little  as  $2,800  a  week. 
That's  $400  a  night,  including 
maid  service,  airport  trans- 
fers, and  many  other  custo- 
mized extras.  Not  bad  when  a 
standard  room  at  a  compar- 
able hotel  on  St.  Martin  starts 
at  $300  a  night,  not  including 
such  add-ons  as  taxes,  tips, 
and  steeper  restaurant  tabs. 

Depending  on  location  and 
individual  needs,  travel  ex- 
perts estimate  that  private 
homes  generally  go  for  as  lit- 


tle as  $700  to  as  much  as 
$35,000  a  week.  What  do  you 
get  for  $35,000?  A  72-acre 
Caribbean  island  called  Little 
St.  James,  near  St.  Thomas, 
all  to  yourself.  It  comes  with 
three  private  beaches,  pool, 
Jacuzzi,  speedboat,  and  full 
staff— including  concierge, 
boatman,  gardener,  and  cook. 
The  four-bedroom,  five-bath 
estate  is  one  of  a  kind. 

Of  course,  villas  aren't  for 
everyone.  For  one  thing,  they 
offer  little  flexibility.  Once  you 
make  a  reservation,  it's  al- 
most impossible  to  reschedule 
plans  or  secure  a 
refund.  In  addi- 
tion, some  travel- 
ers complain  that 
villas  are  isolating 
and  require  too 
much  indepen- 
dence when  it 
comes  to  finding 
top  restaurants  or 
hot  tourist  attrac- 
tions. And  for 
some,  the  idea  of 
staying  anywhere 
near  a  kitchen  is 
a  complete  turn- 
off.  But  if  these 
aspects  aren't  a 
problem,  villa  ren- 
tal may  be  ideal 
for  you. 

doing  to  a  rep- 
utable rental 
agency  makes 
planning  easier.  Since  the 
homeowners  usually  pay  com- 
missions directly  to  the  book- 
ing agents,  there's  no  addi- 
tional charge  for  using  their 
services.  You  can  bypass  the 
agency  and  rent  directly 
through  owners,  but  it's  risky. 
While  you  may  save  a  bit,  the 


For  $100  more 
than  a  room, 
a  whole  house 


quality  and  selection! 
erties  are  less  reliakf 
choosing  an  agency— ■ 
are  a  lot  of  them— b« 
company  inspects  pi 
personally  and  provm 
cal  contact  at  yourfc 
tion  to  help  with  aft' 
pected  problems.  Soft 
best  villa-rental  ope* 
elude  VHR  WorldwjE 
633-32841,  Villas  In* 
al  (800  221-22601,  anl 
a  Caribbean  special! 
932-32221. 
PHOTO,  PLEASE. 

biggest  selection,  start 
plans  as  much  as  sifl 
ahead  of  your  depart! 
Christmas  rentals  arfl 
ly  made  a  year  in  acfl 
possible,  take  advaH 
low  off-season  ratesB 
Apr.  15  to  Dec.  lafl 
Caribbean— and  ask  I 
accommodations  canj 
rated  so  that  a  couplp 
joy  the  use  of  a  tn 
room  villa  but  onlyB 
one  bedroom.  Ne\B 
without  viewing  pho 
of  the  villas  you're  cc 
to  get  an  idea  of 
amenities,  and  arch 
style.  Agents  shouk 
able  to  give  you  a 
listing  of  nearby  at 
and  services. 

Decide  at  the  out 
kinds  of  a  la  carte 
you'll  need,  such  as 
car,  cook,  diet  plan, 
ing  tour,  high  chair,  ( 
full-time  cook  in  St 
runs  $125  to  $200  a 
food;  the  cost  is  mu 
on  less  exclusive  isls 
as  Jamaica. 

Agents  can  arrant 
any  individualized  pr 
long  as  they're  give 
of  notice.  When  my 
and  I  were  at  Green 
year,  we  had  one  of 
chefs  on  the  island 
our  villa  to  prepare 
lit  dinner  for  two,  v 
ate  under  the  star; 
deck.  The  best  thir 
villa  vacations,  other 
ing  able  to  eat  bre 
your  pajamas,  is  th 
to  create  your  own 
And  generally,  you 
when  you're  living  i 
surrounded  by  a  sp 
view,  there's  no  pi 
home.  Linda  H 
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When  you  examine 
our  health  plan,  does 
[  he  same  old  problem 
keep  showing  up? 


In  recent  years,  most 
businesses  have  been  exposed 
to  rising  costs.  Yet  some  have 
found  ways  to  control  many  of 
these  costs. 

Makes  you  wonder  how 
they  do  it,  doesn't  it? 

At  Northwestern  National 
Life,  our  combination  of  man- 
aged care  programs  saved  health 
claim  costs  of  $482  per  employee 
last  year  in  companies  that  used 
our  plans. 

When  it  comes  to  cost 
control  and  plan  design,  we 
can  give  you  the  inside  story. 

For  an  informative  booklet 
of  case  studies  —  Revealing 
Companies'  Cost  Control 
Successes  —  call  or  write  to 
Rick  Naymark,  Northwestern 
National  Life,  P.O.  Box  20, 
Minneapolis,  MN  55440, 
(612)  342-7137. 


in! 


Northwestern 
National  Life 


Northwestern  National  Lite  Insurance  Company, 
Minneapolis,  MN  (all  states  except  New  Yorkl, 


'ersonal  Business 


Cruises 


SPENDING  QUALITY  TIME 
ON  THE  OCEAN  BLUE 


I  t's  tough  to  satisfy  lioth  a 
B  3-year-old  and  a  9-year-old. 
H  As  a  father  of  both,  Igna- 
cio  Rodriguez  of  Miami  knows 
that  well.  So  he  was  a  bit 
anxious  when  he  and  his  fam- 
ily took  a  four-day  cruise  to 
the  Bahamas  last  year  on 
Royal  Caribbean  Cruise  Lines' 
Nordic  Prince.  But  to 
his  relief,  the  kids  were 
kept  fully  entertained 
with  a  full  schedule  of 
sports  and  activities 
during  the  day  and 
dancing  in  the  dis- 
cotheque at  night.  "It 
was  a  very  nice  experi- 
ence." said  Rodriguez. 

Unlike  many  family 
vacations  in  which  par- 
ents sacrifice  rest  and 
relaxation  to  ensure 
that  their  children  have 
fun,  cruise  lines  are 
trying  to  put  together 
vacation  packages  that 
will  satisfy  everyone. 
While  Mom  is  taking 
an  aerobics  class  and 
1  )ad  is  napping  by  the 
pool,  the  kids  might  lie 
roller!  ilading  in  a  group 
around  the  main  deck  or  play- 
ing games  in  the  video  ar- 
cade. In  the  evening,  after  the 
family  dines  together,  the  par- 
ents can  go  off  to  the  casino, 
the  teenagers  can  hang  out 
in  the  juice-bar  disco,  and  the 
little  ones  can  stay  back  in 
the  night  nursery  with  a 
baby-sitter. 

JAZZY  JUGGLERS.  The  empha- 
sis on  pleasing  passengers  of 
all  ages  has  led  to  the  crea- 
tion of  a  cruise  line  dedicated 
to  family  vacations.  Miami- 
based  American  Family  Cruis- 
es (AFC)  is  set  to  start  opera- 
tions this  Christmas  with  a 
series  of  seven-day  voyages 
in  the  Caribbean.  Founder 
Bruce  Nieremberg,  in  a  joint 
venture  with  Costa  Crociere 
of  Genoa,  Italy,  spent  a  year 
developing  the  company,  dur- 
ing which  time  he  did  exten- 
sive interviews  with  parents 
and  children.  From  their  sug- 


gestions, he  has  added  more 
sports  such  as  basketball  and 
baseball  (including  a  batting 
cage  I,  a  television  studio 
where  kids  produce  an  hourly 
news  show  that  is  transmitted 
across  the  ship,  and  a  compu- 
terized windsurfing  simulator 
so  children  can  learn  on  board 


Bahamas,  Dominican  Repub- 
lic, and  Key  West  starting  in 
December.  Cruises  to  the 
Western  Caribbean  (from 
Tampa)  will  begin  in  Decem- 
ber, 1994,  and  to  Alaska  (from 
Vancouver,  British  Columbia) 
in  May,  1995. 

Many  other  cruise  lines  are 
making  kids  a  big  part  of 
their  business  as  well.  Carni- 
val Cruise  Lines  began  super- 
vised children's  programs 
more  than  10  years  ago,  and 
according  to  President  Bob 
Dickinson,  its  ships  carry 
more  than  half-a-million  fami- 


FROM  FOOD  TO  GAMES,  CATERING  TO  KIDS  IS  BIG  BUSINESS  FOR  CRUISE  LINES 


before  putting  their  skills  to 
test  in  the  water.  Nieremberg 
has  also  hired  a  band  of 
mimes,  jugglers,  and  magi- 
cians to  perform  throughout 
the  ship.  And  a  flexible  meal 
schedule  has  been  set  up: 
Food  is  served  continuously 
from  6:30  a.m.  to  past  mid- 
night. Selections  range  from 
pizza  and  burgers  for  children 
to  a  candlelight  sit-down  din- 
ner for  the  adults. 

AFr  cabin  prices  range 
from  $895  per  parent  for  an 
inside  regular  room  to  $2,095 
for  a  suite.  For  children  2  to 
17  years  old,  the  price  is  $395 
during  the  peak  season,  but 
they  travel  free  during  parts 
of  January,  June,  September, 
and  December.  AFC  aiso  al- 
lows single  parents  to  pay  the 
double-occupancy  rate  for  reg- 
ular cabins.  AFC  will  have 
week-long  cruises  that  leave 
from  Miami  and  stop  in  the 


lies  annually.  Carnival  divides 
children  into  four  age  groups, 
supervised  by  trained  coun- 
selors. Younger  kids  stage  tal- 
ent shows  and  put  together 
a  Fun  Club  newspaper.  Older 
kids  participate  in  lip-syncing 
sessions  and  limbo  contests. 
Loyal    Caribbean    has  had 


* 


Before  you 
book,  check  the 
programs 


some  type  of  childrp 
gramming  since  theft 
launched  25  years  m 
activities  have  beeA 
expanded,  says  spH 
Lloyd  Axelrod.  ActiBe' 
planned  for  youngm 
three  different  ageBv 
Like  other  big  shirl] 
Caribbean  has  arcacM 
rooms,  and  discos.  B 
Cruise  Lines  combinofi 
day  cruise  with  thfe 
at  one  of  the  Orlaft 
theme  parks  for  $B;: 
$5,536  for  a  family! 
Nieremberg  helped  m 
this  idea  befe 
started  AFC. 
BACK  TO  BASICS 

all  cruises  areBi 
for  children.  Smi 
directed  at  adtB 
ing  for  privacy* 
mantic  vacatioft 
when  kids  canli 
in  the  way.  Jm 
Kling,  presiqnt 
Landry  &  KliB 
mi-based  c«< 
cruise  special™ 
families  shoulft 
small,  deluxe  ft 
200  to  300  pasi 
which  are  moB 
geared  towarcH 
Susan  LloydB 
marketing  dirft 
Los  Angeles  CrB 
ters,  a  famil™ 
specialist  (310  3B 
advises  sticking  to  trB 
longer  than  !•>  or 
Even  if  the  line  you  m 
vertises  children's  pi 
ming,  inquire  about  I 
ships  before  you  bookB 
ample,  on  some  trips! 
ka  by  Princess,  I 
America  Line,  NoB 
Cruise  Line,  and  Roy* 
bean,  kids'  activities  m 
ed  and  at  least  15  h'! 
are  required  before  tk 
panies  put  a  counsi 
board. 

Cruises  can  providl 
and  safe  family  vacai 
fering  not  only  ;l 
things  for  everybody 
but  also  a  chance  to  vl 
locales.  Even  whenfi 
members  split  up  to hn 
in  different  activities,  \4, 
never  too  far  from  1 
other.  Best  of  all,  yep 
can't  wander  off  very  j| 
ship.         Fernando  M 
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Resorts 


MA'S  RED 

(  CANDY  MOUNTAIN 


spite  what  the  song 
iys,  sometimes  it 
«oes  rain  in  California, 
spring  my  family  was 
t.  We  only  had  time 
irt  break,  so  we  head- 
■izona  for  a  few  days 
ine  and  relaxation.  I'd 
•eat  things  about  Se- 
artists'  colony  of  red 
nyons  a  few  hours 
:  Phoenix,  and  came 
i  resort  that  looked 
y  mouth-watering:  the 
,ment,  a  stylish  spa 
eat  tucked  into  Boyn- 
yon. 

Enchantment  offers 
elegant  adobe  bunga- 
;ing  a  sheer  canyon 
striking  red  rock,  as 
outdoor  activities  my 
and  I  enjoy— tennis, 
n  biking,  hiking,  golf, 
mming,  not  to  men- 
ssages  and  other  spa 
B  Most  of  these  ordi- 
vould  have  been  im- 


VICKETS:  KIDS  PAINT 
AND  TREASURE  HUNT 


!  to  take  advantage  of 
r  four-year-old,  Marie, 
But  then,  I  saw  the 
It  has  a  children's 

n. 

'  BABY-SITTERS.  The  En- 

ent  (800  522-2282)  has 
a  growing  number  of 
that  are  trying  to  ca- 
'e  effectively  to  travel- 
lilies  whose  different 
rs'  ideas  of  fun  don't 
mesh  24  hours  a  day. 
was  a  kid,  my  family 
o  dude  ranches  that 
)  accomplish  the  same 
though  I  do  remember 


GROWN 
BIKING, 


that  my  mom,  who 
didn't  ride,  was  stuck 
more  than  a  couple 
of  afternoons  reading 
paperbacks  by  the 
pool. 

But  a  widening  va- 
riety of  resorts,  even 
those  that  were  pre- 
viously adult-orient- 
ed, are  going  well 
past  providing  baby- 
sitters. Dorothy  Jor- 
don,  who  publishes 
Family  Travel  Times, 
is  convinced  that 
there  is  no  longer  a 
vacation  you  can  ima- 
gine that  your  chil- 
dren can't  have  just 
as  much  fun  on.  How 
about  a  trekking  trip 
in  the  Himalayas? 
You  can  hire  a  sherpa  to  car- 
ry your  child  for  you. 

For  resorts,  even  when  the 
guidebook  says  a  family  pro- 
gram is  offered,  check  to  see 
if  it's  seasonal.  Many  places, 
including  the  Enchantment, 
cut  back  when  school  is  in 
session  and  may  only  offer 
children's  programs  on  week- 
ends and  holiday  weeks.  Dur- 
ing our  spring  visit,  Marie's 
group  had  about  a  half-dozen 
kids  and  two  counselors. 

After  trudging  through  cac- 
tus gardens,  art  galleries,  and 
other  adult  attractions  on  the 
way  to  Sedona,  Marie  was 
thrilled  to  cut  loose  on  a 
"kids'  day"  adventure,  as  we 
called  it.  The  Enchantment's 
Nature  Camp  offered  struc- 
tured, well-supervised  activ- 
ities for  a  full  day,  half  day,  or 
evening,  starting  at  nine  in 
the  morning  and  ending  at 
nine  at  night. 

Depending  on  the  weather 
and  the  age  and  interests  of 
the  kids  (the  program  is  for 
children  4  to  12),  there  are 
indoor  and  outdoor  activities, 
including  nature  walks,  swim- 
ming, treasure  hunts,  movies, 
meals,  and  croquet.  Marie  still 
wears  the  T-shirt  she  paint- 
ed during  the  art  period.  For 


UP  STUFF:  AFTER  HIKING,  MOUNTAIN 
AND  TENNIS,  YOU  MAY  WANT  A  MASSAGE 


us,  it  was  a  treat  to  take  a 
bike  ride  in  the  canyon,  in- 
dulge in  a  massage  at  the 
spa,  or  hike  for  more  than  10 
minutes  at  a  pop  without 
hearing,  "Mommy,  I  have  to 

go  "  But  it  was  also  fun  to 

hear  Marie  tell  us  about  her 
adventures,  sing  us  a  new 
song,  and  know  that  she  had 
a  great  day,  too.  Plus,  the 
counselors  were  charming  and 
savvy  enough  to  inform  us 
that  Marie  is  remarkably 
coordinated  for  her  age,  thus 
ensuring  a  nice  tip  on  top  of 
the  reasonable  $29  all-day  (or 
$19  half-day)  charge. 

The  Enchantment  is  also  a 


Kids'  plans  for 
the  day,  half  day, 
or  evening 


fun  place  to  spend 
time  together:  Marie 
loved  bobbing  in  the 
many  toasty-warm 
pools  with  us.  And 
the  concierge  can  ar- 
range open-air  jeep 
trips  to  dramatic 
sandstone  canyons 
and  the  local  Indian 
ruins. 

This  is  a  full- 
service  resort:  Fresh- 
squeezed  orange  juice 
and  a  USA  Today  are 
waiting  on  your  door- 
step each  morning. 
(Marie  thought  that 
was  magic.)  Every 
room  features,  at 
minimum,  a  private 
deck  overlooking  the 
canyon,  while  suites 
also  have  fireplaces, 
two  baths,  and  a 
kitchenette.  Rates, 
depending  on  the 
season,  run  from 
about  $145  per  night 
for  a  simple  room  to 
$4H0  for  a  two-bed- 
room casita.  We  made  our 
reservations  late,  so  we 
couldn't  book  a  room  with  a 
kitchenette,  as  we  had  hoped. 
meal  snags.  We  agreed  with 
some  other  parents  that  the 
Enchantment's  food  service  is 
the  only  slight  negative  for  a 
traveling  family.  While  the 
food  itself  is  quite  good,  the 
resort  has  only  one  dining 
room— to  which  most  families 
are  loath  to  haul  rambunc- 
tious kids.  Room  service  is  a 
good,  though  pricey,  option, 
or  you  can  whip  up  your  kids' 
favorite  eats  in  the  kitchen- 
ette. We  at  least  like  to  have 
yogurt,  fruit,  milk,  and  juice 
available  for  Marie  when 
we're  traveling,  but  here,  no 
kitchenette  meant  no  refrig- 
erator, either. 

We've  seen  parents  look 
forlorn  and  guilty  leaving 
their  kids  in  the  care  of  a 
baby-sitter  or  nanny  at  a  va- 
cation spot,  especially  if  the 
kids  start  to  whine  and  com- 
plain. But  it  was  easy  to  get 
Marie  excited  about  a  pro- 
gram that  "only  kids  get  to 
do."  And  the  break  from  the 
demands  of  parenting  24  hours 
a  day  let  us  appreciate  the 
time  spent  with  her,  post-R&R, 
even  more.      Joan  Hamilton 
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Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 


WHOLESALE 


3M 

Bun  6  rolls 
of  810  3/4" 
\  12%" 
(ape  and  receive  a  f  ret* 
< '  *x  black  dispenser. 
#7(15  IX  s,y<*> 


-  0  eldon 

Stackable  Letter  I  ra\ 

#  mm 

99Cea 


Kull-SIrip  Mack  I  >.-k 


#  747BK 


Stapler 

s7"ea 


PAPER  MATE 

White 
Correction 
Hind 


56Cr  \ 


You  sinipl>  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company  Over  M.nOO  different  items,  same  day  shipping,  .mil  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it1  Call  for  details  and  \our  free  catalos. 


1-800-962-9162 


\d  <  'ode  00X5 


Computer  Software 


300  diseases  *  700  medications 
'  family  &  doctor  info 
1  medical  history 
'  lead  poisoning 
'  immunizations 
'  identification 
'  medical  reports 
'  search  diagnosis 


c 


BABYDOC™  IN  A  DISK 

A  must  for  every  home 
with  children 


$49.95 


'  growth  &  dev 


Baby  doc  ™ 
P.O.  Box  26180 
Fresno,  CA  93729-6180 
(800)-NICE'KID  *  (8001-642-3543 


Presentation  Equipment 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


STAR\L!TE 

LASER  PQIN 

Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


•  1  Year  Warranty  •  <  5mW  Power 

•  Range  up  to  100  yds 

•  2  AAA  Batteries  Included 
DEALER  INQUIRIES  WELCOME 

Q  RIPCC 


800-854-6686  DEPT.  H 


Investment  Services 


FOLLOW  A  LEADER 
SEVEN  LETTERS 
INVESTMENT  GUIDE© 

READ  THIS  BOOK1  14 
Chapters  on  Investing 
Fundamentals,  plus  a 
Dictionary  of  Financial  Terms 
has  aided  in  achieving  tor  his  clients 
results  tar  beyond  expectations  Follow 
this  Registered  Investment  Advisor  (40 
years  with  a  NYSE  lirm)  and  achieve 
success  m  investing  tor  a  LOW-LOW  . 
fi1  A  ftC  SEND  CHECK  OR  MONEY  ORDER 
JHivVJ  Md 5'  95  Pos,a9e  s  Handling 
i  Beautifully  packaged  cassette 
also  available  §  §9  951 


AMEX  &  VISA  accepted  ■ 
1-800-345-5609 
Seven  Letters  Corp  ,#800. 
11C1  Bnckell  Ave „  <r-\  . 
Miami,  FL  OfV 

3131  yV. 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 
BRONZE  COLLECTION 
BRONCO 


BUSTER 


S140 


"Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
and  Associates 

4305  S  Highway  17-92 
Casselberry.  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg  &  hdlg  additional 


Computer  Software 


SAVE  TIME  AND  MONEY  IN 
ENGINEERING  &  RESEARCH. 


Let  our  IBM  PC/Compatible 
Intelligent  software,  QUALITEK-4 
(list  $1,195),  automatically  design 
and  analyze  your  TAGUCHI 
experiments.  Call/Fax  for  our 
FREE  full  featured  working 
model:  NUTEK,  Inc.  Ph  313/642-4560 
Fax  313/642-4609. 


Audio  Books 


BOOKS 
ON  TAPE 


*^^World's  Largest  Selection  ol  Audio  Books 


Best  Sellers 
on  Cassette 

Full-length 
Readings 

Call  for  Free 
Brochure 


(800)  626-3333 


International  Opportunities 


Exercise  your: 
CHINA  MARKET  LINK 

Explore  investment  opportunities 
in  the  rapidly  expanding  China 
market  through  direct  meetings 
with  the  right  Chinese  government 
and  industry  officials.  CHINA 
MARKET  LINK  will  organize  every 
detail  of  your  visit.  Our  professionals 
will  custom  design  an  itinerary  to 
meet  your  specific  needs.  Call  for 
details.  1-800-WLD-LINK 

TnGlobal  International  Market  Services,  Inc. 


Business  Opportunities 


START  YOUR  OWN 


PRIVATE  POSTAL  CENTER 


MAILBOX  MANUFACTURER  has  free 
mailbox  catalog  and  information  on 
Private  Postol  Centers  and  related  busi- 
ness services.  HIGH  PROFIT  I 


-  1A  Llr*  (800)323-3003 

irMrt  m-ni  cHn\9  »»ca  !2m2J2-6i8i 

lUrlTlMlrlMI  ,010E  62ndSt.LA  ,CA90001 
People  Committed  to  Quality  Since  1936 


Financial  Sen/ices 


WILL  YOU  HAVE  ENOUGH  MONEY 
TO  RETIRE  C0MF0RTABL  Y? 

ANNOUNCING 

RETIREMENT  PLANNING 
YOU  CAN  AFFORD! 


FOR  ONLY  $39.95  RECEIVE 
A  PERSONALIZED  COMPREHENSIVE  ANALYSIS,  DETAILING 
HOW  VOU  CAN  FULFILL  YOUR  FINANCIAL  DREAMS 
• 

YOUR  20  PAGE  REPORT,  COMPLETE  WITH 
CHARTS  ANO  GRAPHS  WILL  HELP  YOU  DETERMINE 

•  THE  FUTURE  VALUE  OF  YOUR  RETIREMENT  PLANS 

•  THE  BEST  INVESTMENT  MIX  FOR  YOU 

•  YEARLY  INCOME  YOU  LL  NEED  TO  REACH  YOUR  RETIREMENT  GOALS 


FOR  FREE  DETAILS  WRITE  TO: 

RETIRE'EEZ 

5494  PERKT0MEN  AVE.  #310.  READING.  PA  19606 
A  CLEARER  VISION  OF  TOMORROW 


Office  Supplies/Equipment 


WARNING: 


Electricity  May 
Cause  Cancer! 


A  Swedish  study  \ 
revealed  that  the  s\ 
Cancer  risk  to  \ 
children  continuously 
exposed  to  2  m(» 
of  EMFs  -  Electro 
Magnetic  Fields  - 
was  3  times  higher  $39.9' 
than  normal.     Uoncv  Back  c.u 


Why  Take  a  Chance? 


Measure  the  Dr.  dams7" 

EMFs  from  your:     is  an  easy  to 
-Office  Equipment  use  Gauss 
-Computer  meter  which 

-Cellular  Phone  accurately 
-Power  Lines  measure  EMFs 

-Electric  Blanket  jn  your  office 
-Appliances  and  home. 

TAX  Requests  tor  more  into  and 
Orders  to  6 1 9-673-7  1 70  F  AX 


Education/lnstrul 


COLLEGE  DEii 

BACHELORS  •  MASTERS  •  1 


Pacific  Western  Ur 

600  N  Sepulveda  Blvd 
Los  Angeles  CA  90049  I 


University  Dec 

Home  study  Associate, 
Masters,  and  Doctoral  degre 
Law,  Psychology,  Business  / 
Technology  Management,  I 
Administration,  Internationa" 
Human  Resources. 

Call  800/477-22 
Southern  California  Url 
202  Fashion-BW,  Tustinl 


EXTERNAL  DE(V. 

BA/BS  MS/MBA  PR 
|  Credit  for  work  /life  exp. 
(800)  444-8569  (2  J 

LaSalle  Unives- 

|  Dept.  569  Mandeville,  LAB 

IB 


RESEARCH  REIII 

19,850  academic  topics  H 
Send  $2.00  for  the  290-paoJ 
Custom-written  reports alsB 
RESEARCH  ASSIST.i: 
11322  Idaho  Ave.,  #2| 
Los  Angeles,  CA  90 
Toll  Free  Hotline:  800-3 
(California:  31 0-477-1 


Cable  TV 


FREE  CATALOG!  1-80C 
JERROLD  HAMLIN  CM 

CABLE  TV  DESCRAIA 


•  Special  prices'  •  compare 
Pnces1  •  Orders  From  Stock  f 
•  Guaranteed  Warranties  i 
•  All  Maior  Credit  Car  1 
PACIFIC  CABLE  CO 
73257;  Reseda,  Dept  871  Resel 
For  catalog,  orders  &  into  1-8| 


CABLE  BOX  WHOLE !tL 

1 -800-841 -78IL 


Best  Prices  •  Best  St* 
All  Major  Brands  CelB 
CALL  FOR  FREE  CA  U 


Cable  Box  Wholesaler 
460  West  Roger  Road 
Tucson,  Arizona  85 


CABLE  TV  DESCRAIB 

CONVERTERS,  ACCEtt 

Name  Brands.  Lowest  Prices.  If 
For  FREE  16-page  color  ca|H 

CABLE  READY (800)  23" 
COMPANY    *  ' 


II 


D  RATES  AND  INFORMATION 
'HONE  (312)  337  3090 
(312)  337-5633  OR  WRITE 


_  _  BUSINESS  _  W£FK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


stment  Services 


and  Entrepreneurs 


oduces  investors  and 
leurs  based  on  mutual 
iterests  in  a  confidential, 
i  selective  manner. 

T94-  9398  ext.  245 

■gest  non-profit  economic  develop- 
Capital  Network  in  the  U.S. 


ess  Opportunities 


BLIND  POOL 


'Ctive-Funded-$50,000 
le  Stock  2  years  old. 
Sell  or  Merge 
ilable  Immediately 
'ill  do  custom  blind  pools 
i  90  days  lead  time. 
7ery  Economical 

1 1-800/285-1271 


IZF.0  CHILDREN'S  BOOKS 


[men!  into  that  profitable  business  you  have 
oboot!    Vn   excellent   home  operate,! 


.-II  i 


M.i 


anywhere  there  are  people.  It's  easy  to 
Uing  our  exriting  line  of  personalized 
er exeitilUT  product*  as.nl;il.l< 

Call  today:  214-248-9100 
k    I)  &  K  Enterprises,  Ine. 

3216  Commander,  Suite  101,  Dept  21 

Carrolllon,  Texas  75006 


i^i'.  Start  your  own  busi- 
Hr*  »-  ness  •  Personalize 
books  at  home  • 
Disney,  Warner 
r,  Bros.,  Mattel  & 
Kt  Jtfc  NFL*  Financing 
Available*  $1495. 


REE  Book  and  Kit 
14/385-3800 


)nalized  Children's  Books' 
a  Ste  435  Dallas,  TX  75244j 


ublic  Opinion 


S  HELL!  About... 


YOUR  LETTER  FAXED 
OR  HAND  DELIVERED 

TO  ALL  535 
CONGRESSPEOPLE 


'  THE  CONGRESSIONAL  CONNECTION,  INC. 


tancial  Services 


CASH 

WITHIN  24  HOURS 
BANK  TO  BANK  TRANSFERS 
JCE  ASSUME  THE  CREDIT  RISK 
LJEFF  FARKASJoll  Free 

-241-CASH 

ITAGE  FUNDING  CORP 

Business  the  ADVANTAGE  to  Succeed 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send  for 
FREE  I 


HITCHCOCK  SHOES,  INC 

Dept.  55  K  I  lingham,  MA  02043 


Travel 


TRAVEL  foi  LE$$> 

When  you  already  know  the  destination,  resort,  or 
cruise  you  want,  why  pay  a  full 
commission  travel  agent?  Call  us 
with  the  details  of  your  trip  and 
save  up  to  80%  of  Ihe 
agency's  commission  I 
NEVER  PAY  FULL  PRICE  FOR  TRAVEL  AGAIN! 


501  FIFTH  AVE  , NYC  8DU**i7^»04bU 


Paris  Guarantee' m 

Years  of  business  travel  to  and  through  Paris, 
has  led  Richard  Hutnerto  compile  a  truly  unique 
inventory  of  special  places  in  the  City  of  lightl 
Whether  you  hove  a  few  days,  or  only  hours, 
PaRjS  GlarantiE    is  full  of  "can't  miss"  bistrots, 
brasseries,  bars,  and  boutiques.  Send  $3.00, 
check  or  money  order,  for  newsletter  to: 
Hutner  Consulting,  Inc. 
P.O.  Box  581 
Highland  Park,  IL  60035 


Books/Periodicals 


Gifts  and  Personal  Enrichment 
TOUCH  THE  ORIGINAL 
Great  Books 
SUN  TZU  The  Art  of  War"  . . .  $29.95 

PLATO  The  Republic"  $29.95 

MACHIAVELLI  The  Prince". .  $29.95 

No  shipping  charge.  $10  to  be  on  mailing 
list  100*7*  refundable  on  first  order 

SPARTAN  BOOKS  OF  MAINE 
P.O.  Box  1645 
Presque  Isle,  ME  04769 


Business  Services 


DIRECT  RESPONSE  TELEVISION 

*  1  or  2  minute  commercials 

*  Infomercials 

Complete  turnkey  services,  commercial 
production,  air  time,  800#  order  taking. 
VISA/Mastercard  processing,  reputable, 
affordable,  several  options  available. 

1-800/569-7326 


Manufact 
and  Sourc 
the  Qrien 


Our 
Chinese 
and  Hong  Kong 
offices  have  sources, 
monitor  production, 
import,  finance  and 
provide  office  space  and 
secretarial  service  in  Hong  Kong 
and  trip  coordination  to  China 
Our  commercial  and  technical  staff 
is  experienced  in  Hardware,  Tex- 
tiles, Electronics,  Raw  Materials 
and  Manufacturing  In  Hong  Kong, 
China,  Taiwan  and  other  Far  East  countries 
Flat  Fees!  No  Commission!  No  Mark  Up! 
Contact  MARCO  INTERNATIONAL  CORP. 
Empire  State  Bldg.  43rd  Floor.  New  York,  NY  10118 
Phone  212-967-6500  Fax  212-967-6529 
Or  MARCO  INTERNATIONAL  (HK)  Ltd. 
Kowloon,  Hong  Kong  Phone  852-385-4122 
Fax:  852-780-8747  Telex  30473  Marco  Hx 


Corporate  Gifts 


r  CELEBRATE 

^     AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNAMENT 


RECOGNIZE 

A  CONTRIBUTION 


)  252-5966 
•-41 42,  FAX:  (203)  329-7849 


..Corporate 
Wii  Ties 

Vj)  (150  pc.  minimum) 
Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 


A  SCOTLANDS 
u    FINEST  FOODS 
WORLD  RENOWNED 

Gifts  of  Distinction 

PRE-SLICED 
SMOKED  SCOTTISH 
SALMON 

1  LB  SIDE  $34.50 

2  LB  SIDE  $64.50 
6-4oz.  Handy  Freezer 
Packs  (11/2  lbs.)  $54.50 

Inquire  about  additional 
gourmet  products  and 
Corporate  Discounts. 

1-800-858-7100 

FAX  41 0-644-0635 


„  lr^O=uO),  Dun  &  Brad 
-pt  CIBCR  seasonally  adjusts 


4 


Latest 
month 


Month 
ago 


%  Change 
year  ago 


lions 


$456  0 


$461.3r 


6  0 


Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-91 7S 

S0O-962-IS26  FAX:  207-326-908( 


$4,4195      $4,403. 9r 


7  0 


llions       $5,428.1       $5,357  8r 


6  1 


49.7% 


49.3% 


2  1 


ational  Association  of  Purchasing  Management 


CHRISTMAS  GIFTS 

FOR  EMPLOYEES  &  CUSTOME 


COLORFUL  3.5  GAL.  CA 

<T  »>OF  GOURMET 

*£==n  POPCORN 

&ZzS      (Carmef.  Cheese,  &  Bu 
Featuring  a  Color*. 
Holiday  Scene 


or  GOURMET 

WICKER 
GIFT  BASKET 

Filed  with  Non- Alcoholic 
Champagne,  Cheese, 
Crackers,  Jelly,  Peani 
Beefsticks,  Candy,  etc 
Gift-wrapped  with  Soft 
Fuzzy,  Stuffed  Animal 

$23  50  each,  includes  FREE 
shipping  &  handling. 
Minimum  order,  1  dozen. 

(Mix  &  Match,  OK) 
10%  discount  on  orders  of 
4  dozen  or  more 

To  select  items  4  discuss  order. 
Call 

MCE  PROMOTIONS 
1-a00-a04-GIFT 


latest 

Week 

%  Change 

week 

ago 

year  ago 

$1,113.6 

$l,103.9r 

1 2.4 

'  270.7 

271.2 

-2  5 

1,024 

344r 

1 16.0 

9/22)  160.6 

162.8 

1  1  8 

,  except  for  free  reserves, 

which  are  expressed  for  a 

latest 

Week 

Year 

week 

ago 

ago 

3.04% 

3.08% 

3.20% 

6.00 

6  00 

6  00 

3  26 

3.18 

3.16 

0/6)  3.23 

3.09 

3.09 

3.14 

3.06 

3.1 0 

listed)  include  machinery  and  defense  equipment, 
ingful 
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FOR  AD  RATtb  AND  INFORMATION 
PHONE  (312)  337-3090 
FAX  (312)  337-5633  OR  WRITE 


Marketplace 


BUSINESS  WEEK  MARKET  rIC 
100  EAST  OHIO  STREET  SUIfe 
CHICAGO,  ILLINOIS  606| .' 


Computer  Software 


Business  Know-How 

On  Diskette  (DOS,  Windows  or  Macintosh) 


Text  /  financials  —  Organize  &  Finance!  $1 29 

Employee.ManualMfl^r™  140  plain-English  policies  S 1 39 

PublicityBK#<fer™    —  Get  FREE  advertising!  —  $  1 29 

Safety PlanfiM/W^r™  Comply  with  OSHA:  avoid  lawsuits  $  1 39 


PAN 


Comprehensive,  flexible,  proven.  Complete  vital  business  projecLs 
in  a  fruition  of  the  time  (and  cost)  that  it  takes  to  create  them  from 
scratch!  Do  it  right  and  enjoy  more  time  for  other  priorities. 

FREE  CATALOG  (800)  346-5426 


AEarn  MBA  At  Home  ; 

>  B  S  7M  S  Programs  Also  Available 

>  Busness.  Environ m vital  Studies.  Computer  Science 
!•  Join  students  from  Fortune  500  companies 

CHADWICK 

UNIVERSITY 

"Learning  not  limited  by  dazsroom  walls  " 
For  free  catalogue  call:  I  -800-767-2423  ^ 


Contact  Lenses 


IIIII.IV 


STAR  LITE 

LASER  PQINTER 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


s72 

WHITE 

82 

SILVER 


•  1  Year  warranty  •  <  5mw  Poweri  sq« 

•  Range  up  to  1 00  yds  \ 

•  2  AAA  Battenes  Included 
DEALER  INQUIRIES  WELCOME 

Q  RIPCC 


800-854-6686  DEPT.  H 


Investment  Services 


FOLLOW  A  LEADER 
SEVEN  LETTERS 
INVESTMENT  GUIDE© 

READ  THIS  BOOK'  14 
Chapters  on  Investing 
:.~z--?"i  s  D'uS  a 
Dictionary  of  Financial  Terms 
has  aided  m  achieving  tor  his  clients 
results  tar  beyona  expectations  Follow 
this  Registered  Investment  Advisor  (40 
years' with  a  NYSE  firm)  and  achieve 
success  m  investing  for  a  LOW-LOW 

CM  flf  SEND  CHECK  OR  MONEY  ORDER 
M.gQAtfSf  95  Postage  &  Handling 
I  Beautifully  packaged  cassette 
also  available  @  $9  95 1 


AMEX  &  VISA  accepted  - 
T -80C-345-5609 
Seven  Letters  Corp  .*800. 
11C1  BnckellAve..  . 
Miami.  FL  OrV 
33131  -  ^~ 


Telecommunications 


Callers  On  Hold? 


Tell  them  about  your  products  or  services 
with  RTI's  Information-On-Hold  system' 
■L>gnal--oo  cMjnucns  tapes  lo  war  or  break 
•Professionally  recorded  messages 


mm  —Wk 


Call  from  the  phooe  ' 
^*oo  your  fa  machine  to  rtcr 
n?   produa  brochures  inaaary 

1-800-860-5701  ^412-981-6731 


j 


Corporate  Gifts 


Ambassador  Lapel  Flags: 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We  ll  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford.  CT  06776.  USA. 
800)  535-5255  •  Fax  (203)  354-2786 


li_  , 


Telecommunications 


Save  up  t  o  50% 

International  Calling 
...for  less 


T 


Call  800-530-331 


Thrifty  Tel,  Inc. 

Loag  Distance  Quality  Communication 


Newsletters/Periodicals 


Technologies  Tomorrow 

P.O.  BOK  21897 
nibuquerqup,  SM  87154-1897 


The  newsletter  about  the  tecB 
of  tomorrow  —  today.  To  geB 
business,  technical  and  invesP 
information  you  need  to  keej 
advances  in  technology,  call  i 
237-1070  for  a  sample  issue. 
.cnption  is  $450  in  the  Uj 


Menswear/Fashion 


Health/Fitned 


d POOLE 


Great  Skirts. 

AMAZING  PRICES. 

Tne  Finest  All-Cotton  Dress  Skirts 
Call  For  Our  Fiet  Catalog 

w,tn  FABRIC  SWATCHHS 

1-800-54-BYRON 


Executi 
Comfo 


The  onlyl 
orthopedic! 
for  execul 

5'2"  to  (? 


E  IN  THE  BUSINESS  WEEK  MARKETPLACE... 
£ACH  6.5  MILLION  RESPONSIVE  READERS!! 

email  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  September  2 


STATE: 


FAX: 


ZIP: 


r 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 
hone  312/337-3090  •  Fax  312/337-5633 


CUSTOM 

PUBLISHING 


PXDiTmgjQXi 


Publishing  made  simple 

YOU   MAY   NOT   KNOW  Tills: 
Business  Week  and  the  resources  of  its 
parent  company,  McGraw-Hill,  are 
at  your  disposal  tor  your  publishing 
projects. 

Magazines.  Brochures. 
Newsletters.  Books.  In  black 
and  white.  Or  color.  We  can 
handle  as  much  of  your  project  as 
you  like,  from  editorial  and  design 
through  printing  and  distribution. 


• 

• 

; 

1  •  ! 

— • '     i  --.-j-  i  jo) 

RTpt.  CIBCR  seasonally  adjusts 


McG 
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month 

Month 
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%  Change 
year  ago 
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$456  0 

$461.3r 

6.0 

in  60 

$4,419.5 

$4,403. 9r 

7.0 

llions 

$5,428.1 

$5,357.8r 

6  1 

mean 

49  7%, 

49.3% 

2.1 

your  \ 

ationol  AssociaHon  ofPu 

chasing  Management 

in  in  a 

can  i 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

$1,1 13.6 

$l,103.9r 

12.4 

Plea 

270.7 

271  2 

-2.5 

1,024 

344r 

1 16.0 

Cab 

?/22) 

160.6 

162  8 

1  1  8 

except  for  free  reserves, 

which  are  expressed  for  a 
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to  S  H 

latest 
week 

Week 
ago 

Year 
ago 

Bus 

3.04% 

3.08% 

3.20% 

6.00 

6.00 

6  00 

Acc  " 

3.26 

3.18 

3.16 

0/6) 

3.23 

3.09 

3.09 

3.14 

3  06 

3.10 
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Put  Your  Business 

Lto  Global 
Perspective 

The  1993  Business  \5eek  Eiiro)3e  Romidtahle  of  Qiief  Executives 
I  ncommon  ( -ounuie:  Bold  New  Models  of  ( Corporate  Leadersliip 
Presented  in  affiliation  with  EN  SEAD 


li'lllf! 


STAR  LITE 


LASER  P 

Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


INTER 


•  Range  up  to  1 00  yas 

•  :  -A-         r;  -:  -:r: 
0£4i£ff  INQUIRIES  WELCOME 


Hotel  George  \.  Paris.  France,  November  3-5.  1993 

r  is  emerging.  And  opportunities  are  presenting  themselves  at  a  staggering  rate.  The 
portunities  is  now.  \\  hich  is  whv  Business  Week  has  assembled  the  foremost  leaders 
>ss  communit\  —  the  vers  leaders  who  will  help  reshape  this  world  economy. 


s82 


asm 


he  \{^K\  Business  Week  Kuropean  Koundtahle  will  have  a  ran-  opportunity  to 
perspectives  with  the  CKOs  ol  Kurope's  largest  corporations.  Session  topics 
sit)  into  Fortune:  Chief  Executives  leading  the  Way:  Capital  Markets.  Corporate 
orate  Governance:  Doing  More  with  I^ss:  Flattening  the  \ertical  Organization. 

|j.  For  sponsorship  information,  contact:  W  illiam  H.  DeGraff.  Director  of  Sales. 
-  .512.6012.  In  Europe  contact:  Alice  Thorpe  Pi  .liner  +44.71.589.6007. 


Investment  Services 


FOLLOW  A  LEADER 
SEVEN  LETTERS 
INVESTMENT  GUIDE 


HtAU  In  IS  OUUH  r« 

~~;:'r's  z~  " 
z.-zi~-~i  s  : = 
Dictionary  of  Financial  Term 
-ss  i  ziz  -  ar  i.  'g  'esc  e"s 


"  ::;  £Zt  I  -rz  "C 


i>,'E>  i  .  Si  i::n-iz 

.=-5-S  Zz~  $800 
1101  BfxSte-jAve..  , 
Miami,  a 


Ih. 


Jimu ■-  \  .  Kelly  . 

Vtinosins  Ihreetor-hurnpe  and  Asia. 
Gemini  Consulting 


Sir  Peter  Middleton. 

Chairman. 
Barclays  de  T^ete  W  edd  lumitetl 


:  •Barclays  de  Zoete  Weild  Limited  •Gemini  Goiwiltiiis  •Sprint  Internationa 


Beyond  neus.  Intelligence. 


JCTION 

ti  last  week:  -0.1% 
■n  last  year:  5.5% 


1967=100  (four-week  moving  average) 


Sept  25 
1913 


Sept  18 
191.4 


Jan. 
1993 


May 
1993 


Sept 
1993 


Hon  index  was  virtually  unchanged  in  the  week  of  Sept.  25,  as  the  index 
o  climb  out  of  its  mid-September  hole.  On  a  seasonally  adjusted  basis, 
3utos,  trucks,  steel,  paper,  paperboard,  and  rail-freight  traffic  declined, 
ic  power,  crude-oil  refining,  and  lumber  production  increased.  Coal  output 
lged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
e  index  increased  slightly,  to  190.5,  from  190  3 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc. 


LEADING 

Change  from  lost  week:  0.0% 
Change  from  last  year:  7.8% 


233  . 


228. 


223  . 


13U 


Sept 
1992 


Jan. 
1993 


May 
1993 


Sept.  25 
233  6 


Sept  18 

233.6 


Sept 
1993 


The  leading  index  was  unchanged  during  the  week  ended  Sept.  25,  but  drops  in 
most  of  the  latest  week's  indicators  mean  the  index  should  start  to  decline.  Lower 
stock  prices,  higher  bond  yields,  increased  business  failures,  and  deteriorating  growth 
in  real  estate  loans  and  materials  prices  all  suggest  slower  economic  growth  ahead 
Growth  in  M2  was  unchanged  Before  calculation  of  the  four-week  moving  average, 
the  index  was  down  sharply,  to  232.1,  from  234.4. 

Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Research 


CTI0N  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

)  thous.  of  net  tons 

1,769 

1,798# 

4.3 

'2)  units 

152,816 

1 1  l,493r# 

30  4 

1/2)  units 

124,732 

105,385r# 

41.1 

OWER  (10/2|  millions  of  kilowatt-hours 

56,063 

58,496# 

1.7 

REFINING  (10/2)  thous.  of  bbl./day 

13,872 

13,884r 

0.5 

)  thous.  of  net  tons 

19,409# 

1 9,405 

5.1 

!D  (9/25)  thous.  of  tons 

796.3# 

806.8r 

-1.9 

5)  thous.  of  tons 

782  0» 

800. Or 

-2.5 

/25)  millions  of  ft. 

497.2# 

482  6 

-2.9 

HT  (9/25)  billions  of  ton-miles 

21.8# 

22.1 

2.3 

nerican  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
roleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
Railroads 

N EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

fEN  (io/6) 

105 

105 

121 

IARK  (10/6) 

1.63 

1  61 

1.48 

IUND  (10/6) 

1.52 

1.51 

1  69 

ANC  (10/6) 

5.67 

5.63 

5.01 

DOLLAR  (10/6) 

1.34 

1.32 

1.25 

NC  (io/6) 

1.42 

1.41 

1.31 

'ESQ  (io/6)J 

3.115 

3  118 

3.105 

□jor  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
ssed  in  dollars 

y  i 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

5)  $/troy  oz. 

356.250 

353  200 

1.7 

IP  (10/5)  #1  heavy,  $/ton 

122.50 

1 12.50 

35  4 

;S  (10/5)  index,  1967=100 

2118 

21 1.6 

69 

D/2)  C/lb. 

86.7 

870 

-20.3 

1  (10/2)  C/lb. 

52  0 

52.3 

-9.2 

/2)  #2  hard,  S/bu. 

3  24 

3.25 

-1 1.7 

0/2)  strict  low  middling  1-1/16  in.,  C/lb. 

56  19 

56.03 

14.0 

ndon  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
«s  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (io/i)S&P500 

460.70 

455.91 

10.9 

CORPORATE  BOND  YIELD,  Aaa  (10/1) 

6.69% 

6.79% 

-15  6 

INDUSTRIAL  MATERIALS  PRICES  (lo/i) 

94.0 

94.4 

-4.4 

BUSINESS  FAILURES  (9/24) 

340 

331 

-9.3 

REAL  ESTATE  LOANS  (9/22)  billions 

$401.5 

$403. 8r 

0.3 

MONEY  SUPPLY,  M2  (9/20)  billions 

$3,508  7 

$3,507.6r 

1  8 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/18)  thous. 

340 

324 

-19.8 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brod- 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loans 

l.'.MIhllVJW.l.'M.'.IM  !  .If/I.'.IT^HH 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

C0NSTR.  SPENDING  (Aug  .)  annual  rate,  billions 

$456  0 

$461. 3r 

6.0 

CONSUMER  SPENDING  (Aug  |  billions 

$4,419  5 

$4,403. 9r 

7.0 

PERSONAL  INCOME  (Aug.)  annual  rate,  billions 

$5,428.1 

$5,357.8r 

6.1 

PURCHASING  MANAGERS'  INDEX  (Sept.) 

49.7% 

49.3% 

2.1 

Sources:  Census  Bureau,  Commerce  Dept.,  National  Association  of  Pur 

chasing  Management 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (9/20) 

$1,1 13.6 

$1,103  9r 

12.4 

BANKS'  BUSINESS  LOANS  (9/22) 

270.7 

271  2 

-2.5 

FREE  RESERVES  (9/29) 

1,024 

344r 

1 16.0 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/22) 

160.6 

162.8 

1  1.8 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expre 
two-week  period  in  millions} 

ssed  for  a 

I'lirhiii/iH^i^.^HH 

Latest 
week 

Week 
ego 

Year 
ago 

FEDERAL  FUNDS  (io/5) 

3.04% 

3  08°: 

3.20% 

PRIME  (10/6) 

6.00 

6.00 

6  00 

COMMERCIAL  PAPER  3-MONTH  (io/5) 

3.26 

3.18 

3.16 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/6) 

3.23 

3.09 

3.09 

EURODOLLAR  3-MONTH  (10/1) 

3.14 

3.06 

3.10 

Sources:  Federal  Reserve  Board,  First  Boston 


n  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
Vood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA= Not  available     r= revised     NM  =  Not  meaningful 
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When  the  best 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLYGETYOUR 
MONEYS  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBCs  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 


MoneyTalk 


Monday -Friday  730PM  (ET) 


<§NBC 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


A 

Dillingham  Construction  60 

Advanced  Micro 
Devices  42 

DuPorr  22 

Aetnc  68 

E 

Alex.  Brown  62 

E.F.  Hutton  84 

American  Express  84 

Ecosoft  67 

American  Family 

5  ■**  c  c re  32 

Cruises  96E4 

E'ecr-  67 

American  International 

Technologies  76 

Evans  Economics  18 

American  Personal 

F 

Communications  45 
American 

Families  Welcome  94 

Superconductor  67 

First  of  Michigan  84 

Apple  Computer  10,72 

Ford  42,72 

Arthur  D.  Little  60 

Fred  Meyer  60 

AT&T  30.  45.  72 

:'ff-  r-  :  r  :  c  62 

Atari  50 

Fund  American  Enterprises 

Atoka  Exploration  30 

Holdings  84 

B 

Furman  Selz  32 

K-tel  International  90 

KeyCorp  42 

'  "r-  84 

Kohlberg  Kravis  Roberts  60 


Reliance  Finon 
Services  84 

RJR  Nabisco 

Royal  Caribbe  ) 
Lines  96E4 


,  Bally  Monufocturing  80 
Bank  of  America  84 
Baring  Securities  47 

i  Baxter  International  90 

I  Bertelsmann  32 

j  BIS  Strategic  Decisions  72 
Blockbuster 


British  Airways  42 

c 

Caremoric  International  90 

Carl  Karcher  Enterprises  62 
J  Carnival  Cruise  Lines  96E4 
!  Castle  Harlan  84 

Chose  Manhattan  22 

Chemical  42,84 

Chicago  Bulls  38 

CIGNA  36 

Circus  Circus  80 

Citibank  84 

Citizen  Watch  72 

Columbia  Healthcare  36 

Comcast  32 

Commercial  Credit  84 

Conoco  22 

•    Z-z:  -  e  96E4 

CostCo  Wholesale  60 


For  cable  channel  call  1-800-SMART-TV 
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Daiwo  Securities  22 
Delta  Air  Lines  94 
Digital  Equipment  72,  91 


Galen  Health  Care  36 

•  •  62 
GE  84 

General  Dynamics  67,  76 
|  Goldman,  Sachs  45,  72 
I  Green  Burrito  62 

H 

Harmon  International  16 

~Z-  36 

HeairhTrust  36 

Hewlett-Packard  46,  72 

Hilton  80 

Holland  American 
Line  96E4 

Hughes  Alrcrc'-  76 

Humana  36 

Hutchison  Whampoo  47 

IBM  16,46,72 

Intel  30,42 

ISI  Group  18 

Island  Hidewavs  96E2 

Israel  Tambour  67 

ITT  Sheraton  Hospital 
Franchise  80 

J 

Jones  Intercab'e  32 
Journeys  International  94 


Landry  &  Kling  96E4 
Liberty  Media  32 
Lockheed  76 

Los  Angles  Cruise  Line  96E4 
M 


'■'  :'::re**rr  84 

Mark  L  Wolk  & 
Associates  10 

Marvin  &  Palmer  47 

MasPar  Computer  72 

McDonald's  22.  38 

McDonnell  Douglas  76 

McGraw-Hill  1,20 

MCI  45 

Medco  Containment 
Services  90 

Merck  90 

Merrill  Lynch  18,84,90 
Metropolitan  Life  68  84 
I  MGM  Grana  80 
Microsoft  10 
j  Mirage  Resor*s  80 
MMS  International  20 

r.    45   47  84 

j  MTV  32 
N 


Safety-Kleen 

5:;e-c.  60 

Salomon  Brotr 

San  Francisco 

Shearson  Lehn  |- 
|    Brothers  84 

Showtime  Net 

Siemens  46 

Silicon  Graphi 

Smith  Barney 

Society  42 

::■  72 

SoundView  Fin  r 

Southern  Calif 
: r  i : -  67 

Southwest  Airlf- 

Spiegel  32 

Spring  Industrii  - 

Stirling  Design 

Stop  &  Shop 

Sun  Microsyste 

T 


Tele-CommunidJ ! 
Telebras  50 
I  Time  Womer  3 


National  Medical 
Enterprises  68 

NBA  38 

Network  Equipment 
Technologies  72 

N.ke  38 

Nintendo  50 

Northrop  76 

Novell  10 

Nynex  32 

P 


"rave-e's  68, 

u 


Union  Texas  Pe 
United  Airlines 
United  Gaming 
USAir  42 
U  S  West  72 

V 


PaineWebber  84.  90 

Paramount 
Communications  32,  84 

Patten  90 

PepsiCo  22 

Be^robras  50 

Phoenix  Suns  38 

Piper  Jaffray  60 

-•  :e  60 

Primerica  84 

Princess  96E4 

:  84 

Q  

Quaker  Oats  38 
QVC  Network  32 


Viocorr  32,  84 
Villas  Intematio 
Virgin  Atlantic 

W 


Walt  Disney  33  I 
Wellcome  Trust 
Wharf  (Holding  f 
Whittaker  34 
Wlson  Sporting  * 
Wnco  96E2 
WMX  Technoloc 


91 

1 


Zenith  Data  10 


n 

ter  drew  to  □  close 
got  under  way,  but 
in  the  U.S.  capital 
sst  rates,  both  short- 
,  remained  steady, 
lorket,  the  best 
ie  week  were  in  the 
the  Dow  Jones  in- 
the  smallest,  those  in 
DO.  Foreign  morkets 
in  President  Boris 
y  over  the  insurgent 
H  big  rallies.  The 
man  stock  markets 
lighs. 


STOCKS  BONDS 

Sept.     Mar.     Sept     Sept.  30-Oct.  6  Sept.     Mar.     Sept.    Sept.  30-Oct.  6 


52-week  change 
+  14.0% 


■470  1700 


1  -week  change 

+0.1% 


ii 


52-week  change 
+  13.7% 


1-week  change 

+0.1% 


THE  DOLLAR 

Sept.     Mar.     Sept     Sept  29-Oct.  6 


52-week  change 
+6.0% 


1  -week  change 
+0.3% 


ANALYSIS 


%  change 


Latest 

Week 

52-week 

CIIUrtAUCUTAI  c 

runiiAfncn  inks 

Latest 

Week  ago 

Year  ago 

(DUSTRIALS                    3599  0 
'AN ItS  (S&P  MidCap  Index)    1 75  0 
NIES  (Russell  2000)  254.3 
S  (Russell  3000)  267.4 

0.9 
-0.4 
1.1 
0.0 

14.2 
24.0 
35  3 
1 7.2 

90-DAY  TRFAtllRY  RILL  YIELD 

7VTI/HI    mCHjUHl    DILL  IIEL1S 

30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 

fan  fftA  nni/r  /riouiurr  niTiA 

S&P  500  PRICE/EARNINGS  RATIO 

3.04% 
6.01% 
2.74% 
21.7 

2  99% 
6.00% 
2.71  % 
23.8 

2  87% 
7.49% 
3.10% 
20.8 

OCKS  latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

neeK 

»z-weeK 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

450.2 
63.4% 
0.41 
2.73 

449.5 
60.8% 
0.41 
2.87 

Positive 
Neutral 
Positive 
Negative 

1NCIAL  TIMES  100)  31008 
1  INDEX)                      20,500 .3 
COMPOSITE)  40555 

2.3 
2.1 
18 

23.2 
1 9.8 
26.1 

rRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

; LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

D  MOTELS 

13.1 

111.6 

PROMUS 

15.8 

3200 

78  3A 

il  STORES 

10.1 

29.9 

J.C.  PENNEY 

14.9 

37.3 

48  Va 

APPAREL  RETAILERS 

10.0 

10.3 

GAP 

14.7 

2  9 

31  Vt 

8.1 

63.0 

NUCOR 

19.2 

112.0 

53  Ve 

TATI0N  SERVICES 

8.0 

63.3 

PITTSTON  SERVICES  GROUP 

1 1.2 

45.5 

22  3/s 

[  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

-10.6 

-7.9 

ASARCO 

-13.9 

-25.3 

17 

I 

-9.1 

2  7 

REYNOLDS  METALS 

-1  1  2 

-14.1 

42  Vi 

CATIONS  EQUIPMENT 

-8.1 

17.4 

DSC  COMMUNICATIONS 

-10.7 

380.0 

59  % 

E  BROKERS 

-8.0 

-8.8 

ALEXANDER  &  ALEXANDER  SVCS 

-15.9 

-21.5 

20  '/2 

NTATI0N 

-7.2 

24.0 

PERKIN-ELMER 

-12.5 

-5.3 

28  3/4 

MORNINGSTAR  INC. 


LAGGARDS 

il  return 

% 

Four-week  total  return 

% 

1  0CEAN0GRAPHIC  TECHNOLOGY 

1 1.4 

EXCEL  MIDAS  GOLD  SHARES 

-11.9 

ALUE 

8  8 

UNITED  SERVICES  WORLD  GOLD 

-9.8 

1  AMERICAN  INDUSTRY 

7  6 

INVESC0  STRATEGIC  GOLD 

-9.7 

return 

% 

52-week  total  return 

% 

i  STRATEGIC  INVESTMENTS 

133.0 

PILGRIM  CORPORATE  UTILITIES 

-11.2 

>WTH 

105.6 

M0NITREND  GOLD 

-1 1.2 

NEYSHEARS0N  SPECIAL  EQUITIES  B 

76.0 

YACKTMAN 

-8.1 

Average  fund 


4-week  total  return 


52-weelc  total  return 


E  PORTFOLIOS 


jnts 

te  present 
0,000 

e  year  ago 
■folio 

indicate 
I  returns 


Foreign  stocks 
$14,056 

+  1.64% 


Treasury  bonds 
$12,299 

-0.72% 


U.S. stocks 
$11,650 

-0.07% 


llll 


Money  market  fund 
$10,222 
+0.04% 


DRI/McG  RAW-HILL 


Gold 
$10,086 

-0.55% 


page  ore  as  of  market  close  Wednesday,  Oct  6  1993,  unless  otherwise  indicated 
include  S&P  500  companies  only;  performance  ana  share  prices  are  as  of  market  close 


Oct.  5  Mutual  fund  returns  are  as  of  Oct.  I .  Relative  portfolios  are  valued  as  of  Oct  5  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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RUSSIA  IS  READY 
FOR  MARKET  REFORM 

Yet  20  years  later,  the  Beltway  is  abuzz  once  am 
talk  of  industrial  policy.  This  time,  however,  th« 
public  megabucks  chasing  bureaucrats'  commercial  m 
being  replaced  by  a  chorus  of  different  bureaucrats 
their  new  programs  are  focused,  frugal,  and  sensible!! 
new  industrial  policy  buttons  of  the  Clinton  Admiw 
are  "partnership,"  "targeted  public  investment,"  and  I 
er  effects." 

Sounds  good.  Take  the  latest  Detroit-Washingtorft 

partnership,  which  is  part  of  the  Clinton  Administm 
effort  to  promote  high  tech.  The  auto  deal  will  trap 
fense-related  technology  to  the  Big  Three.  The  M 
triple  the  mileage  of  cars  some  ten  years  from  i 
Commerce  Dept.  also  has  a  pilot  program  to  spread 
turing  technology  to  small  companies.  Taxpayers'  i 
much. 

In  trade,  Washington  is  relaxing  old  cold  war  tec! 
controls  to  promote  computer  exports,  pushing  for  i 
through  deals  on  the  General  Agreement  on  Tariffs 
the  North  American  Free  Trade  Agreement,  an( 
access  in  Japan.  It  is  also  shifting  existing  funding  ; 
help  exporters,  and  tying  some  foreign  aid  to  the  pi 
U.  S.  products.  Good  ideas,  all. 

The  third  leg  of  Clinton's  emerging  industrial  ] 
eludes  human  capital.  Here  the  Administration  pla 
train  millions  of  workers  displaced  by  the  global 
and,  of  course,  cut  health-care  costs  for  the  nati 
could  boost  U.S.  global  competitiveness  significantl; 
right. 

But  the  Administration  has  yet  to  prove  that,  d< 
good  intentions,  its  new  industrial  policy  will  turn 
anything  better  than  the  lemon  socialism  of  the  { 
Zeitgeist  appears  to  be  shifting  in  this  country  on  th< 
activist  government.  Both  the  middle  class  and  C 
America  are  more  open  to  Washington  helping  t 
through  the  economically  turbulent  1990s— but  only 
do  it  efficiently  and  effectively. 

^A^A^fhile  the  burning  Russian  parliament  building  pro- 
™mmmW  vided  a  vivid  image  of  the  recent  Moscow  re- 

wm  mm    volt,  it  was  the  nearby  Central  Bank  building 
that,  in  essence,  the  fighting  was  really  all  about.  Control 
over  the  direction  of  the  Russian  economy— market  or  cen- 
tralized, private  or  state-owned,  open  or  closed— was  at  the 
very  heart  of  the  battle  between  the  forces  of  President  Bor- 
is Yeltsin  and  the  rebellious  communists  and  xenophobic 
fascists  behind  Aleksandr  Y.  Rutskoi  and  Ruslan  I.  Khasbu- 
latov.  Yeltsin's  victory  over  his  political  opponents  provides  a 
critical  opportunity  to  remake  the  Russian  economy. 

Russia  is  the  last  major  link  in  a  single,  global  market 
economy— an  economic  phenomenon  the  world  has  never 
seen  before.  With  China,  Eastern  Europe,  and  Latin  Ameri- 
ca already  in  the  market  loop,  the  transformation  of  Russia 
promises  to  set  off  an  exponential  explosion  of  international 
economic  growth  in  the  years  ahead. 

But  first,  Russia  must  take  three  decisive  steps  if  market 
forces  are  to  be  harnessed: 

■  Faith  in  the  ruble  must  be  restored.  The  central  bank 
must  slow  down  the  printing  presses  and  tighten  the  money 
supply  to  combat  hyperinflation,  now  running  at  30%  a 
month.  The  bank's  recent  attempt  to  simply  ban  the  U.  S. 
dollar,  used  widely  throughout  the  economy,  will  be  a  futile 
gesture  until  the  ruble  is  stabilized. 

■  The  laws  and  regulations  regarding  foreign  investment, 
ownership,  and  repatriation  must  be  modernized  and  brought 
up  to  international  standards.  With  the  xenophobes  in  re- 
treat, fear  of  Western  "imperialism"  should  take  a  back  seat 
to  the  desire  to  attract  capital  and  technology. 

■  Privatization  of  both  farms  and  the  agricultural  distribution 
system  should  be  quickened  to  get  produce  to  the  cities. 

Much  has  been  made  of  the  need  to  privatize  the  huge 
state-owned  manufacturing  system  as  well,  but  it  just  may  be 
that  this  is  less  of  a  priority  right  now.  Already,  one  in  five 
Russian  workers  is  employed  in  the  private  sector.  While 
huge  state  subsidies  go  to  the  large,  inefficient  factories,  the 
same  funds  would  have  to  be  spent  on  welfare  should  these 
factories  lay  off  millions  of  workers.  China  is  showing  the  ex- 
communist  world  that  it  is  possible  to  generate  a  parallel 
market  economy.  By  encouraging  local  entrepreneurs,  invit- 
ing in  foreign  investment,  and  driving  the  economy  through 
exports,  Russia  could  do  the  same  while  preserving  its  social 
and  political  stability. 

MUNI  BONDS: 

■  W  ■  ^tmw  m  m.  m    mmw  ^mW  ■  m.  mmW  mmW  w 

A  WELCOME  MOVE 

ats  off  to  the  Public  Securities  Assn.,  the  tra 
Hlfl  for  municipal  bond  dealers,  for  its  new  decisii 
1  its  members  to  stop  making  political  contrib 
hopes  of  winning  business.  Christopher  A.  Taylor,  ( 
of  the  Municipal  Securities  Rulemaking  Board,  whi 
lates  municipal  dealers,  is  also  to  be  congratulated 
porting  a  total  ban. 

On  Sept.  6,  BUSINESS  week  ran  a  cover  story 
"The  trouble  with  munis"  that  outlined  the  pricing 
meager  disclosure,  and  weak  regulation  in  the  $1.: 
municipal  bond  market.  It  warned  of  the  danger 
paign  contributions  by  bond  underwriters  to  state  : 
politicians  who  select  them. 

The  PSA  ban  is  long  overdue,  but  nothing  shou 

^tatp  artH  fpHpral  rponilfitnr^  from  ccwit inninc  to  nlff 

ruption  in  the  muni  market.  The  unsavory  tie  betw< 
dealers  and  politicians  must  be  cut. 

INDUSTRIAL  POLICY, 

m  m  MM  mmW  ^mw  Maw  m  um  m          m  mm     m      ^mW  mm  m  ^mm   ■  W 

CLINTON  STYLE 

■  t  is  easy  to  be  cynical  about  industrial  policy.  The  very 

mm*  tpfin   POTtTinT p*5  wi^tpfnl   orivpTnmpn  t   ^r^pnclino'  on  TTli^- 

M—9M    LC1IU     V_UillHJL-CO     W  do  \A2  1  LI  1     KUV  CI  lllilClll     o|JCIJUUIg     \Jll     1  1  1  1  - 

mm  guided  industrial  projects.  Remember  the  S20  billion 
synfuels  catastrophe  of  the  1970s? 
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There's  just  one  choice:  Insist  upon  a  printer  with 
genuine  Adobe™  PostScript"  software  inside.  It's 
the  industry  standard — the  only  way  to  guarantee 
that  your  printer  will  work  with  virtually  every  soft- 
ware application  and  hardware  environment  today 
and  tomorrow.  With  Adobe  PostScript,  you're 
assured  the  highest  quality  output  whether  you're 
printing  from  DOS,  Windows'",  OS/2®,  Macintosh® 
or  UNIX",  from  a  PC  or  a  mainframe.  And  since 
almost  every  major  printer  manufacturer  offers 

The  most  important  choice  you'll  make 
when  choosing  a  printer,  isn  t  just  the  printer. 

Adobe  PostScript  printers,  it's  easy  to  choose  the 
brand  of  printer  that's  right  for  your  company. 
Remember,  the  best  choice  is  the  clear  choice. 
Make  sure  your  next  printer  has  genuine  Adobe 
PostScript.  Accept  no  substitutes.  For  a  free  guide 
on  how  to  choose  a  printer,  call  1-800-962 -362  3 , 
Dept.  S,  Ext.  4306. 


«  U.S.A.  and  Canada  call  your  local  distribute  ir 
1-6555.  Adobe,  the  Adobe  logo,  PostScript 
tttScript  logo  are  trademarks  ot  Adobe 
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risdictions.  Windows  is  a  trademark  of 
^Corporation.  OS/2  is  a  registered  trad> 
temational  Business  Machines 
>n.  Macintosh  is  a  registered  trade- 
pple  Computer,  Inc.  UNIX  is  a 
trademark  of  UNIX  System 
es.  ©1993  Adobe  Systems  A 
ed.  Ail  rights  reserved. 


s  not  just  printing, 
it's  Adobe  PostScript  printing. 


No  One  Offers  Better  Ways  To  Use  The  C 


Improving  customer  service  can  be  the  biggest 
challenge  facing  your  enterprise  today.  It's  a  task 
requiring  information  at 
a  level  of  detail  that  con- 

production  systems  arc 
ventional  information  enormous,  but  they 

systems  can't  effectively       don't  answer, '  What's  the 

.  .      ,  trend  of  your  data?' 

process.  The  detail  data 

The  answers  were  there, 
already  exists  in  your  but  we  couldn't  get 

enterprise.  We  can  help 

you  turn  it  into  timely, 

useful  information. 


William  Milnes,  Jr., 
Executive  Vice  President  and  CM ), 
Communit)  Mutual 


Tin;  Better  You  Know  Your  Custom! 
The  Better  You  Can  Serve  TIiem. 


The  unprecedented  power  of  our  massive 
parallel  systems  and  global  networking  lets  y 
extract  the  information  you  need  from 
the  data  you  have  and  move  it  to  the 
people  who  can  use  it.  This  will  help  you 
understand  and  respond  to  your  customers 
needs  in  ways  never  before  possible.  By  analy>n 
customer  data,  you  can  anticipate  customer  ned 
and  satisfy  them  before  your  competitors  do 
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It  took  a  ream  error?  to  increase  gives  mem  a  greuier  ievei  ui  tum- 
our transplant  procedures  by  50%.  fort  with  our  overall  organization. 
Digital  was  part  of  that  team."  "We're  constantly  looking  for 
"Digital  really  Tiered  us  change  ways  to  be  more  accessible  and 
our  perception  in  the  marketplace.  cooperative.  New  systems,  pro- 
We're  the  4th  busiest  transplant  grams  and  a  team  effort  are  mak- 

M  1 1 '  1 

hospital  in  the  country  ing  a  difference  and  we 

and  in  the  past,  doctors  Mmt  see  it  in  increase  pro- 

sometimes  found  it  dif-  |    ML  cedures.  This  is  important, 

ficult  to  keep  track  of  flKr  M  '  because  although  we 

their  patients  as  thjy  T^fli  are  a  nosP'tal  focusing 

moved  from  one  test,    ^~^^W  on  patient  care,  teaching 

procedur^or  specialist  Ijjj^  and  research,  we're  also 

to  anoth Jf  /  ^^^^  a  Dusiness  ancl  we  need 

"We  needed  a  dis-  fifj  a  healthy  share  of  market 

tributed  clinical  infor-  _  'T  if  we  are  to  stay  viable. 

.     ,  R.  Reed  Fraley,  Executive  Director 

motion  systems  (CIS)   The  Ohio  state  university  Hospitals  Digital  is  far-reaching  in 


hospital  in  the  country 


and  in  the  past,  doct 
sometimes  found  it  < 


•  ficult  to  keep  track  of 


their  patients  as  they 


oved  from  one 


specialist 


to  anotht 


environment.  We  needed  our  sys- 
tems to  speak  to  each  other, 
including  the  mainframes.  And 
Digital  was  a  natural  for  that. 

"The  new  integrated  CIS  that 
we  developed  with  Digital  now 
gives  doctors  easy  access  to 
patient  information.  This  helps 
them  provide  better  care  and 


its  thinking,  and  it  matches  the 
challenges  that  we  face." 

Digital  helped  develop  a  cure 
for  The  Ohio  State  University 
Hospitals'  information  problems. 
We  can  do  the  same  for  your 
business.  Call  1-800-332-4636, 
extension  93,  or  contact  your 
Digital  sales  office. 
PUTTING  IMAGINATION  TO  WORK 
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@  Digital  Equipment  Corporation  1993.  The  Digital  logo  is  a  trademark  of  Digital  Equipment  Corporation. 


The  ripple  effect. 
You  have  a  good  flight. 


Your  mind  clears. 


Your  mood  improves. 
Your  meeting  goes  well. 
Your  spirit  soars. 
Life  is  good. 
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Editor's  Memo 


Every  year,  BUSINESS  WEEK  se- 
lects a  subject  of  transcendent  im- 
portance and  devotes  an  entire  issue 
to  it.  We  offer  it  as  a  bonus  to  our 
subscribers,  a  supplement  to  our 
weekly  edition. 

Two  years  ago,  for  instance,  we  fo- 
cussed  on  quality,  a  subject  crucial  to 
America's  competitiveness  in  the 
world  economy.  The  issue  won  a  Na- 
tional Magazine  Award  and  was  the 
best-selling  single-copy  issue  in  our 
history.  An  updated  book  version  will 
soon  be  published  by  McGraw-Hill, 
our  parent  company. 
And  last  year  we  is- 
sued "Reinventing 
America,"  a  compre- 
hensive examination  of 
the  economic,  political, 
and  social  ills  facing 
the  U.S.  It,  too,  won 
numerous  awards,  in- 
cluding The  John 
Hancock  prize  for  dis- 
tinguished business 
journalism. 

In  contemplating  a 
topic  for  this  year's 
bonus  issue,  we  real- 
ized that  the  upheavals  in  Corporate 
America  were  not  isolated  events. 
Companies  as  disparate  as  IBM,  Gen- 
eral Motors,  Westinghouse,  and 
American  Express — long  symbols  of 
American  prowess — were  encounter- 
ing problems  that,  in  some  cases, 
threatened  their  very  existence.  Big- 
ness, once  considered  essential  for 
success,  was  becoming  a  liability  for 
many  companies.  They  just  didn't 
seem  capable  of  moving  fast  enough 
to  deal  with  a  rapidly  evolving  world 
economy  Nor  could  they  cope  with 
massive  technological  shifts.  More 
and  more,  it  seemed  that  smaller, 
nimbler  competitors  were  outclassing 
the  titans — in  everything  from  retail- 
ing to  high  tech. 

The  successes  posed  some  ques- 
tions. Yes,  the  entrepreneurial  spirit 
was  clearly  more  evident  in  small 
business  than  in  Corporate  America. 
But  why?  And  why  were  smaller 
companies,  lacking  resources  and 


How  entrepreneurs 
rS.  are  reshaping 

theeconoi 

aft. 


economies  of  scale,  able  to  do  wh 
bigger  companies  couldn't? 

Yet  at  the  same  time,  there  we 
obvious  exceptions.  Somehow,  G 
AT&T,  Motorola,  and  other  gian 
were  able  to  transform  themselves, 
to  take  on  the  same  sort  of  e 
trepreneurial  energy  that  characte 
ized  a  Wal-Mart,  an  Intel,  a  Microso 
or  even  a  start-up.  What  was  it  th 
enabled  these  giants  to  change  whe 
others  couldn't? 

Intriguing  questions,  all.  We  kne 
of  course,  that  there  were  no  eaJ 
generalizations,  if 
how-to-do-it  formula: 
So  we  decided  the; 
questions  would  for 
the  basis  of  an  in 
depth  examination  & 
the  quality  we  call  eft 
terprise.  I  asked  n» 
colleague,  Assista« 
Managing  Editor  Da\ 
Wallace,  to  ponder  tl 
subject. 

Dave  was  unique 
qualified.  A  13-ye 
veteran  of  BUSINEi 
WEEK,  he  had  covert 
many  aspects  of  business — from  < 
nance  and  management  to  technolj 
gy  and  government.  With  help  froij 
key  senior  staffers,  Dave  drew  up 
detailed  outline,  then  mobilized  rJ 
magazine's  reporters  and  edito 
around  the  world.  More  than  l(j 
staffers  contributed  to  the  project. 

To  me,  this  bonus  issue  is  itself 
sterling  example  of  enterprise  in  aj 
tion — the  drive,  energy  and  imagin 
tion  of  a  dedicated  group  combine 
with  the  resources  that  a  big,  inte 
national  magazine  can  summon  to  th 
task.  I'm  proud  of  the  job  they  dii 
and  I  trust  that  their  efforts  will  mat 
rewarding  reading  for  all  of  you. 


what 
hig  companies 
gfe  can  learn. 
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.flewlett-Packard  is  the  #1 

UNIX  hardware  vendor.  So 
it's  hardly  surprising  that 
we're  also  #1  with  the  top 
UNIX  database  vendors. 

More  Oracle  and 
Informix  software 
is  sold  on  HP  than 
on  any  other  UNIX 
platform.  And  we're  also  the 
fastest  growing  UNIX  platform 
for  Ingres  and  Sybase. 

Our  robust,  rich  feature  sets  offer  mainframe 
style  functionality.  Another  powerful  reason 
why  our  customers  confidently 
expect  us  to  remain  their  "1 
partner  in  Open  Systems. 

Call  1-800-637-7740,  Ext.  7567 
for  more  information. 


Think  again. 


HEWLETT 
PACKARD 


3red  trademark  of  UNIX  System  Laboratories,  Inc.  in  the  U  S  and  other  countries  ©1993  Hewlett-Packard  Company  CS09309 
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What  astonishes  me 
in  the  United  States 
is  not  so  much  the 
marvelous  grandeur 
of  some  undertakings  as 
the  innumerable  multitude 
of  small  ones. 

— Alexis  de  Tocqueville,  1835 

BY   JOHN    A.  BYRNE 

What  the  peripatetic  Frenchman  noticed  nearly  160  years 
ago — before  the  advent  of  Apple  Computer,  Genentech, 
Microsoft,  or  Nucor — is  just  as  true  today.  The  only  dif- 
ference is  that  the  spirit  of  enterprise  is  more  than  ever  a 
global  phenomenon  with  few  bounds. 

From  the  rows  of  kiosks  selling  goods  on  nearly  every 
block  in  Moscow  to  the  cramped  factories  in  Taiwan,  Rus- 
sian biznezmen  and  Chinese  changshang  are  reshaping  their 
nations'  economies  in  much  the  same  way 
as  those  ingenious  old  Yankees  created  the 
basis  for  America's  business  culture  just  af- 
ter independence  was  won. 

Any  modern-day  de  Tocqueville  would 
notice  something  else  about  this  global  shift: 
Changes  in  the  ailes  of  the  business  game 
are  putting  a  premium  on  the  entrepreneu- 
rial qualities  of  small  companies.  Today's 
successful  enterprises  are  nimble,  innova- 
tive, close  to  the  customer,  and  quick  to 
market.  They're  not  bureaucratic,  central- 
ly controlled  institutions  that  are  slow  to 
change.  It  adds  up  to  a  new  management 
catechism  with  many  of  the  hallmarks  of 
small  business. 

In  recent  years,  the  giants  of  industry  have  suffered  a 
great  comeuppance — as  much  from  the  little  guys  as  from 
fierce  global  competition.  IBM  continues  to  reel  from  the  as- 
saults of  erstwhile  upstarts  such  as  Microsoft,  Dell  Com- 
puter, and  Compaq  Computer.  Big  Steel  was  devastated 
by  such  minimills  as  Nucor,  Chaparral  Steel,  and  Worth- 
ington  Industries.  Onetime  mavericks  Wal-Mart  Stores  and 
The  Limited  taught  Sears,  Roebuck  a  big  lesson.  Southwest 
Airlines  has  profitably  flown  through  turbulence  that  has 
caused  the  big  airline  carriers  to  rack  up  $10  billion  in  loss- 
es over  the  past  three  years.  And  a  brash  pack  of  startups 
with  such  names  as  Amgen  Inc.  and  Centocor  Inc.  has  put 
the  U.  S.  ahead  in  biotechnology — not  Bristol-Myers 
Squibb,  Merck,  or  Johnson  &  Johnson. 


'Size  is  no  longer 
the  trump  cord  it 
once  was  in 
today's  brutally 
competitive  world' 


Sure,  some  industries,  such  as  auto  making  and  petrl 
chemicals,  still  require  size  and  scale.  But  the  swift  pal 
of  technological  change  and  the  fragmentation  of  markJ 
are  eroding  the  traditional  economies  of  scale.  Indeed,  sonl 
management  thinkers  now  speak  of  the  "diseconomies  I 
scale,"  the  unresponsiveness,  sluggishness,  and  high  cost 
that  come  with  bureaucracy.  While  the  behemoths  try  I 
adjust  to  new  competitive  realities,  younger  and  small! 
companies  have  emerged  as  the  agents  of  change  in  ecoi 
omies  around  the  world. 

Although  there  is  some  disagreement  over  the  exact  nurl 
bers,  most  observers  agree  that  entrepreneurs  are  general 
ing  more  jobs  and  more  innovation  than  the  giants.  In  ti 
V.  S.,  small  and  midsize  companies  created  all  of  the  51 
million  new  jobs  from  1987  to  1992 — at  a  time  when  conl 
panies  with  500  or  more  employees  recorded  a  net  loss  I 

2.3  million  jobs,  according  to  Cognetics  Inc.,  a  Cambridm 
(Mass.)  research  firm.  This  year,  small  business  is  expects 
to  generate  an  additional  1.7  million  jobs,  while  compl 
nies  with  25,000  or  more  employees  will  shed  300,000  pe| 
pie.  And  despite  their  more  limited  resources,  one  receri 
ly  published  study  shows  that  small  companies  also  produ© 

2.4  times  as  many  innovations  as  large  outfits. 

As  John  F.  Welch  Jr.,  chairman  of  General  Electric  Cc% 
puts  it:  "Size  is  no  longer  the  trump  cards 
once  was  in  today's  brutally  competitiw 
world  marketplace — a  marketplace  that  I 
unimpressed  with  logos  and  sales  numbel 
but  demands,  instead,  value  and  perfol 
mance."  His  goal  in  managing  $60  billion 
plus  GE:  To  "get  that  small-company  soul-M 
and  small-company  speed — inside  oik 
big-company  body." 

What  Welch  and  so  many  other  chieftair 
of  big  enterprise  are  trying  to  do  is  tap  whj  I 
might  be  called  the  economies  of  entreprej 
eurship.  Xerox  Corp.  deploys  a  venture  fun 
to  bankroll  internally  generated  ideas  thi 
previously  were  discarded  or  overlooker 
The  chief  executive  of  MCI  Communications  Corp. — now 
a  $10  billion  company— appears  on  a  closed-circuit  TV  ner 
work  to  give  impassioned  talks  on  the  merits  of  entreprer 
eurship.  PepsiCo  Inc.,  hoping  to  get  all  its  employees  aq 
ing  like  small-business  owners,  dishes  out  stock  options 
janitors  and  secretaries. 

And  U.  S.  companies  aren't  the  only  ones  trying 
tap  the  wellsprings  of  entrepreneurship.  Philips  Electronic! 
the  $31  billion  European  giant,  for  example,  is  allowing 
employees  to  pitch  new  ideas  to  a  committee  of  tof 
executives  responsible  for  funding  and  approval,  much  s 
an  entrepreneur  would  bring  an  idea  to  a  venture  capitalisl 
Why?  Philips  found  that  lower-level  managers,  worrie! 
about  budgets  or  other  projects,  often  blocked  new  idea1 
"We're  bringing  top  decision-makers  to  bear  on  new  idei 


.- 
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so  something  terrific  doesn't  die  on  the  vine,"  says  Frank  P. 
Carrubba,  a  Philips  executive  vice-president. 

The  debate  over  whether  smaller  companies  are  more 
productive  than  bigger  ones  is  itself  causing  a  sea  change  in 
attitudes  and  management  thinking.  These  days,  it  seems, 
most  big  companies  appear  intent  on  acting  small.  Ironi- 
cally, of  course,  most  small  companies  continue  to  spend 
a  lot  of  their  time  trying  to  become  big,  especially  because 
bigness  still  symbolizes  success. 

As  long  as  corporations  around  the  world  continue  to 
downsize,  however,  the  entrepreneurship  movement  is 
likely  to  accelerate.  In- 
deed, the  trend  away  from 
vertical  integration  is  lead- 
ing more  big  companies  to 
subcontract  and  outsource 
more  and  more  products 
and  services  from  smaller 
companies.  And  the  dy- 
namism of  small  business 
is  being  discovered  across 
the  globe  as  nations  reject 
central  planning  for  capi- 
talist models.  "The  U.  S.  is 
now  focusing  more  on  the 
importance  of  entrepren- 
eurship and  away  from  its 
reliance  on  large  corpora- 
tions and  government  for 
economic  development," 
says  James  L.  Freeley,  a 
management  professor  and 
board  member  of  the 
Foundation  for  Economic- 
Literacy,  an  educational  ef- 
fort to  help  Russians 
understand  the  benefits  of 
capitalism.  "Russia's  only 
hope  is  entrepreneurship 

and  small  business.  Not  only  did  they  never  have  large  pri- 
vate corporations  but  the  state-operated  entities  and  military 
complexes  are  being  rapidly  phased  out." 

While  Russia  is  only  now  rediscovering  the  virtues  of 
small  business,  the  entrepreneur  has  had  a  largely  unbroken 
run  as  a  celebrated  figure  in  American  culture.  The  coop- 
ers, farmers,  silversmiths,  and  other  artisans  of  Colonial 
times  were  the  forebears  of  the  scrappy  startups  in  today's 
economy.  "From  the  time  of  Thomas  Jefferson  to  the  pre- 
sent, many  Americans  have  seen  the  owners  of  small  busi- 
nesses as  epitomizing  all  that  is  best  about  the  American 
way  of  life,"  says  Mansel  G.  Blackford,  a  business  histo- 
rian at  Ohio  State  University. 

Until  the  late  19th  century,  small  companies  were  the 
norm.  But  the  entrepreneur  was  much  diminished  during 


"It  's  extremely  satisfying  to 
build  something  from  nothing. 
Risk  puts  the  edge  on  it" 


the  subsequent  rapid  industrialization  of  America.  Big  Bui 
ness  rose  to  ascendancy  in  fields  where  economies  of  seal 
were  critical  to  .success:  railroads,  steel,  autos.  chemical 
and  telephones. 

In  this  century,  the  postwar  economy  favored  Big  Buil 
ness  for  more  than  four  decades.  The  share  of  business  rjj 
ceipts  going  to  small  companies — those  with  fewer  tha 
500  employees  or  less  than  $5  million  in  sales — fell  froB 
52%  to  just  29%  of  the  total  for  all  American  companifl 
between  1958  and  1979. 
But  these  boom  years  also  led  to  complacency,  flab,  ar| 

decline  for  many  of  the  J 
ants  of  industry.  "Big  bul 
nesses  still  keep  people  j 
narrow  organizational  bol 
es,  doing  work  that  do« 
not  matter,  pushing  papjj 
that  no  one  wants,  and  ai 
lowing  little  room  for  ere ! 
tivity  and  fun,"  says  Crafi 
J.  Cantoni,  author  of  Co 
porate  Dandelions  and  pre 
ident  of  Capstone  Consul 
ing  Group  in  Scottsdal 
Ariz.  That  prevailing  vie 
of  the  lumbering  giants  < 
business  helped  the  entn 
preneur  make  a  comebac 
at  the  start  of  the  1980 
Apple  Computer  Inc 
Steve  Jobs  and  People  E 
press  Airlines  Inc.'s  Doi 
aid  Burr  became  cult  h 
roes  to  new  generations. 

Now,  fast-changing  con 
petition,  advances  in  teel 
nology,  and  changes  in  rii' 
marketplace  are  combinin 
to  make  the  environmei 
ever  more  difficult  for  large  corporations.  The  reason:  Thes 
changes  are  erasing  many  of  the  costly  entry  barriers  th; 
protected  Big  Business  from  pesky  startups.  "The  capit; 
advantage  big  companies  sometimes  have  is  being  elimina 
ed,"  says  Ted  Stolberg,  a  venture  capitalist  who  invests  i 
small  companies.  "The  technology  is  helping  smaller  con 
panies  beat  up  the  big  guys." 

A  decade  ago,  for  example,  it  took  a  $20  million  to  $3 
million  investment  to  gain  the  precision  and  efficiency  t 
make  mechanical  parts  that  today  can  be  made  on  a  flexibl 
machining  center  that  sells  for  $500,000  to  $1.5  millioi 
Computing  power  that  10  years  ago  cost  hundreds  of  thoi 
sands  of  dollars  and  was  available  only  to  large,  resource-ric 
corporations  can  now  be  put  on  a  desktop  for  a  few  thoi 
sand  bucks.  Overnight  delivery  services  such  as  Feden 
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"Most  business  presentations  are  about  as  much 
fun  as  sitting  through  my  Uncle  Ned's  vacation 
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Kxprcss  Corp.  and  United  Parcel  Service  Inc.  have  mush- 
roomed, all  but  eliminating  the  need  for  costly  warehouse 
and  distribution  centers.  And  the  willingness  of  more  com- 
panies to  join  with  others  in  strategic  alliances  to  produce 
and  sell  products  makes  it  easier  than  ever  to  compete  in 
nearly  any  market. 

Nor  do  larger  research  and  development  budgets  and 
expanded  staffs  guarantee  that  big  companies  can  bring 
new  products  to  market  faster  than  smaller  ones.  Why? 
"The  key  people  in  small  businesses  are  closer  to  the  cus- 
tomer, so  they're  more  in  tune  with  what's  happening  in 
the  marketplace,"  says 
Nancy  C.  Pechloff,  manag- 
ing director  of  Arthur  An- 
dersen &  Co.'s  Enterprise 
Group,  a  consulting  prac- 
tice for  small  businesses. 
"In  large  companies,  a  lot 
of  lower-level  employees 
may  be  coming  up  with 
the  ideas,  but  they  often 
don't  have  the  power  to 
make  them  happen." 

No  less  important,  crea- 
tive people  tend  to  gravi- 
tate to  entrepreneurial  en- 
vironments that  offer  more 
independence  and  flexibil- 
ity'. "The  raw  material  that 
goes  into  small  business  is 
more  innovative,"  Pechloff 
believes.  "The  process  of 
big  companies  turns  crea- 
tive people  off." 

Of  course,  the  vast  ma- 
jority of  small  businesses 
around  the  world  lead  a 
modest,  often  precarious 
existence.  Many  of  them 

go  belly-up  within  a  couple  of  years.  Precious  few  of  them 
propel  their  leaders  to  the  forefront.  But  difficult  as  it  can 
be,  there  is  something  compelling  about  life  as  the  founder 
of  a  business.  "Entrepreneurs  are  obsessed  with  creating 
value,"  says  Thomas  D.  Weldon,  chief  executive  officer  of 
Novoste  Corp.,  a  medical  products  company  in  Norcross, 
Ga.  "It's  extremely  satisfying  to  build  something  from  noth- 
ing. Risk  puts  the  edge  on  it.  If  there  isn't  the  possibility  of 
failure,  you  don't  jump  over  tall  buildings  in  a  single 
bound." 

Once  they  cut  their  ties  to  large  corporations,  few 
entrepreneurs  look  back.  Typical  of  them  is  Ken  Sharma, 
who  co-founded  Intellection  Inc.,  a  Dallas-based  software 
concern,  in  1989.  He  had  worked  for  Texas  Instruments 
Inc.  for  15  years,  rising  to  become  manager  of  information 


systems  and  services.  "I  was  a  company  man,"  Sharm 
says.  "I  learned  to  claw  my  way  up.  But  I  realized  th; 
the  power  given  to  me  by  others  was  no  power  at  all.  Wh; 
the  small  company  gives  me  is  the  ability  to  do  somethin 
meaningful  and  to  get  the  rewards  from  it  quickly." 

That  infectious  sense  of  independence  is  critical  to  th, 
entrepreneurial  spirit.  And  it's  a  major  reason  the  spirit  a 
enterprise  is  increasingly  celebrated  around  the  globe 
whether  in  Hong  Kong,  where  free-wheeling  entreprerj 
eurship  is  moving  across  the  border  into  China's  Guan£ 
dong  and  Fujian  provinces,  or  in  Germany,  where  thi 

country's  midsize  comps 


2 
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These  days,  entrepreneurs  are 
celebrated  around  the  globe, 
from  China  to  Germany  to  Brazil 


nies — the  so-called  Mine, 
stand — are  a  dynamic  er 
gine  of  growth. 

Or  consider  Brazil,  wher 
Ricardo  Semler,  a  thirtysc 
mething  executive  has  be 
come  the  Lee  Iacocca  c 
his  native  country.  Semle 
took  over  his  family's  trot 
bled  manufacturing  com 
pany — a  rather  unglamoi 
ous  business  producin 
pumps,  mixers,  am 
valves — and  increased  sale 
more  than  sixfold,  to  neai 
ly  $30  million,  in  the  pas 
decade.  Revenue  per  em 
ployee  jumped  frort 
$10,800  to  $114,000  in  th 
same  period. 

The  story  of  Sender's  el 
forts  to  create  a  mode 
workplace — where  employ 
ees  set  their  own  salarie 
and  have  unlimited  acces 
to  the  company's  financia 
records — became  the  best 
selling  nonfiction  book  in  Latin  American  history.  "Mos 
companies  are  still  reluctant  to  bring  real  democracy  into  th< 
workplace,"  Semler  contends.  "People  say  they  want  par 
ticipative  management,  but  no  one  wants  to  delegate  tht 
important  decisions." 

That's  a  lesson  many  larger  companies,  seeking  in  Jacl 
Welch's  words  to  infuse  a  "big-company  body"  with  i 
"small-company  soul,"  are  trying  hard  to  learn.  They'n 
flattening  hierarchies,  delegating  authority,  altering  com 
pensation  schemes,  and  empowering  workers — all  in  thf 
hopes  of  gaining  the  powerful  economies  of  entrepreneur 
ship.  What  de  Tocqueville  would  surely  notice  today  is  no) 
only  the  multitude  of  small  enterprising  companies  bu! 
how  they — and  the  spirit  that  infuses  them — are  reshapj 
ing  economies  and  markets  around  the  world.  Z 
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MANAGING 

PARTNER 

Managing  your  company's  T  &  E  is  a  serious  part  of  doing  business.  Today,  it  involves  much  more 
just  cutting  costs.  That's  why  we  work  with  you  -  finding  ways  to  simplify  expense  payment  and  pro- 
ng. Helping  you  design  policies  that  fit  your  company's  culture.  And  providing  service  expertise  to  assist 
and  your  travelers  -  anytime,  anywhere.  You  see,  we  believe  that  when 
T  &  E  management  runs  smoothly,  your  company  runs  more  effectively, 
isn't  that  what  good  management  is  all  about? 

The  American  Express®  Corporate  Card. 
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irt  at  under  $485. 


What  more  could  you  ask?  With  HP  DeskJet 
printers  you  get  the  quality  and  reliability 
you  expect  from  Hewlett-Packard.  And  you 
can  print  brilliant  ,  attention-getting  cold's. 
All  for  a  starting  price  of  under  $485.* 

The  HP  DeskJet  500C  and  550C  printers  use 
HP's  proprietary  inkjet  technology  for  re- 
markably clear  black  &  white  and  color 
printing.  They're  compatible  with  most 
major  software,  and  come  with  HP's  own 
optimized  Windows "  drivers  for  outstanding 
image  quality.  They  even  come  with  a  three- 
year  warranty,  the  longest  in  the  industry. 

If  you've  been  looking  for  an  affordable  way 
to  print  both  black  &  wliite  and  color. . .  look 
no  further.  Just  come  on  down  to  your  near- 
by HP  dealer  and  pick  up  an  HP  DeskJet 
color  printer  today.  Or  call  1-800-552-8500, 
Ext.  7856  for  the  name  of  the  HP  dealer 
nearest  you 
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24  TECHNOLOGY 
START  WITH  SOME 
HIGH-TECH  MAGIC... 

Call  it  the  technology  of  small. 
High-tech  breakthroughs,  such  as 
powerful  PCs,  networks,  ana1  data 
bases,  are  letting  little  companies 
act  like  big  ones — and  vice  versa 

34  MANAGEMENT 
BELT-TIGHTENING 
THE  SMART  WAY 

After  savage  management  cutbacks, 
many  large  companies  are  learn- 
ing to  be  more  productive  with  less. 
The  key  lesson:  Focus  on  what's  best 
for  customers,  not  managers 

42  MARKETING 
HOW  TO  GET  CLOSER 
TO  YOUR  CUSTOMERS 

A  huge  budget  often  isn  if  necessary 
for  effective  marketing — but  agility 
and  the  personal  touch  are.  Niche 
players  using  data-base  technology 
are  really  getting  through 

48  MANUFACTURING 
THE  RESPONSIVE 
FACTORY 

Short  production  runs,  quick 
changeovers,  and  lower  tolerance 
for  errors  are  the  hallmarks  of  the 
state-of-the-art  factory.  Stream- 
lined, flexible  plants  are  as  impor- 
tant as  what  a  company  makes 

56  ESSAY 

A  WELLSPRING 

OF  INNOVATION 

From  18th  century  textile  towns 
to  todays  worker-empowered  auto 
plants,  the  factory  has  evolved  re- 
lentlessly, transforming  the  quality 
of  life  in  the  process 
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These  days,  a  company 
doesn  \  have  to  he  big  to 
be  a  rousing  success 
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START  WITH  SOME 

HIGH-TECH  MAGIC . . . 


Used  wisely, 
technology 
can  make  companies 
fast  and  flexible 

BY    PETER  COY 

It's  early  August  on  Canada's  Cape 
Breton  Island.  Bald  eagles  wheel  over- 
head as  Terrence  B.  Magrath  and  Kathe- 
rine  Busboom  Magrath  sail  their  yawl 
along  the  rocky  shores  of  the  island's 
Bras  d'Or  Lake.  The  isolation  is  mag- 
nificent. But  take  a  closer  look.  What's 


that  brightly  colored  screen?  It's  con- 
nected to  a  486-class  personal  computer 
below  deck.  The  Magraths  are  using  it 
to  plot  a  new  course — not  for  the  yawl, 
but  for  the  $500  million  in  investments 
they  manage. 

Wall  Street  is  just  a  keystroke  away. 
When  the  Magraths'  calculations  are 
complete,  they're  sent  on  radio  waves 
to  a  cellular-phone  antenna  on  the  is- 
land. In  a  matter  of  seconds,  they  reach 
the  couple's  home  office  in  Marblehead. 
Mass..  where  associates  place  orders  with 
traders  on  the  New  York  Stock  Ex- 
change and  elsewhere.  Over  four  days, 
in  between  spells  of  eagle-watching, 
the  pair  overhaul  the  holdings  managed 
by  their  firm.  YalueQuest  Ltd..  whose 


big-name  clients  range  from  3M  tOK 
California  Public  Employee  Retirenmt 
System. 

A  few  years  ago.  a  12-person  firm  k 
YalueQuest  couldn't  have  taken  on  si 
giants  of  money  management  as  Fidttv 
and  Putnam — from  a  boat,  no  less.  Wii 
keeps  it  in  the  game  is  what  mighoe 
called  the  technology  of  small.  Its- 
eludes  PCs,  cellular  phones,  and  L<m 
Development  Corp.'s  Notes — softvit 
that  organizes  the  flow  of  work.  In  K 
1970s,  at  Terry  Magrath 's  last  emp^ 
er.  it  required  20  people  to  man»c 
back-office  bookkeeping.  Today,  he  sa» 
"we  do  it  with  V/.  people,  and  we  dH 
better." 

If  technology  is  letting  small  com* 


THE  TECHNOLO 
OF  SMALL 
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DESKTOP 
COMPUTERS 

Cheaper  machines 
and  advanced 
software  let  small 
companies  do  jobs 
such  as  computer- 
aided  design  that  used 
to  require  specialists. 

Personal  computers 
can  give  big-company 
drones  the  power  to 
become  decision- 
makers by  setting 
them  free  from  the 
corporate  computing 
center. 


NETWORKS 
COMMUNICi 

Intercompany  ea 
networks  help  sa 
niche  concerns  * 
out  their  skills  t» 
partnerships  wit  e 
other  or  with 
larger  companie 

By  making  it  eas 
share  informatic 
insights,  networ 
down  the  walls 
companies.  Ever 
widely  dispersec 
ers  can  form  pn 
solving  teams 
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:s  act  big,  it's  doing  something  else  as 
:11:  It  lets  big  companies  act  small — 
be  quick  and  flexible,  and  to  know 
;ir  customers  as  intimately  as  corner 
:rchants  know  theirs, 
^.ook  at  what  this  has  done  for  Con- 
idated  Rail  Corp.  Until  recently,  the 
stern  freight  line  was  a  Gulliver  be- 
;  bedevilled  by  trucks.  Conrail  was 
d  down  by  rigid  union  work  rules, 
[dated  regulations,  and  a  1960s  sys- 
n  for  handling  documents.  Conduc- 
3  would  sit  in  the  caboose  thumbing 
ough  papers,  trying  to  tell  whether 
:ir  train  was  running  with  the  right 
s.  Moreover,  because  trains  didn't 
>ve  until  they  had  a  full  complement 
;ars,  delivery  times  were  unreliable — 
much  so  that  some  customers  em- 
yed  people  to  figure  out  where  the 
road  had  their  cargo. 
«Iow,  the  paper  'waybills"  for  each 
have  been  replaced  by  electronic 
ssages,  improving  reliability  and 
ed.  On  top  of  that,  Conrail  keeps  to 
:hedule  instead  of  waiting  until  it  has 
ill  string  of  cars.  The  cost  of  doing 
t  now  and  then  is  offset  by  savings 
n  increased  predictability:  Conrail 
s  fewer  away-from-home  penalties 
orews,  for  example.  To  be  more  re- 
nsive  to  its  customers,  meanwhile, 
railroad  has  divided  itself  into  four 
works  for  different  kinds  of  cargo, 
n  cars  to  commodities.  Says  Ralph 


E  BREAKTHROUGHS  THAT  LET 
LL  COMPANIES  ACT  BIG  AND  LET 
COMPANIES  ACT  SMALL 

IPUTERIZED 
»RMATION 


von  dem  Hagen,  vice-president  for  cus- 
tomer services:  "It's  a  big  business,  but 
we're  sort  of  operating  like  a  small  one." 

Some  small  business — with  12,400 
route  miles  in  13  states  and  Canada. 
The  point,  of  course,  is  that  technology 
is  transformative.  It  can  amplify  the 
powers  of  small  companies  or  help  big 
companies  bust  their  bureaucracies.  B\ 
sharing  computer  networks,  companies 
or  their  divisions  can  concentrate  on 
what  they  do  best  and  can  farm  out  the 
rest  to  partners.  Jessica  Lipnack  and  Jef- 
frey Stamps,  co-authors  of  The  TeamNet 
Factor,  have  spotted  such  networks 
everywhere  from  Denmark  to  northern 
Italy  to  Minnesota. 

In  short,  the  technology  of  small  is  re- 
making the  economy.  It's  helping  big 
companies  compete  internationally, 
while  helping  smaller  ones  grow  faster 
(charts,  page  30).  So  far,  the  effect  is 
most  pronounced  in  the  white-collar 
world.  But  even  in  factories,  traditional 
notions  of  economies  of  scale  are  chang- 
ing. Big  companies  are  embracing  tech- 
nology that  lets  them  emulate  more  flex- 
ible job  shops.  And  far-sighted  small 
manufacturers  are  buying  the  precision 
machinery  needed  to  compete  with,  or 
at  least  to  supply,  multinational  giants. 

To  be  sure,  the  gadgetry  has  to  be 
used  wisely.  General  Motors  Corp.  could 
have  bought  Toyota  Motor  Corp.  three 
times  over  with  what  it  put  into  capital 


spending  in  the  1980s,  yet  it  lost  mar- 
ket share.  A  chastened  General  Electric 
Co.  has  ripped  out  some  factory  auto- 
mation, including  at  a  helicopter-engine- 
parts  line  in  Lynn,  Mass.  last  year.  Says 
Gary  M.  Reiner,  vice-president  for  busi- 
ness development:  "We  have  found  that 
technology  in  many  instances  impedes 
productivity" — if  it  reduces  flexibilty. 

Indeed,  big  companies'  problems  with 
technology  often  stem  from  sclerosis. 
Two  years  ago,  Raymond  L.  Manganel- 
li's  New  York  consulting  firm,  Gateway 
Information  Services  Inc.,  was  helping 
a  client  weed  out  useless  computer  re- 
ports. He  found  one  that  was  being 
churned  out  regularly  for  an  employee 
who  had  died  in  1958:  "He  had  asked 
for  that  report  very,  very  early  on  in  the 
history  of  automation,  and  it  was  includ- 
ed in  each  upgrading  or  rebuilding  of 
the  system,"  says  Manganelli. 

Small  businesses,  by  contrast,  are  more 
likely  to  underuse  than  overuse  the  new 
tools.  The  owners  may  be  too  busy,  too 
short  on  cash — or  just  too  set  in  their 
ways — to  invest  even  in  gear  that  would 
quickly  pay  for  itself.  That's  a  chronic 
problem  for  small  manufacturers.  "Most 
of  them  are  far  behind,"  says  Leo  Red- 
dy,  president  of  Washington's  National 
Coalition  for  Advanced  Manufacturing. 
No  wonder  that,  according  to  the  Indus- 
trial Technology  Institute  in  Ann  Arbor, 
Mich.,  the  productivity  of  big  manufac- 


MANUFACTURING 

Computer  controls  on 
machine  tools  and 
electronic  exchange  of 
data  help  small 
companies  provide 
quality  equal  to  that  of 
giant  manufacturers. 

Manufacturing 
methods  that  produce 
cost-effective  small  lots 
let  big  factories  offer 
the  sort  of  customized 
products  once 
available  only  from 
little  guys. 


companies  don't 
their  own  well- 
l  ed  business 
;  ies.  Commercial 
I  Dases,  a  phone  line 
I ,  put  a  vast  store 
•  ts  at  their  disposal. 

(  orate  giants  can 
|  irough  their 

mers'  purchasing 
i  ds  by  computer, 

ig  to  know  their 

s  and  needs  as 

is  the  local 
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SIEMENS 


1866.  That  was  then. 


Shortly  after  his  50th  birthday,  Werner  Siemens  invented  the  world's  first  electric 
dynamo,  and  began  the  revolution  that  brought  electric  power  to  everyone,  every- 
where. 
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1993.  This  is  now. 


Today,  Siemens  technology  generates,  distributes  and  controls  electric  power 
in  ways  Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where 
people  cheer  their  favorite  teams  to  the  places  where  people  work  and  live, 
Siemens  technology  is  helping  to  produce  and  deliver  electric  energy  wherever 
it  is  needed.  It's  all  part  of  the  heritage  of  innovation  begun  by  Siemens  over  a 
century  ago.  And  it's  yet  another  way  the  35,000  men  and  women  of  Siemens 
are  working  all  across  America  to  generate  the  kind  of  thinking  that  will  lead  us 
into  the  next  century  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '93  Box  8003E,  Trenton,  New  Jersey  08650 


Automation        Automotive  Electronics        Electronic  Components        Energy        Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation  Telecommunications 
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MANHATTAN  TRANSPLANT: 
THANKS  TO  HIGH  TECH, 
EGAN  NOW  CONSULTS 
FROM  JACKSON  HOLE,  WYO. 

turers  exceeds  that  of  small  ones — and 
the  gap  has  been  widening  ever  since 
recordkeeping  began  in  1958. 

The  good  news  is  that  a  younger  gen- 
eration of  small-business  people — those 
who  are  in  their  20s,  30s,  and  40s — is 
eagerly  embracing  the  new  machines 
and  software.  Take  J.  Bronce  Hender- 
son III,  42.  In  1980,  he  joined  his  fa- 
ther's $2  million-a-year  job  shop,  Detroit 
Center  Tool.  Soon,  he  spotted  enormous 
opportunities.  Rivals  were  sticking  loyal- 
ly— and  foolishly,  he  thought — to  out- 
moded production  gear.  "It's  easy  to  fall 
in  love  with  30-year-old  equipment  that 
has  zero  book  value  and  figure  you  have 
a  low  cost  of  production,"  Henderson 
says. 

Instead  of  counting  pennies,  Hender- 
son bought  new  gear  and  moved  up  to 
making  welding  and  assembly  robots  for 
the  auto  industry.  Today,  DCT  Cos.  does 
$150  million  a  year  in  revenue  and 
counts  Toyota,  Nissan,  and  Honda  as 
customers.  "I'm  a  technology  junkie," 
Henderson  says.  "I  can't  always  explain 
it  to  my  accountant.  But  at  the  end  of 
the  day,  with  new  equipment,  I  have 


better  quality,  higher  productivity,  and 
our  costs  are  lower." 

Another  tech  junkie,  34-year-old  An- 
drew W.  Harris,  resigned  from  Apple 
Computer  Inc.  I'A  years  ago — disap- 
pointed, he  says,  that  the  company 
wasn't  encouraging  its  employees  to 
work  from  home.  He  thought  this  would 
save  money  and  unleash  creativity.  In 
1989,  while  still  at  Apple,  he  co-founded 
San  Francisco-based  Telemorphix  Inc.,  a 
company  with  no  headquarters.  Its  30 
employees,  most  of  whom  create  inter- 
active television  programs,  work  main- 
ly at  home  and  keep  in  touch  by  phone, 
fax,  and  computer.  PacerForum,  a  pro- 
gram from  Pacer  Software  that's  akin  to 
Lotus  Notes,  serves  as  their  virtual  of- 
fice space.  Says  Harris:  "This  liberates 
us.  If  we  find  someone  extremely  tal- 
ented who's  in  London,  they  don't  have 
to  move." 

There  are  lots  of  other  guerrilla  entre- 
preneurs. At  age  8,  Kelly  J.  Loneman 
began  playing  with  a  Commodore  com- 
puter. At  20,  he  tried  to  persuade  silk- 
screen  companies  in  Omaha  to  throw 
away  their  pens  and  prepare  clothing 
designs  on  Macintoshes.  They  didn't — 
so  Loneman  did,  making  designs  with 
a  borrowed  Mac  in  his  parents'  base- 
ment. At  24,  he  owns  an  Omaha  com- 
pany, Koala  Tee  Custom  Sportswear 


Inc.,  with  sales  of  $1  million  a  year.  I- 
ing  the  Mac,  he  can  deliver  a  shirt  i 
one  week  instead  of  two. 

Like  other  techno-savvy  entreprtr 
eurs,  Loneman  latches  on  to  anythiter, 
that  might  give  him  an  edge.  He  sign!1 
up  for  a  phone-company  data  servfe 
called  Integrated  Services  Digital  Njf 
work  after  reading  about  it  in  a  lo<! 
business  journal.  It  has  let  him  central:)^ 
production  in  an  old  industrial  secti 
of  town,  where  his  plant  should  be  ah 
to  receive  computerized  orders  in  oi 
20  seconds  from  storefronts  around  t: 
country.  Loneman  has  one  shop  in  Wi 
Omaha  and  is  planning  another  in  KiU 
sas  City,  Mo.,  next  year.  "We  can  go  ir: 
another  city  or  area  of  town  with  ji 
two  people,"  he  adds. 

Can  a  giant  company  emulate  the  c 
trepreneurial  spirit  of  Terry  and  KatI 
rine  Magrath,  Andy  Harris,  or  Ke 
Loneman?  Probably  not,  if  it's  organiz 
hierarchically.  In  those  cases,  the  m; 
function  of  middle  management  is 
pass  information  up  from  the  bottc 
and  orders  down  from  the  top.  "Eigr 
percent  of  what  companies  do  the 
days  is  controls  or  hand-offs,"  says  cc 
sultant  Manganelli. 

Lands'  End  Inc.  in  Dodgeville,  W 
is  trying  to  eliminate  many  of  those  cc 
trols  and  hand-offs  through  compu 


in; 
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WE  JUST  MADE 
2,400  CHANGES  in  the  WORLD'S 
BEST  SELLING  MINIVANS. 


mam  OP 

The  new 
1994  Dodge  Caravan 


The  new 
1994  Plymouth  Voyager 


^E  FIRST  MINIVANS  TO  MEET  1998  CAR  SAFETY  STANDARDS  RIGHT  NOW. 


--       -■—==-:"   — 


ince  inventing  the  first  minivan  back  in  1984,  we've  sold  over  four  million  of  them.  And  we've  been  relent- 
30Ut  improving  our  invention.  We  were  the  first  with  a  minivan  air  bag.  The  first  with  driver  and  front  pas- 
r  air  bags*  The  first  with  integrated  child  safety  seats.0  And  now,  for  1994,  we've  added  dynamic  side-impact 
:tion— making  ours  the  only  minivans  in  the  world  to  meet  all  1998  car  safety  standards!  And  that's  only  the 
ling.  Other  improvements  include  a  new  3.8-liter  V-6  engine!  a  redesigned  instrument  panel  and  a  new 
I  e  keyless  entry  systemf  And  on  top  of  that  come  thousands  of  other  changes  and  refinements  that  demon- 
ic we're  committed  to  continuous  improvement.  That's  why  our  minivans  remain  the  world's  best-sellers, 
r  lore  information,  call  1  -800-876-MINIVAN. 


THE  MINIVAN  COMPANY' 


Dodge 


Always  Wear  Your  Seat  Belt  '  Available.  "Federal  passenger  car  safety  standards.  Excludes  sunscreen  glass  and  Caravan  C/V.  tAvailabie  on  Grand  models  only,  a  Available. 


ire! 


The  Intel486™  DX2 
processor. 

With  its  unique  speed-doubling 
technology,  the  i486™  DX2  processor 
delivers  twice  the  performance  of  our 
i486  DX  processor  at  a  comparable  system  price. 


in: 


Catch  a 


This  means  you  get  the  performance  you  nea1 
today's  most  popular  applications.  With  perform; i0 
to  spare  for  demanding  applications  like  video,  us1 
Intel's  Indeo™  video  technology,  and  new  applicat  - 
just  around  the  corner. 

And  like  all  Intel486  processors,  it's  designed  c 


©  1993  Intel  Corporation. 


ngstar. 

i  lpgradability  with  an  Intel  OverDrive  " 
aj  ;or  so  your  PC  can  grow  as  your  needs  grow, 
ij  -formance,  compatibility  and  room  for  the 
rj  -three  reasons  the  i486  DX2  processor  is 
I  best  value. 

Jj  catch  a  rising  star.  And  watch  your  software 


performance  reach  new  heights.  To  learn  more  about 
our  i486  DX2  processor,  call  1-800-395-7009  and  ask 
for  extension  14.  Or  see  your  local  computer  reseller. 

intel 
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49% 


networking.  Items  in  the  catalog  of  the 
$700  million  mail-order  clothing  compa- 
ny tend  to  run  out.  To  avoid  that,  an  in- 
ventory manager  has  to  notice  that  the 
stocks  are  getting  low,  then  call  a  sales- 
person for  the  manufacturer,  who  tells 
the  factory's  production  planner.  With 
vacations  and  telephone  tag  slowing 
things  down,  "Lord  knows,  weeks  could 
go  by,"  says  Gary  R.  Steuck,  vice-presi- 
dent for  inventory  man- 
agement. 

But  on  15%  of  items, 
the  ordering  loop  has 
been  drastically  short- 
ened. For  those.  Lands' 
End  inventory  reports  go 
directly  to  the  factory  by 
computer  hookup.  With 
faster  feedback,  produc- 
tion is  better  calibrated 
and  "stock-outs"  are  far 
rarer.  Some  suppliers' 
salespeople  resisted  the 
change,  fearing  that  they 
would  lose  influence  by 
being  cut  out  of  the  loop. 
But  Steuck  says  they 
now  like  it,  too.  Freed 
from  the  dmdgery  of  pro- 
cessing reorders,  they  can 
work  on  persuading 
Lands'  End  to  include 
their  clothes  in  future 
catalogs.  Steuck  says  he 
hopes  to  get  85%  of 
items  on  the  system  in 
two  to  three  years. 

Big  companies  that  act 
small  also  do  it  by  using 
technology  as  a  servant  of  their  individ- 
ual business  units.  Merrill  Lynch  &  Co. 
adopted  that  philosophy  three  years  ago, 
after  Du Wayne  Peterson  Jr.,  a  technical 
whiz,  was  succeeded  as  chief  informa- 
tion officer  by  Edward  L.  Goldberg,  who 
had  more  experience  in  management. 
Under  Peterson,  the  programmers  had 
been  all  in  one  place.  Units  such  as  retail 
brokerages  had  to  wait  in  line  for  soft- 
ware requests.  Goldberg  gave  each  unit 
its  own  programmers,  increasing  respon- 
siveness without  increasing  staff.  Says 
I  loward  P  Sorgen,  senior  vice-president 
for  global  information  services:  "In  the 
way  we  employ  technologies,  we  are  an 
amalgam  of  small  businesses." 

Skeptics  question  whether  makeovers 
such  as  Merrill  Lynch's  really  are  moti- 
vated by  advances  in  computers  and 
other  technical  gear.  The  real  impetus, 
they  say,  is  management  philosophy. 
"  Technology  is  almost  entirely  an  ena- 
bler  and  very  rarely  a  driver  of  change," 
argues  Gary  W.  Loveman,  assistant 


professor  at  Harvard  business  school. 

You  don't  have  to  agree  with  Love- 
man  100%  to  think  of  cases  where  the 
best  solution  is  low-tech.  Sharam  Shira- 
zi,  a  Silicon  Valley  executive,  recalls  how 
a  previous  employer,  chipmaker  Zilog 
Inc.,  overcame  internecine  warfare. 
"Everyone  in  Building  C  [marketing] 
and  Building  D  [engineering]  hated 
each  other.  So  we  meshed  them  in  one 


THE  GROWING  USE  Of  TECHNOLOGY 
BY  SMALL  BUSINESS . . . 

Share  of  companies  with  fewer  than  100  employees  that 
have  the  following  equipment: 


1990* 


31% 


I  1993* 


19% 


PERSONAL  COMPUTERS 

"Quarter  ended  June  30 


FACSIMILE  MACHINES 
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CELLULAR  PHONES 


...COINCIDES  WITH  ITS  EXPANSION 

Job  growth  by  size  of  company, 
1987  to  1992 
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DATA:  C0GNETICS  INC 


place.  They  ended  up  liking  each  oth- 
er," says  Shirazi. 

Detroit  calls  that  "co-location."  Chrys- 
ler Corp.  used  it  to  solidify  the  teams 
of  researchers,  designers,  manufacturing 
experts,  and  marketers  who  created  its 
LH  sedan  and  new  Neon  subcompact. 
Says  Shirazi,  now  marketing  vice-presi- 
dent in  Menlo  Park, 
Calif.,  for  Teknekron 
Corp.,  a  diversified  elec- 
tronics and  software 
company:  "E-mail, 
speaker  phones — those 
are  for  conveying  infor- 
mation. If  I  really  need 
someone's  help,  nothing 
beats  going  over  to  him 
and  saying:  'John,  I 
need  your  help.  Let's  sit 
down.'  " 

But  what  if  John  is 
2,000  miles  away?  In 
such  cases,  the  answer 
may  be  ad  hoc,  fluid  ar- 


Most  little 
companies 
remain 
far  behind  the 
high-tech  curve 


rangements — the  virtual  corporatio— 
and  that's  where  information  systijns 
come  to  the  fore.  For  a  glimpse  of  le 
possible  future,  visit  Bruce  L.  Egaj  a 
consultant  for  phone  companies  w 
works  from  Jackson  Hole,  Wyo.  Sipe 
he  moved  from  Manhattan  two  yijirs 
ago,  Egan  says,  "my  productivity  isjp 
not  down.  The  reason  is  that  the  ally 
ridiculousness  doesn't  happen." 

Consultants  like  Em 
have  operated  from  jr- 
den  spots  for  years,  (jse 
difference  now  is  the  re 
of  the  jobs  with  wr» 
they're  entrusted — inn: 
case,  contracts  of  unto 
$500,000  for  helpb 
phone  companies  A 
and  market  new  servik 
He  and  his  far-flung  m 
laborators  aren't  talag 
crumbs  of  work  fromft 
ants  such  as  Arthur  jm- 
dersen.  Marsh  St 
McClennan,  or  McGr  ■ 
Hill  Inc.'s  DRI.  Quite  | 
contrary:  Often,  El 
hands  off  work  sucrfi 
data  collection  to  his  1» 
er  rivals. 

Some  customers  neW 
realize  how  small  Egi's 
operation  is,  and  th» 
who  do  are  able  to  takm 
in  stride.  Egan  accribiM 
that  to  their  growing  cda 
fort  with  the  networHf 
age.  He  still  prefers  nfm 
ing  face-to-face  meeti* 
for  cooking  up  new  ideas.  But  he  ad* 
"I've  worked  for  a  lot  of  people  I've  rm 
er  seen.  People  just  accept  that  we  m 
take  on  a  large  project  and  completjl 
satisfactorily." 

Harvard's  Loveman  may  be  righ» 
that  technology  is  only  an  enable™ 
new  forms  of  business  organization,  ■ 
a  driver  of  change.  Hi 
acolytes  of  the  infornj 
tion  age  aren't  partiJj 
larly  interested  in  siH 
distinctions.  Theyjl 
proved  that  the  smB 
application  of  the  nM 
tools  can  spell  succm 
for  big  companies  aa 
small.  On  this  particui 
golden  afternoon,  Brin 
Egan  has  a  differal 
kind  of  driver  in  minqJ 
the  kind  he's  abouta 
use  off  the  first  tee. 

With  Tim  Smart  in  Aa 
Haven 
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Wouldn't  it  be  nice 
iF  someone  Pound  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 


member  companies  of  the 


Chemical  Manufacturers 


Association  captured  640 


million  pounds  or  chemical 


pollutants  for  recycling. 


Find  out  more  about  how 


our  members  and  partners 


are  working  for  change.  Call 


1-800-624-4321. 


ft 

RESPONSIBLE  C  ARt 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


E  C  O  N  O  M  I  E  S 


SCALE 


MANAGEMENT 


BE1T-TIGHTENIMG 

THE  SMART  WAY 


After  savage 
cutbacks  in 
management,  many- 
large  companies  are 
learning  to  be  more 
productive  with  less 

BY   JOHN    A.  BYRNE 

From  Armonk,  N.  Y.,  to  Zurich,  Swit- 
zerland, business  is  on  a  weight-loss 
binge.  Over  the  past  five  years,  even 
such  domineering  presences  as  IBM  and 
ABB  Asea  Brown  Boveri  have  shed  em- 
ployees, layers  of  management,  and  old 
ways  of  doing  things.  They  have  reengi- 
neered  work  processes  and  raised  effi- 
ciency by  creating  quality  initiatives, 
multidisciplinary  teams  of  workers,  and 
employee  empowerment  programs.  Strip 
away  the  business  babble,  and  it  comes 
down  to  this:  Top-heavy  organizations 
are  out.  Slender,  nimble  ones  are  in. 
"We  need  to  cultivate  a  visceral  hatred 
of  bureaucracy,"  General  Electric  Co. 
Chairman  John  F.  Welch  Jr.  told  his 
shareholders  earlier  this  year. 

Talk  all  you  want  about  the  turbo- 
charging  effect  on  business  of  comput- 
ers, faxes,  cellular  phones,  and  high- 
speed data  communications.  None  of  it 
makes  much  difference  unless  it's  ac- 
companied by  what  is  coming  to  be 
called  lean  management.  Defined  sim- 
ply, that  means  eliminating  useless  work 
and  the  people  who  do  it,  and  running 
what's  left  according  to  a  new  set  of 
principles  and  skills.  With  entire  layers 
of  management  gone,  senior  executives 
who  once  ruled  by  pushing  buttons  have 
to  learn  "team  managing,  giving  and  re- 
ceiving feedback,  and  diagnosing  prob- 


11 


Y/ 
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is,"  says  Noel  M.  Tichy,  a  manage- 
rs professor  at  the  University  of 
•higan.  "Yet  this  soft  stuff  is  a  bunch 
rap  if  it's  not  combined  with  hard- 
ed  performance  standards." 
ntrepreneurs  long  ago  learned  all  this 
lecessity.  Undercapitalized  and  poor- 
taffed,  they  had  to  stretch  resources 
he  limit.  For  those  who  survived, 
disadvantage  became  a  competitive 
>iration:  You  waste  less  money  and 
e  if  you  have  little  of  both.  Slowly, 
n  Corporate  America  is  seeing  that 
in  the  way  of  resources  and  man- 
ment  can  translate  into  something 
d:  productivity.  "Most  struggling 
lpanies  are  overmanaged  and  under- 
I  believes  Lawrence  A.  Bossidy, 
irman  of  AlliedSignal  Inc.  "Having 
many  resources  is  the  basis  of  a  lot  of 
are.  I  try  to  make  sure  my  people 
't  have  enough  of  what  they  want." 
is  logic:  Back  when  large  corpora- 
is  had  nearly  unlimited  budgets, 
lagers  spent  money  indiscriminate- 
Doling  out  fewer  resources  forces 
se  people  to  focus  more  on  what's 
:  for  a  business.  That's  why  so  many 
cups,  with  less  capital  and  smaller  re- 
ch  and  development  budgets,  often 
?ace  bigger  competitors  in  bringing 
products.  "It's  a  mind-set,"  Bossidy 
s,  "more  than  it  is  about  money." 
or  many  corporations,  this  amounts 
n  extraordinary  change  in  attitude, 
ough  the  postwar  boom,  most  U.  S. 
ustries  added  staff  by  the  tens  of 
jsands,  while  piling  on  rigid  controls 
elp  manage  the  horde  of  new  hires, 
'enues  and  productivity  were  grow- 
and  companies  could  afford  the  ex- 
layers.  Beyond  that,  management 
vinced  itself  that  large  numbers  of 
te-collar  staffers  were  needed  to 
p  up  with  growth. 

hat  view  began  to  change  by  the 
y  1980s,  with  the  onset  of  global 
ipetition.  In  short  order,  many  com- 
ies  found  their  cost  structures  out  of 
:  with  the  marketplace.  Cutbacks  in 
die  management  followed,  and  with 
;e  came  another  surprise:  The  man- 
rs  who  remained  had  to  give  up  a 
d  measure  of  control  to  workers, 
n  years  ago,  we  thought  that  if  you 
four  employees  reporting  to  every 
lager,  your  managers  were  over- 
ked,"  says  Bossidy.  "We've  discov- 
1  that  if  you  have  nine,  you  have  less 
e  to  manage" — and  must  rely  on 
ordinates  to  help  out. 
his  trend  may  be  gathering  steam, 
isultants  and  academics  say  that 
ins  of  control" — the  number  of  em- 
?ees  each  manager  supervises — have 


risen  to  as  high  as  30  to  1  in  divisions 
of  companies  such  as  Ameritech.  the 
Baby  Bell.  That's  largely  because  peo- 
ple who  did  much  of  the  staff  work  — fi- 
nancial analysts,  assistant  managers,  and 
their  like — have  disappeared  at  a  stag- 
gering rate.  "You've  got  to  push  out  the 
old  work,  which  was  about  monitoring, 
inspecting,  and  overmanaging,"  says 
John  W.  Humphrey,  chief  executive  of 
Forum  Corp.,  a  Boston  consulting  and 
training  firm.  Unlike  some  consultants, 
Humphrey  has  taken  his  own  advice. 
Forum,  with  $40  million  in  revenues, 


No.  2  from  outside,  he  alone  made  the 
decision.  "Before,  he  would  not  have 
made  the  offer  without  my  approval." 

Going  from  the  old  way  to  the  new 
involves  culture  shock.  People  are  elim- 
inated, but  work  isn't,  at  least  not  at  first. 
That  was  true  at  General  Electric,  which 
employed  about  400,000  people  in  the 
early  1980s  and  now  has  about  230,000, 
even  though  its  revenues  have  risen 
150%  in  the  interim.  "Initially  at  GE, 
middle  managers  were  dying,"  says  the 
University  of  Michigan's  Tichy.  "The 
middle  managers  were  saying  things 


HOW  LEAN  IS  YOUR  COMPANY? 

It's  hard  to  find  a  major  corporation  that  hasn't  downsized  in  recent  years. 
But  simple  reductions  in  staffing  don't  make  for  lean  management.  Here's  a 
checklist,  developed  from  interviews  with  executives  and  consultants,  that 
may  tell  you  if  your  company  needs  a  diet. 

COMPANY 
CHARACTERISTIC 

ANALYSIS  1 

A    Layers  of  management 

between  CEO  and 
1    the  shop  floor 

Some  companies,  such  as  Ameritech,  now  have  as 
few  as  four  or  five  where  as  many  as  1 2  had  been 
common.  More  than  six  is  most  likely  too  many. 

%    Number  of  employees 
■    managed  by  the  typical 
JL  executive 

At  lean  companies,  spans  of  control  range  up  to 
one  manager  to  30  staffers.  A  ratio  of  lower  than 
1 : 1 0  is  a  warning  of  arterial  sclerosis. 

%    Amount  of  work 

4f    cut  out  by 

w    your  downsizing 

Eliminating  jobs  without  cutting  out  work  can  bring 
disaster.  A  downsizing  should  be  accompanied  by 
at  least  a  25%  reduction  in  the  number  of  tasks 
performed.  Some  lean  companies  have  hit  50%. 

J    Skill  levels  of 
QL   the  surviving 
I    management  group 

Managers  must  learn  to  accept  more  responsibility 
and  to  eliminate  unneeded  work.  Have  you  taught 
them  how? 

■■    Size  of  your  largest 

%    profit  center  by 

w    number  of  employees 

Break  down  large  operating  units  into  smaller 
profit  centers — less  than  500  employees  is  a  popu- 
lar cutoff — to  gain  the  economies  of  entrepren- 
eurship  and  offset  the  burdens  of  scale. 

a\   Post-downsizing  size 
Jk    of  staff  at  corporate 
V  headquarters 

The  largest  layoffs,  on  a  percentage  basis,  should  be 
at  corporate  headquarters.  It  is  often  the  most  over- 
staffed— and  the  most  removed  from  customers. 

has  eliminated  three  of  its  eight  levels 
of  management.  Some  14  people  report 
to  Humphrey  vs.  five  as  recently  as  two 
years  ago,  and  other  Forum  executives 
now  manage  up  to  22  people. 

"Five  or  six  years  ago,  we  had  a  name 
for  that,"  says  Humphrey.  "We  called  it 
bad  management.  But  if  you  organize 
your  company  for  it,  it's  doable."  When 
one  of  his  subordinates  recently  hired  a 


like,  'I  know  adding  head-count  isn't 
the  answer,  but  I'm  working  seven  days 
a  week  trying  to  do  all  the  old  things, 
and  it  isn't  working.'  "  As  a  consultant 
at  GE  during  that  transition,  Tichy 
helped  Welch  redesign  education  and 
training  efforts  to  make  them  a  critical 
part  of  the  corporation's  transformation. 

The  turmoil  eased  once  GE  eliminat- 
ed unnecessary  tasks,  a  goal  accom- 
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w  nv  on  r_,ann  is  a  primer  company  ininKing 
about  the  paperless  workplace.'' 

Because,  at  Pennant  Systems,  we've  redefined 
printing  to  mean  much  more  than  making 
impressions  on  a  page.  Printing  is  the  presentation  oi 
information  anywhere  you  want  it,  and  in  whatever 
loi  in  you  need  it. 


rennani,  an  idivi  company,  oilers  a  lull  an; 
advanced  printers  and  sof  tware  systems  and  stfvi< 
that  help  manage  the  way  information  flows  tliioi 
your  entire  organization. 

If  you  have  printers  and  display  systems  i,i 
even  many  different  brands,  we  can  integrate  ker 
efficiently  as  well. 


IN  THE  FUTURE,  PAPER  WILL  ONLY 
BE  STORED  IN  TWO  PLACES. 


v  1993  IBM  I  orporation  Ml  rights  reserved. 


That's  why  Pennant  is  not  just  a  printer  company. 
;e,  we  are  a  presentation  company. 
Printing  hard  copies  may  not  be  as  necessary  in 
ture  as  it  is  now,  which  is  good  news  for  forests, 
■tting  information  presented  to  you  instantly,  and 
form  is  already  an  essential  way  to  do  business. 
V  Pennant  representative  would  be  more  than 


happy  to  talk  to  you  about  your  company's 
information  presentation  needs.  Save  a  little  paper 
and  call  us  at  1-800  PENNANT  for  information 
on  our  printers,  software,  maintenance,  and 
other  services. 

Your  company,  your  customers,  and  your 
forests  will  thank  you. 


Redefining  Printing. 

PENNANT 


An  IBM  Company 


ECONOMIES    OF  SCALE 


plished  largely  through 
numerous  sessions  be- 
tween managers  at  all 
levels  who  sought  to 
break  clown  (iH's  bu- 
reaueraey.  In  the  com- 
pany's  medical  systems 
group,  for  example,  it 
once  took  eight  signa- 
tures to  get  a  replace- 
ment part  for  a  magnet- 
ic resonance  imaging 
system  into  a  hospital. 
Those  approvals  had 
been  added  over  the 
years  for  internal,  bu- 
reaucratic reasons  that 
had  long  since  become 
obscure — so  they  were 
easy  to  dump.  "Now 
you  don't  need  any," 
says  Tichy,  and  parts  get 
delivered  on  demand. 
"You  do  what's  right  for 
the  customer."  he  adds. 

I  )uPont  ( !o.  is  another 
case  in  point.  Like 
many  large  companies, 
the  chemical  giant  be- 
gan to  see  vast  changes 
in  its  markets  in  the 
mid-1980s  that  under- 
mined its  economies  of 
scale.  In  its  worldwide 
nylon  business,  a  $500 
million  operation,  com- 
petitors w  ith  lower  labor 
costs  and  similar  technology  flooded  the 
market  and  created  vast  overcapacity. 
"It  put  immense  pressure  on  our  cus- 
tomers and  us."  says  Robert  M.  Axtell, 
worldwide  director  for  Dul'ont's  nylon 
business. 

Dul'ont's  solution  was  to  reduce  oxer- 
head  and  make  tough  choices  about 
w  hat  kind  of  organization  it  needed  to 
compete.  Over  a  two-year  period.  Ax- 
tell cut  2()7r  to  iy/f  of  the  staffers  in 
every  function,  from  research  to  market- 
ing, without  significantly  affecting  the 
performance  of  those  departments.  Two 
layers  of  management  w  ere  stripped  out. 
A  unit  that  had  been  divided  into  two 
segments — the  commodity  and  special- 
ty nylon  businesses — was  broken  into 
nine.  That  forced  a  tighter  focus  on  each 
business — and  gave  profit-and-Ioss  re- 
sponsibility to  more  managers. 

As  at  GE,  the  next  step  was  eliminat- 
ing tasks.  In  deciding  what  work  to  cut. 
Axtell  kept  asking:  Is  it  really  tied  to  the 
bottom  line?  Does  it  add  value?  "A  lot 
of  management  was  just  checking  the 
checkers,"  he  says.  "  There  were  peo- 
ple around  just  asking  questions  and  not 


DUPONT'S  AXTELL:  MAKE 
TIME  TO  "DO  HEALING" 
W  ITH  THE  SURVIVORS 

getting  any  job  done."  Since  those  days, 
"we  have  taken  the  business  from  a 
point  where  it  was  questionable  wheth- 
er the  corporation  would  invest  in  us  to 
the  point  where  it  will."  DuPont  does 
not  break  out  profits  for  its  nylon  group. 

If  getting  leaner  has  taught  Axtell  a 
lesson,  it's  this:  Stay  in  close  touch  with 
both  your  employees  and  your  custom- 
ers. "You  can't  communicate  enough, 
because  there  is  a  lot  of  confusion  when 
you  restructure."  he  adds.  Move  quick- 
ly to  get  it  over  w  ith,  he  suggests,  and 
make  sure  you  have  time  to  "do  heal- 
ing" with  the  survivors.  "You  must 
spend  a  lot  of  time  team-building  w  ith 
the  people  w  ho  are  left." 

Lean  management  isn't  always  about 
cutting  overhead.  Sometimes  it  means 
placing  more  emphasis  on  the  compa- 
ny's core  work — satisfying  customers. 
Take  Pepsi-Cola  Co.,  the  huge  unit  of 
PepsiCo  Inc.  In  recent  years,  smaller 
companies,  such  as  Snapple  Beverage 


Corp.,  began  to  |i; 
away  at  the  bev»< 
market  dominatem 
Pepsi  and  Coca-ll; 
with  fruit  drinks,  fcc 
tea,  and  iced  cole 
CEO  Craig  Weathfti 
says  Pepsi  found  ft 
"doing  things  the  «i< 
old  way  because  Jp 
the  way  we  did  th»s 
We  had  allowed  afcl 
ture  to  develop  a  rapt 
rhe  notion  that  we  dpic 
make  [Pepsi],  serli 
down  the  chute,  m 
take  in  the  money.  ■ 
Rising  competm 
meant  it  was  no  lole 
that  simple.  To  resm 
better  to  retai  Is 
Wcatherup  streaml  si 
Pepsi  last  Decen  )\ 
cutting  the  layer  p 
management  betv 
himself  and  custc 
reps  from  six  to  foui 
also  turned  the  orj 
^  zation  chart  on  its  f 

putting  the  field  ret 
■jf  top.  "The  right-sid 

company,"  as  Weath 
calls  Pepsi,  "char 
from  an  organiza 
that  was  focused  on 
isfying  top  manager 
to  one  now  focuse 
the  customer." 

How  so?  Before,  "when  senior  r  l 
agement  w  ent  out  to  the  field,  emr  5 
ees  were  mainly  worried  about  their 
sentations  to  us,"  savs  Brenda  Bar 
chief  operating  officer.  "Now,  the  f 
is  on  how  I  can  help  them  make 
job  easier."  Fewer  layers  of  man 
ment,  she  adds,  means  "you  hav 
empower  people."  For  example, 
reps  now  plot  marketing  and  promc 
with  customers — without  having  tc 
higher  approval.  Reps  who  find  a  p 
uct  out  of  stock  call  for  the  item  im 
diately  instead  of  waiting  days  for  a 
mal  delivery.  The  bottom  line:  P  \ 
Cola's  U.S.  operating  earnings  in  lc.  I 
first  half  jumped  15%  to  $431  mil 
on  a  5%  rise  in  revenues  to  $2.6  bil 
How  do  you  know  if  all  the  fi 
gone?  "You  should  never  be  satisi 
that  you're  lean  enough,"  contends? 
nest  I.  Glickman,  managing  partndj 
Harbridge  House  Inc.,  a  consulting  H 
"The  best  companies  will  constaj 
look  for  ways  to  slim  down."  This  is | 
diet,  in  short,  that  may  never  end. 

With  Tim  Smart  in  New  HA 
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When  a  customer  needs 
sunroofs  in  136  minutes, 
Rockwell  responds  just  in  time. 


Customer  responsiveness 

has  made  us  a  leading 
sunroof  supplier  worldwide. 


Just-in-time  manufacturing  and 
delivery  of  sunroof  systems  in  136 
minutes,  instead  of  two  weeks,  is 
one  example  of  the  performance 
that's  earned  Rockwell  100  quality 
and  service  awards  from  car  and 
truck  manufacturers  in  the  last 
three  years. 

A  restless  dissatisfaction  with 
the  status  quo  drives  Rockwell 
people  to  seek  better  ways  to  help 
all  their  customers  succeed. 
Whether  its  enabling  newspapers 


to  print  more  pages  in  color. 
Engineering  fax  modems  that  can 
run  for  two  million  hours  Without 
failure.  Or  cutting  the  cost  of  NASA's 
Space  Shuttle  operations  and  main 
engines  by  over  20  percent. 

Rockwell's  customers  face 
diverse  challenges.  Consistently 
responding  to  their  needs  with 
innovative  solutions  makes  us  a 
leader  in  the  Electronics, 
Aerospace,  Automotive  and 
Graphics  markets  we  serve. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


NOW  THAT  YOU  HAVE  A  SEAMLESS  NEW 
SYSTEM  DESIGNED  TO  WORK  AS  A  SIMPLE, 

COHESIVE  UNIT,  YOU  MIGHT  WANT  TO  GET 
THE  MACINTOSH  ON  THE  LEFT  TO  RUN  IT  ON. 


Things  aren't  always  what  they 
n.  Take  computers.  That  easy 
ldliness  you  get  from  the 
:intosh  system  comes  partly 
1  the  software  programs  you 
3se  for  it. 

/\nd  with  all  kinds  of  programs 
e  by  a  wide  variety  of  compa- 
,  the  trick  is  to  make  those  differ- 
dements  operate  well  together. 
But  often  they  don't. 
\t  Microsoft  we've  worked  with 
lerous  Mac  users  to  perfect 
mplete  line  of  diversified  pro- 
is  that  are  practically  dead 
?rs  for  each  other.  After  you've 
)ne  under  your  belt,  you're 
on  your  way  to  knowing  how 
;e  them  all.  Together. 
k>  sharing  information  between 


our  business  programs  couldn't  be 
more  natural. 

Say  you  want  to  let  the  Denver 
office  know  what's  happening  with 
your  new  business  pitch.  Click  onto 
Microsoft  Word  and  your  memo 
easily  comes  together  in  style.  But 
wait.  What  if  you  need  to  beef  it  up 
with  some  extra  facts? 

Check  into  your  list  of  client 
prospects  with  our  database,  called 
FoxBASE+.  Copy  the  customer 
purchase  history  to  Word  and  your 
memo  looks  brilliant.  Open  the 
Microsoft  Excel  spreadsheet  and 
grab  that  sales  forecast  chart  to  show 
your  numbers,  put  it  all  together 
and  send  it  off  with  Microsoft  Mail. 
The  whole  production  is  distribu- 
ted moments  after  you  finish. 


After  that,  use  PowerPoint 
presentation  graphics  to  dress  every- 
thing up  into  colorful  slides  for  the 
big  show  next  week. 

All  these  programs  fit  smoothly 
together  like  a  jigsaw  puzzle,  creat- 
ing one  great  solution  for  everything. 

Even  our  customer  support  is 
beautifully  integrated.  For  questions 
on  our  software  for  the  Mac,  call 
one  award-winning  support  service. 

So"  ask  any  experienced  Mac 
user  how  to  make  all  your  business 
assignments  easier.  Sure,  they'll 
point  you  toward  that  machine  on 
the  left.  But  they'll  also  tell  you  to 
get  the  right  software.  Microsoft. 

Microsoft 

Making  it  easier 


on  AllriRlit 


rd  Printed  in  (he  USA.  For  more 


■formation,  call  (800)  426-9400  In  Canada,  call  (»)())  S63-9048.  Outside  the  United  Stales  and  Canada,  call  (206)  9364661  Microsoft,  FoxBASE+  and  PowerPoint 
rks  of  Microsoft  Corporation,  Macintosh  and  Mac  arc  registered  trademarks  of  Apple  Computer,  Inc. 


ECONOMIES     OF  SCALE 


Often,  you 
dont  need 
huge  budgets  for 
effective  marketing 

B  \    CHRISTOPHER    P  O  W  E  R 

They  w  ere  two  of  marketing's  greatest 
entrepreneurs.  In  1916,  Clarence  Saun- 
ders of  Memphis  opened  a  small  gro- 
cery store — the  forerunner  of  today's 
Piggly  Wiggly — where  shoppers,  not 
clerks,  picked  up  items  themselves  and 


took  them  to  the  cash  register.  In  1930, 
Michael  Cullen  of  Long  Island  added  a 
twist:  I  Ie  turned  a  parking  garage  into 
a  spacious  supermarket  that  offered  un- 
precedented variety.  To  spur  demand, 
Cullen  took  out  big  newspaper  adver- 
tisements to  promote  name  brands  such 
as  Ivory  soap  and  Maxwell  House  cof- 
fee. The  mass-marketing  revolution  in 
America  was  born — and  retailers  and 
brand-name  manufacturers  were  to  prof- 
it immensely. 

Skip  forward  six  decades.  Retailers  of 
every  stripe  are  under  intense  pressure. 
Merchants  and  developers  have  doubled 
the  amount  of  store  space  in  the  U.S. 
over  the  past  \Z  years,  even  as  Ameri- 
cans' real  income  has  barely  grown.  Gi- 
ant chains  such  as  Wal-Mart  Stores  Inc. 


THE  PEPPERONI  FILES: 
PIZZA  HUT  KEEPS  A  DATA 
BASE  ON  WHAT  EOLKS  LIKE 

dominate  this  glutted  market  and  pui 
their  own  store  brands.  Increasingly,  i 
tablished  marketers  such  as  Procter 
Gamble  Co.  and  Philip  Morris  Cos.  i 
for  consumers  who  have  often  conclu- 
ed  that  the  only  difference  betwef 
brands  is  price.  Private-label  and  d 
count  cigarettes,  for  example,  now  £ 
count  for  37%  of  industry  sales,  up  frc| 
almost  zero  12  years  ago. 

If  classic  mass-marketing  no  long 
packs  the  same  punch,  what's  a  comrl 
ny  to  do?  Marketers  are  starting  to  af 
swer  that  question  the  way  Karl  A.  St<| 
gerwald  does:  '  We  have  to  go  back* 
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That  little  map  wasn't 
worth  two  dead  flies. 


You  said  turn  left. 


Right  like  turn  right 
or  right  like  not  wrong? 


Right. 


You  know  what  I  mean. 
See  ya  at  the  clubhouse. 


When  you  want  the.  convenience 
of  a  cellular  phone,  vou  need 
ihe  quality  of  a  Motorola. 


3  1  -6456    M  and  Molorola  are 
demarks  of  Motorola  Irtc  ©1993  Molorola 


ECONOMIES 


manco 


being  small  shopkeep- 
ers," says  the  market- 
ing director  of  Spiegel 
Inc.  Steigerwald  obvi- 
ously doesn't  mean 
tearing  down  super- 
markets. In  some  ways, 
the  task  is  more  daunt- 
ing than  that:  Steiger- 
wald thinks  marketers 
should  travel  the  pain- 
ful road  back  to  de- 
veloping relationships 
with  customers  who 
are  now  grossly  over- 
loaded with  product 
choices. 

That  means  thinking 
small  and  acting  en- 
trepreneurial— wheth- 
er you're  a  giant  such 
as  Spiegel,  PepsiCo,  or 
3M,  or  an  up-and-com- 
er  such  as  Manco,  a 
duct-tape  maker,  or 
Health  Valley  Foods,  a 
New  Age  food  market- 
er. It  also  means  step- 
ping back  from  the  old 
tactics  of  30-second 
com  me  rc  ia  1  s ,  product 
line  extensions,  and 
massive  promotions, 
and  thinking  instead  of 
new  ways  to  appeal  to  consumers.  C  Com- 
panies both  big  and  small  can  accom- 
plish this  through  technology  that  uses 
vast  new  data  bases  to  plumb  people's 
buying  habits.  Or  they  may  devise  pro- 
motional strategies  that  make  a  market- 
ing campaign  especially  memorable — 
and  create  a  tighter  bond  with  the 
consumer.  The  idea,  whether  big  or 
small,  is  to  recapture  the  drive  and  orig- 
inality of  Saunders  and  Cullen. 

If  those  marketers  were  alive  today, 
they  might  already  have  latched  onto 
data-base  marketing.  I  hat's  what  I'i/za 
Hut,  PepsiCo  Inc.'s  $3.6  billion  fast-food 
unit,  has  been  doing.  This  year  it  is 
spending  an  estimated  $20  million  on 
this  strategy,  which  involves  creating 
electronic  profiles  of  some  9  million  cus- 
tomers who  have  gotten  deliv  eries  of  its 
pizza.  Built  from  phone  orders  since  the 
company  began  home  delivery  in  1984, 
the  data  base  can  track  pizza-gobbling 
habits  across  the  country.  As  a  result, 
sa\s  marketing  chief  Robert  Perkins, 
"you  can  target  the  relevant  message  to 
the  right  consumer."  As  a  direct  market- 
er for  the  Republican  Party  in  the  1980s, 
he  pioneered  data-base  methods  that 
reaped  millions  in  contributions.  Now, 
his  goal  at  Pizza  Hut  is  "returning  mar- 


MANCO'S  JACK  KAHL  MA DE 
HAY  FROM  THE  FACT  THAT 
PEOPLE  SAY  "DUCK  TAPE" 

keting  to  the  19th  century,"  a  time  when 
merchants  knew  their  customers  by 
name. 

He  can't  do  that  exactly.  But  in  pro- 
motions this  summer,  his  office  sent  out 
coupons  that  matched  the  tastes  of  the 
addressees:  Lov  ers  of  Neapolitan-style 
pizza  got  offers  for  those,  not  for  thick- 
crust  pizza.  Consumers  who  had  been 
willing  to  try  new  foods  got  a  mailing 
for  Bigfoot,  a  giant-pizza  innovation. 
Customers  who  had  not  ordered  in  a 
while  got  deeper  discounts  than  others. 
Very  precise — and  very  successful:  Ana- 
lysts expect  third-quarter  Pizza  Hut 
earnings  to  rise  25f/ . 

At  Spiegel,  Karl  Steigerwald  is  think- 
ing 19th  century,  too.  In  fact,  catalog- 
merchandise  buyers  at  the  $2.2  billion 
marketer  are  now  nicknamed  "shop- 
keepers." That  title  reflects  the  changes 
Spiegel  made  in  order  to  rebuild  its 
earnings,  which  declined  77%  between 
1989  and  1991.  Spiegel  executives  de- 
cided that  the  company's  big  catalog  had 
to  act  like  a  small,  customer-friendly  one. 
To  achieve  that,  Steigerwald  told  buy- 


ers for  his  book  tm 
sume  they  were  cm 
ing  their  own  specp 
catalogs.  Their  om 
ings  would  thenfe 
displayed  more  ■ 
tinctly  inside  the« 
catalog,  somewhatfe 
boutiques  in  a  mal 
Liberated,  the  ■ 
ers  surveyed  custom 
to  devise  "shops' 
women  who  wai 
romantic  apparel,  • 
customers  who  wa: 
cheaper  prices.  T 
also  set  up  a  systei 
track  sales  by  iter 
make  sure  the 
catalogs-inside-the 
alog  reached  theii 
tended  customers, 
result:  some  20  cats 
folded  inside  the 
book,  and  a  12%  : 
gain  last  year,  as 
as  a  32%  jump  in 
erating  income. 

Spiegel  and  P 
Hut  are  both  gi; 
that  have  used 
ample  finances  to 
closer  to  custom 
But  small  marke 
need  not  despair.  They  can  use  sop 
ticated  technology  too.  And  they  can 
nimbler  marketing  strategies  to  oui 
bigger  riv  als. 

Jack  Kahl  knows  about  taking  on 
ants.  The  chief  executive  of  Manco 
in  Westlake,  Ohio,  has  transformed 
maker  of  duct  tape  and  packaging  ft 
a  $4  million  company  in  1977  to  an 
million  enterprise  this  year.  In  gi 
chains  such  as  Wal-Mart  and  Km 
Manco  now  leads  the  market  for 
with  about  a  40%  share,  up  from  air 
zero  in  1979. 

His  secret:  Ignore  the  conventioa 
wisdom,  w  hich  says  you  can't  do  mi 
with  a  ho-hum  commodity  product, 
pecially  w  hen  you're  facing  big,  w 
entrenched  competitors.  Kahl  notic 
that  customers  often  called  duct  t; 
"duck  tape."  W  hy  not  create  a  di 
mascot  and  inject  some  humor  in  tb 
marketing:  "I  said:  if  I  can  make  tis 
work,  w  e'll  have  a  brand  name,'  "  r 
calls  Kahl.  Soon,  a  goofy  yellow  dik 
was  festooning  Maneo's  packaging 
in-store  displays.  Consumer  recogi- 
tion — and  sales — took  off. 

Manco  would  probably  be  just  a  flih 
in  the  pan,  though,  if  Kahl  had  not  II- 
lovved  the  fun  and  games  w  ith  serks 
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/ork.  He  courted  Wal-Mart,  offering 
:ial  computer-based  inventory  con- 
that  dramatically  raises  efficiency, 
also  competes  with  3M  and  others 
irice,  cutting  costs  to  retailers  by  up 
0%.  Lacking  funds  for  massive  ad 
paigns,  Kahl  sends  out  32,000  greet- 
:ards  four  times  a  year  to  buyers  and 
agers  at  stores  he  supplies.  Retail- 
ilso  get  his  newsletter,  which  prints 
;hts  from  everyone  from  Socrates  to 
imas  Edison.  The  store  managers 
rly  remember  him — and  back  his 
lucts  against  mighty  competitors, 
ihl  created  a  new  identity  for  a  tired 
luct.  Likewise,  W.  L.  Gore  &  Asso- 
;s,  the  maker  of  Gore-Tex  fabrics, 
ted  a  new  product  in  a  tired  catego- 
ental  floss.  Then,  instead  of  adver- 
g  massively.  Gore  used  niche  mar- 
ng  and  data-base  technology  to 
te  customer  enthusiasm, 
he  company's  technicians  applied 
r  lessons  in  creating  strong  fibers  to 
e  a  superslick  floss.  The  product, 
;d  Glide,  doesn't  snap,  slash  gums, 
bred  between  the  teeth.  Well  and 
d,  but  how  to  take  on  floss  giants 
ison  &  Johnson  and  Gillette  Co.'s 
-B  division?  John  Spencer,  the  Gore 
lager  responsible  for 
le,  went  for  word  of 
ith  in  his  launch  last 
I  Six  months  before 
hit  drugstores,  he 

samples  to  dentists 
them  to  hand  out 

to  patients.  "The 
ionse  was  inered- 
I  Spencer  says, 
xause  patients  liked 
floss,  many  dentists 
ted  buying  it.  To 
ure  customer  names 
future  product 
iches,  Gore  at  first 

Glide  to  the  public 
t  through  an  800 
iber.  In  some  in- 
;Ces,  enthusiasts  or- 
;d  cases  by  phone, 
i  result,  Glide  had  a 
e  reputation  and  a 
i  of  dedicated  users 
>re  it  hit  the  stores, 
ealth  Valley  Foods, 

Irwindale  (Calif.) 
:er  of  health  cereals, 
ps,  and  snacks,  has 
n  as  clever  as  Gore 
utflanking  big  com- 
ies  by  using  technol- 

and  niche  market- 
Started   back  in 
0,  the  company  at 


first  sold  just  to  health- 
food  stores.  It  ignored 
supermarkets  but  even 
so  was  able  to  build 
an  unusually  loyal 
following. 

It  developed  a  bond 
with  consumers  in  sev- 
eral ways:  The  founder, 
George  Mateljan,  often 
answered  letters  of 
complaint  and  inquiry 
himself,  and  consumers 
were  able  to  get  friend- 
ly advice  on  healthy  eating  by  calling 
an  800  number.  The  names  all  went  on 
a  mailing  list  for  special  promotions  on 
Health  Valley's  growing  roster  of  prod- 
ucts. Soon,  Health  Valley  had  enough 
customer  loyalty  to  move  into  supermar- 
kets, a  remarkable  achievement  for  an 
independent  operating  in  a  mass-con- 
sumption category  such  as  cereal.  Since 
1989,  its  sales  have  doubled,  to  more 
than  $100  million. 

Glide  and  Health  Valley  Foods  are 
both  rising  brands  breaking  into  the 
crowded  marketplace.  Dannon,  an  es- 
tablished brand,  is  trying  something  else. 
By  sharing  research  with  retailers  and 


How  do  you  move 
soft  drinks  in 
Manhattan?  Hire 
folks  who  speak 
Korean 


NARROWING  THE  GAP 

HOW  BIG  MARKETERS  CAN  ACT  AS  DEFTLY  AS  SMALL  COMPANIES... 

TAP  THE 
DATABASE 

Use  purchase  data  to  customize  incen- 
tives and  direct-mail  based  on  demograph- 
ics, location,  product  preference,  and  price. 

HIRE  FROM 
SMALLER  RIVALS 

They  excel  at  "guerrilla  marketing" — using 
local  promotions  to  get  close  to  customers 
and  break  through  advertising  clutter. 

HELP  YOUR 
RETAILER 

Creating  store-specific  marketing  programs 
— as  Dannon  does  for  retailers  selling  its 
yogurt — will  win  retailer  loyalty,  differentiate 
your  product,  and  build  local  sales. 

...AND  SMALL  MARKETERS  CAN  OUTWIT  THE  GIANTS 

FIND  THE  MISSED 
OPPORTUNITIES 

Small  marketers  can  often  focus  on  a  rela- 
tively neglected  product — such  as  duct  tape 
or  dental  floss — and  take  share  from  a  bigger 
player  or  increase  sales  in  a  tired  category. 

APPLY  THE 
PERSONAL  TOUCH 

Smaller  marketers  can  get  a  big  payoff 
when  top  executives  pay  personal  attention 
to  customers'  letters,  retailers'  queries,  and 
sales  staff's  suggestions. 

EMBRACE 
TECHNOLOGY 

The  cost  of  data  base  technology  is  dropping, 
making  direct-mail  marketing  a  viable  tactic 
for  small  marketers  with  tight  budgets. 

tailoring  marketing ;to  in- 
dividual chains,  it  in- 
creased sales  9%  through 
late  August  vs.  7%  for 
yogurt  overall. 

But  it's  possible,  even 
without  deep  pockets,  to 
revive  a  brand  that  has 
lost  out.  Take  Soho  Bev- 
erages Inc.,  which  Tom 
Cox,  a  former  manager 
at  PepsiCo,  bought  with 
a  partner  from  liquor 
marketer  Seagram  Co. 
after  Seagram  had  acquired  Soho  and 
failed  to  make  it  thrive.  The  tiny  brand, 
once  a  healthy  niche  product  in  New 
York  and  a  few  other  places  up  and 
down  the  East  Coast,  languished  inside 
Seagram  because  its  sales  force  was  un- 
used to  selling  to  delis. 

By  contrast,  Cox  has  managed  to 
boost  sales  50% — from  a  small  base — 
in  the  first  eight  months  of  1993.  Fur- 
thermore, he  has  done  this  on  a  shoe- 
string budget  that  doesn't  allow  for  such 
strategies  as  national  data-base  market- 
ing. "We  collect  our  data  by  hand,"  he 
says.  He  hired  Korean-  and  Arabic- 
speaking  college  students  and  had  his 
people  walk  into  practi- 
cally every  delicatessen 
in  Manhattan  in  order  to 
reacquaint  owners  with 
the  brand,  spot  con- 
sumption trends,  and 
take  orders.  To  create  a 
new  connection  with 
consumers,  he  spon- 
sored local  designated- 
driver  programs — and 
offered  motorists  free 
Soho  Soda  in  the  bar- 
gain. "It's  guerrilla  mar- 
keting," says  Cox. 

It's  also  a  lesson  in  not 
giving  up.  The  U.S. 
may  not  be  virgin  terri- 
tory for  marketers  now, 
as  it  was  back  in  the 
days  of  Clarence  Saun- 
ders and  Michael  Cul- 
len.  Many  consumers, 
however,  still  thirst  for 
the  new.  Even  more, 
they  like  to  feel  that 
they're  being  listened 
to.  That  may  be  a 
yearning  the  shopkeep- 
ers of  old  satisfied 
best — and  one  that  still 
holds  the  secret  for  mar- 
keting success. 

With  Zachary  Schiller  in 
Cleveland 
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ke  immersed  kimself  in  AST  S  line  of 
notebooks,  Larry  s  collection  of 
Eucalyptus  Globulus  kas  turned 
into  Skrubus  Out  of Controlus. 

There  aren't  many  people  who  would  ignore  a  prize  garden  to  cultivate  a  line  of  notebooks.  But 
then,  our  employees  are  rather  obsessed  with  PCs.  Take  the  six  notebooks  in  our  PowerExec™ 
line,  for  example.  Each  one  eliminates  the  limitations  of  portable  computing  with  advanced 
features  like  AST's  Intelligent  Power  Management.  And  no  other  line  of  notebooks  is  more  re- 
sponsive to  your  computing  needs.  With  PowerExec,  you  choose  the 
processor,  screen,  removable  hard  drive,  docking  stations,  and 
even  a  cableless  pointing  device.  PowerExec  is  just  one  of  the 
reasons  we're  a  Fortune  500  firm,  as  well  as  the  talk  of  publications  like  Windows  Magazine  and 
Portable  Computing  Of  course,  we're  still  waiting  to  hear  from  Better  Homes  &1  Gardens. 

/isr  compuTER 

The  Product  Of  Our  Obsession. 


©1993  AST  Research,  Im  All  rights  reserved  AST.  AST  logo  are  registered  trademarks  and  PowerExei  is  a  trademark  o\  AST  Research,  Inc  The 


POWEREXEC 
FAMILY 


CHOICE 

Six  basic  models  with  Intelligent  Power 
Management  for  up  to  6.5  hours  of 
battery  life.  Customize  with  docking 
stations,  removable  hard  drives  to 
200MB,  security  features,  upgradable 
processors  and  screens. 


POWEREXEC  4/25SL 

Intel  486SL/25  microprocessor  with 
optional  active-matrix  color  display. 
3.3-volt  technology  for  longer  battery 
life  Up  to  32MB  of  RAM  Two 
credit-card-sized  PCMCIA  slots. 


POWEREXEC  3/25SL 

Intel  386SL/25  microprocessor  with 
optional  active-matrix  color  display.  64KB 
of  external  cache.  Up  to  20MB  of  RAM 
Two  PCMCIA  slots. 


POWEREXEC  EL 

Intel  386SL/25  microprocessor  with 
optional  passive  color  display.  Up  to 
20MB  of  RAM.  One  PCMCIA  slot. 


AFFORDABLE 

Windows  Magazine  "Best  Buy"  with 
models  starting  under  $1,300* 


RESPONSIVE 

To  learn  more  about  our  PowerExec 
family,  call  800-876-4AST. 


GROWING 

Eucalyptus  Globulus  thrives  with  direct 
sunlight  and  moderate  amounts  of  water. 
It's  optional,  of  course. 


poration.  All  other  trademarks  are  the  property  of  their  respective  owners.  'Estimated  US  reseller  selling  price,  PowerExec  EL  Model  63  Reseller  pru  ing  will  vary 


ECONOMIES    OF  SCALE 


MANUFACTURING 


vision  may 
level  the  field  for  all 
manufacturers 

BY    OTIS  I'OKT 

For  two  golden  decades  after  World 
War  II,  mass  production  reigned  su- 
preme. The  approach  that  the  I'.S.  had 
honed  for  a  century  seemed  the  epitome 
of  manufacturing.  Then,  everything 
went  topsy-turvy.  Economies  of  scale 
suddenly  became  less  important  than 
flexibility.  Better  quality,  which  many 
manufacturers  had  always  assumed  cost 
more,  turned  out  to  save  money.  And 
getting  purchased  parts  delivered  "just 
in  time"  mattered  more  than  negotiat- 


ing the  lowest  price.  Even  now,  many 
companies  have  only  partly  adjusted  to 
these  innovations  from  Japan.  "We 
weren't  coming  to  grips  with  the  enor- 
mity of  what  the  Japanese  pulled  off," 
says  Richard  K.  Dove,  a  consultant 
based  in  Oakland,  Calif.  "But  now, 
there's  growing  recognition  that  we 
have  got  to  develop  a  new  vision  of 
manufacturing." 

The  concept  that's  emerging  will  lev- 
el the  playing  field  for  companies  small 
and  large.  It  goes  by  various  names,  such 
as  the  computer-integrated  enterprise, 
the  virtual  factory,  and  agile  manufac- 
turing. Dove  champions  the  latter  and 
is  a  prime  mover  within  Lehigh  Uni- 
versity's Agile  Manufacturing  Enterprise 
Forum,  a  150-member  consortium. 
Whatever  its  name,  the  new  model  will 
be  a  radical  departure.  It  env  isions  burst- 
ing through  factory  walls  to  electronical- 
ly link  the  plant  floor — plus  support 


functions  such  as  design  and  purcha 
ing — into  a  dynamically  responsive  enj 
ronmcnt.  "We're  talking  about  a  muj 
broader  concept  of  manufacturing-! 
about  fully  integrating  the  entire  entd 
prise,"  says  Gino  J.  Giocondi,  Chryslj 
Corp.'s  vice-president  for  quality  arl 
productivity. 

With  this  information-driven  approacj 
success  will  hinge  more  on  a  company! 
skill  at  exploiting  on-line  resources  thsl 
on  its  size  or  who  owns  the  factor 
Huge  manufacturers  will  be  as  nimbi 
as  small  ones.  And  startups  will  stan 
toe-to-toe  with  behemoths  by  tappiij 
computer  networks  for  key  resource! 
Information  will  whiz  electronically  ev| 
ry  which  way  among  teams — not  ne 
essarily  in  the  same  place  or  same  corl 
pany — that  will  collaborate  on  desigi 
logistics,  production,  marketing,  and  ci1 
tomer  service.  The  upshot  will  be  a  r| 
sponsive  factory  that  builds  today  wh 


- 
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>mers  ordered  yes- 
ly  for  delivery 
>rrow. 

:hat  sounds  like  fic- 
listen  to  Carl 
lormick,  president 
roup  Technologies 
>.,  a  $250  million 
er  of  electronic 
wnents  in  Tampa, 
sady,  some  of  our 
miners  change  re- 
:ments  weekly,"  he 

"And  we'll  be  talk- 
lours  by  the  end  of  this  decade, 
n,  cross-scheduling  of  factories  will 
iital."  That  is,  signals  will  flash  over 
nputer  network  to  tell  suppliers  to 
i  up — just  in  time.  That's  already 
•ening  in  a  few  industries,  notably 
maceuticals  and  retailing,  says  Lee 
ige,  director  of  business  innovation 
ces  at  Ernst  &  Young.  At  Wal-Mart, 

Penney,  and  Kmart,  data  from 
kout  terminals  continuously  ripple 
.  up  the  supply  chain.  Computers 
te  the  information  from  the  stores 
dispatch  replenishment  orders  to 
.uppliers'  computers, 
lis  electronic  commerce  is  made 
ible  by  new  technologies  with  such 
ieldy  names  as  electronic  data  inter- 
ge,  product-data  exchange  specifica- 
and  computer-aided  acquisition  and 
'■.ties  support.  Before  trying  these 
nologies,  though,  experts  advise  that 
first  step  is  to  simplify  shop-floor 
ations.  Joseph  O.  Henley,  manager 
nchronous  manufacturing  at  jet-en- 
maker  Pratt  &  Whitney,  tells  what 
ference  that  can  make, 
nchronous  manufacturing,  cooked 
)y  consultant  Spectrum  Manage- 
t  Group  Inc.  in  Wallingford,  Conn., 
inates  the  bottlenecks  that  slow  fac- 
vvork,  starting  with  the  biggest.  At  a 
V  engine  housing  plant  in  Middle- 
1,  Conn.,  that  roadblock  was  a  grind- 
machine  that  took  32  hours  to  set 
P&W  cut  that  to  two  hours,  then 
linated  successive  bottlenecks  to 
ten  the  unit's  20-week  production 
;  by  half  in  one  year.  Four  years  lat- 
-lenley  expects  the  cycle  time  to 
i  shrink  to  a  mere  three  weeks.  In- 
ories  of  parts  and  works-in-progress 
ilready  down  by  77%. 
ow,  Henley  is  helping  P&W's  sup- 
's learn  the  same  tricks.  Dover  Cast- 
a  unit  of  Howmet  Corp.  in  Dover, 
.,  kicked  off  its  program  in  July, 
' — and  has  since  cut  the  cycle  time 
'&W  castings  to  4  weeks,  from  16, 
trimmed  inventories  by  40%.  More 
:ntly,  P&W  coaxed  a  customer. 


Paper  is  so 
inefficient  that 
the  Pentagon, for 
one,  wants  to  go 
totally  electronic 


Northwest  Airlines  Inc., 
into  trying  its  approach. 
Since  late  last  year, 
Northwest's  Atlanta  re- 
pair shop  has  reduced 
the  time  it  takes  to  re- 
furbish engines  by  28%, 
to  43  days.  Once  a  cost 
center,  the  facility  now 
has  time  to  repair  en- 
gines for  other  carriers 
and  should  turn  a  profit 
next  year. 
As  impressive  as  syn- 
chronous manufacturing  may  be, 
"you've  got  to  do  all  kinds  of  other 
things,  too,"  Henley  says — including  to- 
tal quality  control,  concurrent  engineer- 
ing, and  process  reengineering.  And  get 
rid  of  paper,  the  bane  of  manufacturing. 
When  blueprints  are  scattered  around 
different  departments  and  suppliers,  you 
can  bet  that  not  evervone  has  the  latest 


version.  Result:  rework.  Then  there  are 
shop-floor  work  instructions.  Each  F-18 
fighter  fuselage  made  for  McDonnell 
Douglas  Corp.  by  Northrop  Corp.'s  El 
Segundo  (Calif.)  plant  used  to  collect 
16,000  sheets  of  paper  during  assembly. 
After  the  plant  went  paperless  in  1989, 
by  installing  terminals  at  each  assembly 
station,  costs  dropped  30%.  No  wonder 
the  Defense  Dept.  wants  to  convert  all 
paper  transactions  to  electronic  data. 

The  centerpiece  of  this  push  is  CALS, 
or  computer-aided  acquisition  and  logis- 
tics support.  It  sets  standards  for  con- 
ducting electronic  commerce  among 
contractors — from  sending  out  purchase 
orders  to  relaying  engineering  data.  And 
CALS  is  moving  into  the  civilian  sector, 
too.  It  has  been  adopted  as  part  of  a 
Commerce  Dept.  program  to  smooth 
the  flow  of  design  data  between  differ- 
ent breeds  of  computer  systems.  That 
won't  stop  at  America's  borders.  Com- 


CHARACTERISTICS  OF  THE  RESPONSIVE  FACTORY 

CONCURRENT  EVERYTHING 

Enterprise-wide  computer  integration,  with  elec- 
tronic links  to  customers  and  suppliers,  means 
that  transactions  occur  mostly  between  comput- 
ers, which  will  automatically  route  information  to 
all  the  proper  departments  or  operations. 

FAST  DEVELOPMENT  CYCLES 

A  real-time  data  base  will  unite  the  distributed- 
processing  computers  used  by  design,  engineer- 
ing, production,  logistics,  marketing,  and  cus- 
tomer service — whether  the  work  is  done  in- 
house  or  outsourced.  All  parties  will  have  instant 
access  to  the  latest  information,  eliminating  the 
rework  now  caused  by  delays  in  shuffling  paper. 

FLEXIBLE  PRODUCTION 

Flexibility  will  be  built  into  all  levels  of  manufac- 
turing, from  the  controls  on  each  machine  to  the 
computers  that  coordinate  work  cells  and  factory- 
wide  systems.  Products  can  thus  be  turned  out  in 
greater  variety  and  customized  easily,  with  no 
cost  penalty  for  small  production  runs. 

QUICK  RESPONSE 

Dynamic  factory-scheduling  systems  will  put 
production  "on  call"  and  thus  pare  inventories 
to  the  bone.  Production  will  begin  only  after  a 
customer  places  an  order. 

COMMITMENT  TO 
LIFELONG  QUALITY 

Ongoing  quality  programs  will  lead  to  continu- 
ous improvement  of  both  processes  and  prod- 
ucts. A  primary  focus  will  be  to  make  products 
easier  to  recycle  or  dispose  of  in  environmental- 
ly sound  ways. 
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ECO  N  O  Ml  E  S 


S 


merce  is  cooperating  with 
the  International  Standards 
Organization  in  Geneva  on 
a  standard  called  STEP, 
which  will  give  the  agile- 
manufacturing  network  a 
global  language.  On  Sept. 
1,  Ford  Motor  Co.  and  Al- 
liedSignal  Inc.'s  plant  in 
Kansas  City,  Mo.,  demon- 
strated what  may  become 
commonplace.  A  Ford 
computer  sent  the  design 
for  a  car's  connecting  rod 
to  an  AlliedSignal  factory 
computer,  which  trans- 
formed the  design  into  in- 
structions that  it  fed  to  a 
machine  tool  on  the  shop 
floor. 

Computers  talking  to 
computers,  handling  not 
only  routine  electronic-data 
interchange  (HDD  transac- 
tions but  even  programming  each  oth- 
er— that  will  take  some  getting  used  to. 
But  if  anyone  can  bring  it  off,  it's  the 
U.  S.,  says  Roy  A.  Smith,  director  of  the 


P&W'S  HENLEY,  RIGHT, 
INSPECTS  A  CASTING  THAT 
ONCE  TOOK  FOUR  TIMES  AS 
LONG  TO  PRODUCE 


ffil 

a|^R9I  Enterprise  Integration  Eg 
flflnnSl    at  America's  first  resea  i 

^^■BEgj    and  development  cons-; 

^^H|  tium,  the  Microelectrons 
&  Computer  Technok; 
^  Corp.  (MCC)  in  AustL 
Tex.  "We're  conditioned' 
forming  short-term  partn- 
ships  in  response  to  ml 
ket  opportunities."  Japji 
will  have  a  tougher  tirr, 
he  predicts,  becai 
"Japanese  society  is  has 
on  long-term  persorl 
relationships.  They  wo; 
like  the  idea  of  electron  , 
replacing  human  inti 
action." 

Still,  even  LI.  S.  mana- 
ers  will  need  coaching,  i 
pecially  those  at  small  a| 
midsize  companies.  To  ^ 
them  up  to  speed,  MC 
has  teamed  with  the  N 
tional  Center  for  Manufacturing  Sciei 
es  (NCMS),  a  170-company  group  in  Ai 
Arbor,  Mich.,  and  the  agile  forum  at  L 
high.  Last  year,  MCC  threw  the  swit. 


its  Enterprise  Integration  Network. 
;et  lets  little  companies  get  resources 
y  can't  usually  afford  by  dialing  up 
>n-line  directory:  Using  EINet,  a  pur- 
sing agent  can  order  parts  from  a  cat- 
1  of  worldwide  suppliers  or  pay  in- 
;es  via  an  encrypted  electronic 
ds-transfer  service.  EINet  can  handle 
trmation  in  any  form — audio,  video, 
5hic  images,  or  text, 
mall  manufacturers  won't  have  to 
i  NCMS  to  get  a  taste  of  EINet. 
int  Corp.  is  offering  EINet  services 
the  11,000  networks  connected  to 
;rnet,  the  international  network  orig- 
ly  set  up  by  the  Pentagon  to  link  the 
ense  community  and  university  re- 
rchers. 

.lso,  NCMS  has  launched  a  five-year 
>rt  to  set  up  150  'teaching  factories" 
t  will  be  linked  to  EINet.  Three  are 
n,  and  20  more  are  in  final  planning, 
s  NCMS  President  Edward  A.  Mill- 
They're  patterned  after  similar  facil- 
<  in  Japan  that  help  small  companies 
ipt  new  technology  in  a  fraction  of 
time  it  takes  in  the  U.  S.  EINet  may 
)  bring  NASA  technologies  and  re- 


search muscle  to  small  business.  Under 
an  agreement  signed  earlier  this  year, 
NASA  will  do  joint  research  with  NCMS 
members. 

Some  small  manufac- 
turers are  way  ahead  of 
EINet.  Over  the  past 
few  years,  progressive 
job  shops  have  set  up 
local  computer  networks 
to  form  collective,  virtu- 
al enterprises  with  big- 
ger clout.  Roughly  75  of 
these  so-called  flexible- 
manufacturing  net- 
works, which  are  often 
funded  by  state  or  local 
development  agencies, 
operate  in  a  dozen  or 
more  states.  Oregon  has 
the  most — some  20  co- 
ops involving  200  com- 
panies. 

One  of  the  newest  is  the  Pacific  Man- 
ufacturing Group  in  Washington  state. 
Its  nine  members  specialize  in  various 
high-tech  processes  that  are  related  to 
metalworking  or  electromechanical  com- 


Small  plants  are 

ganging  up 
electronically  to 
form  beefy  virtual 
enterprises 


ponents.  "We  want  to  provide  a  one- 
stop  source  in  these  services,"  explains 
Sean  Blechschmidt,  systems  consultant 
at  Proto-Design  Inc.,  based  in  Bellevue, 
Wash. 

Knowing  how  to  use 
the  emerging  informa- 
tion infrastructure  will 
soon  be  "essential  to 
staying  in  business," 
says  Group  Technolo- 
gies' McCormick.  Five 
years  from  now,  he  in- 
sists, even  suppliers  of 
low-tech  parts  won't  be 
able  to  get  by  without 
tools  such  as  EDI  and 
CALS.  "Contract  manu- 
facturing used  to  be 
cost-driven,"  McCor- 
mick adds,  so  suppliers 
could  survive  by  shav- 
ing prices.  "Not  any  more.  Product-life 
cycles  are  getting  too  darn  short."  There 
won't  be  time  to  cut  prices  because  the 
product  will  have  been  delivered  already. 
That's  business  in  the  age  of  the  respon- 
sive factory.  □ 


Incredible  overheads 
and  prints  that  rivet  your 
audience's  attention. 
Made  easily  and  affordably. 
Right  at  your  desktop. 

The  KODAK  COLORfASf  PS  Printer. 
Continuous-tone  transparencies  and 
prints.  Superb  resolution.  Plus 
UltraColor  Software  from  Kodak  that 
gives  you  great  color  the  first  time, 
and  every  time.  True  Adobe  PostScript' 
Level  2.  Fully  compatible  with  your 
MACINTOSH  Computer  or  WINDOWS 
Software.  With  simultaneous  printing 
and  processing  to  maximize  your 
productivity.  No  other  printer  can  do 
so  much,  so  fast. 

What  you  eat  for  lunch  is  your 
business.  Helping  you  look  your  best 
in  your  presentation  is  ours.  Give 
yourself  a  competitive  edge  with  the 
Kodak  COLORfASf  PS  Printer.  Because 
nobody  knows  color  like  Kodak. 

Call  1-800-344-0006  in  U.S.  or 
1-800-465-6325  in  Canada  for  a  sample 
transparency  and  dealer  information. 
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Newton"  is  digital. 

Newton  is  personal. 

Newton  is  as  powerful  as  a  computer. 

Newton  is  as  simple  as  a  piece  of  paper. 

Newton  is  a  new  kind  of  technology. 

Newton  will  help  you  communicate. 
Newton  can  send  faxes  for  you. 
Newton  can  send  electronic  mail  for  you. 
Newton  can  send  messages  to  another 
Newton  through  thin  air. 

Newton  will  help  you  get  organized. 
Newton  can  help  you  make  phone  calls. 
Newton  can  help  manage  your  schedule. 
Newton  can  help  you  plan  your  day. 
Newton  is  always  looking  for  ways  to  help  you  out. 


Newton 


>  Newton 
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Introducing  The  MessagePad™  The  First  Newton 


Newton  can  learn  your  best  friend's  phone  number. 
Newton  can  learn  the  names  of  your  clients. 
Newton  learns  about  you  to  help  you  more. 

Newton  is  here  today. 

Newton  will  be  everywhere  tomorrow. 


Where  is  Newton?  (  all  #00-365-3690,  est  100,  I"  find  out  where  you  can  try  o 


A  WEILSPRING 
OF  INNOVATION 


Factories  have  changed  relentlessly 
from  18th  century  mills  to  todays 
worker-empowered  auto  plants 

B  Y    C HRIS T  O  P H E  R  FARRELL 


THE  BOURGEOISIE,  DURING  ITS 
RULE  OE  SCARCE  100  YEARS,  HAS 
CREATED  MORE  MASSIVE  AND 
MORE  COLOSSAL  PRODUCTIVE 
FORCES  THAN  HAVE  ALL  PRECEDING  GENERATIONS 
TOGETHER. 

The  Communist  Manifesto,  1848 

Karl  Marx  and  Friedrich  Engels  were  right.  The 
Industrial  Revolution  s  first  wave,  which  began  in 
England  in  the 
18th  century  and 
spread  to  the  Con- 
tinent and  the 
New  World, 
brought  textile 
mills,  steam  en- 
gines, and  rail- 
roads. A  second 
wave  a  century  lat- 
er produced  elec- 
tric power,  chemi- 
cals, and  the 
internal  combus- 
tion engine.  Next 


have  come  semiconductors,  computers,  and  ro- 
bots— and  unprecedented  standards  of  living  that 
even  developing  countries  are  starting  to  share. 

Through  all  this  progress,  the  core  institution 
has  remained  the  factory,  a  complex  combination 
of  capital,  labor,  technology,  management — and 
change.  The  factory  has  evolved  gradually  but  re- 
lentlessly. In  fits  and  starts,  clusters  of  innovations 
led  to  ever-greater  efficiencies.  Accounting  sys- 


1171 


An  early  textile 
factory  in 
Cromford, 
Derbyshire. 
Richard 

Arkwright's  mill 
got  its  power 
from  trie  river 
and  much  of  its 
labor  from 
children 
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ECONOMIES 


The  latest 
industrial 
machinery  got 
top  billing  at 
the  Exposition 
Universelle 
in  Paris 


terns  and  statistical  controls  appeared. 
So  did  research  and  development.  And 
tireless  machines. 

These  advances  reshaped  the  social 
landscape.  Cities  swelled  with  the  ranks 
of  industrial  workers.  Factories  flooded 
the  world  with  goods,  unleashing  con- 
spicuous consumption,  pollution,  and 
disputes  over  the  div  ision  of  wealth.  La- 
borers formed  unions  to  get  their  share. 
The  great  clash  of  communism  vs.  cap- 
italism had  its  origins  in  differing  expec- 
tations of  w  ho  would  gain  from  factors' 
work,  a  debate  emphatically  answered 
when  rising  productivity  turned  the  im- 
poverishment of  the  proletariat  into  the 
rich  rewards  of  blue-collar  work. 

Today,  the  factory  is  still  a  fount  of  in- 
novation. And  in  a  sense,  it's  coining  full 
circle — as  it  gets  smaller,  more  flexible, 
and  more  responsive  to  customers. 

Whoever  says  Indi  strial  Revolution 
saysc<  >tton. 

Industry  mid  Empire 

E.J.  HOBSBAWM 

For  a  brief  moment  in  time,  Britain 
was  the  world's  workshop.  And  the  first 
industry  to  be  organized  along  factory 
lines  was  textiles — since  "a  mass  mar- 
ket foi  textiles  existed,"  much  of  it  over- 
seas, says  William  Lazonick,  an  econo- 
mist at  Barnard  College. 

Before  factories,  the  home  or  small 


shop  was  the  typical  English  workplace. 
Merchants  bought  raw  materials  and 
"put  them  out"  to  craftsmen  to  make 
into  clothing  or  shoes.  It  was  a  series  of 
inv  entions,  such  as  spinning  jennies  and 
water  frames,  that  made  textile  factories 
practical.  Richard  Arkwright  built  one 
of  the  first  in  1771  at  Cromford  in  Der- 
byshire, a  yam-spinning  mill  powered 
by  a  water  wheel  and  staffed  mostly  by 
children.  Soon,  smoky,  steam-driven  fac- 
tories dominated  Manchester  and  oth- 
er British  textile  towns.  English  blue- 


prints reached  the  New  World  wh< 
Samuel  Slater,  an  Arkwright  employee 
illegally  emigrated  in  17X9.  Soon  aftjj 
he  built  America's  first  textile  factory 
2/:-story  mill  powered  by  the  Blackstoi 
River  in  Pawtucket,  R.  I. 

The  giant  mill  in  Waltham,  Mas 
built  in  1S14  by  Francis  Cabot  Lowi 
with  backing  from  Boston  merchan 
marked  an  evolution  in  factory  knov 
edge.  Lowell's  main  innovation  was  ( 
ganization:  The  Waltham  factory  gat 
ered  under  one  roof  all  the  textil; 


A.    ~i  V"  '       »  _ 
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ing  processes,  from  spinning  to 
nng,  and  focused  on  closely  coordi- 
lg  the  production  flow  to  achieve 
mtic  increases  in  speed  and  output, 
ell  later  founded  the  town  of  Low- 
Mlass. 

hk  united  States  the  greatest 
si  rial  undertakings  are  execut- 
pthout  trouble  because  the 
le  population  is  engaged  in 

STRY.... 

Democracy  in  America 
ALEXIS  DE  TOCQUEVILLE 


At  the  1851  Crystal  Palace  Exhibition 
in  London,  Americas  industrial  pioneers 
showcased  their  wares,  including  the 
McCormick  reaper  and  the  Colt  revol- 
ver. These  were  the  output  of  a  new  ap- 
proach called  the  American  System  of 
Manufacturing.  Its  defining  principle 
was  using  specialized  machinery  set  up 
sequentially  to  make  interchangeable 
parts — and  create  uniform  products  for  a 
mass  market.  "Modern  manufacturing 
is  unthinkable  without  interchangeable 
parts,"  says  Joel  Mokyr,  economic- 


historian  at  Northwestern  University. 

Such  manufacturing  had  been  a 
dream  of  the  1 8th  century  French  mili- 
tary, and  the  idea  was  eagerly  embraced 
by  President  Thomas  Jefferson.  By  the 
1840s,  U.  S.  gunmakers  had  made  con- 
siderable progress,  and  their  knowledge 
gradually  spread  to  other  American  in- 
dustries. "When  a  manufacturer  want- 
ed to  produce  goods  in  volume,  he  hired 
people  from  the  [military]  armories  or 
one  of  the  private  gun  contractors  like 
Colt,"  says  David  Hounskill,  historian 
at  Carnegie  Mellon 
University. 
The   U.  S.  system 

I  n 90S  was  a  Pr°duct  °f  D°f.h 

New  World  ingenuity 
and  the  interplay  of 
capital  and  labor,  the 
traditional  factors  of 
production  in  econom- 
ics. In  the  1 1.  S.,  labor 
was  in  shorter  supply 
than  in  Europe  and 
wages,  therefore,  were 
comparatively  high. 
The  lure  of  the  West 
also  ensured  rapid  em- 
ployee turnover.  Cost- 
ly, unreliable  labor  gave 
U.  S.  manufacturers  a 
powerful  reason  to  in- 
vest in  labor-saving  ma- 


Pipefitters  at  a 
DuPont 
factory  (left). 
F.W.  Taylor, 
who 

advocated 
breaking  every 
task  into  its 
simplest  units. 
Germany's 
Bayer,  which 
pioneered 
systematic 
corporate 
research 
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ery,  says  Lazonick.  By  contrast,  he 
I  British  managers  enjoyed  a 
I  surplus  and  had  less  incentive  to 
vate. 

HE  PAST,  THE  MAN  HAS  BEEN  FIRST, 
HE  FUTURE  THE  SYSTEM  MUST  BE 

r. 

he  Principles  of  Scientific  Management 
Frederick  W.  Taylor 

nerica's  business  gospel  became  or- 
zation  and  efficiency.  From  meat- 
.ing  to  oil  refining,  the  country's 
strial  barons  reaped  untold  "econ- 
1  of  speed,"  according  to  Alfred  D. 
idler  Jr.,  business  historian  at  Har- 
business  school.  In  modern  produc- 
it  was  higher  levels  of  throughput 
let  companies  raise  productivity  and 
r  costs.  And  boosting  velocity  took 
machinery,  better  materials,  and 
ideas  for  managing, 
idrew  Carnegie,  a  pioneer  in  all 
transformed  American  steel  into 
olossus  of  the  manufacturing  world 
'een  1870  and  1900.  He  integrated 
ragmented  steelmaking  process  and 


ECONOMIES 


constantly  worked  at  running  his  equip- 
ment and  employees  full-out.  His  gener- 
al manager,  William  Shinn,  developed 
the  statistical  data  needed  to  coordinate 
and  control  fast  production.  It  cost 
Carnegie  $56  to  make  his  first  ton  of 
steel,  a  figure  that  dropped  to  $11.50  by 
1900.  His  prices  were  lower  and  profits 
higher  than  any  competitor's. 

By  the  early  1900s,  America's  most  fa- 
mous apostle  of  efficiency  was  Frede- 
rick W.  Taylor.  His  "scientific"  manage- 
ment principles  for  organizing  factories 
broke  every  task  into  its  simplest  ele- 
ment and  timed  each  to  find  the  most 
economical  way  of  doing  it.  Despite 
strong  worker  resistance,  Taylor's  meth- 
ods for  managing  labor  took  deep  root 
in  the  nation's  factories — and  his  ideas 
helped  remove  worker  initiative  from 
the  plant  floor. 

The  great  manufacturing  innovation 
of  the  time  was  Henry  Ford's  factory 
system:  mass  production.  It  was  the  cul- 
mination of  many  earlier  efforts,  from 
interchangeable  parts  in  the  American 
System  to  the  moving  "disassembly" 
lines  of  the  meat-packing  industry.  In 
mass  production,  workers  did  the  same 
task  over  and  over — and  so  did  ma- 
chines. The  results  were  spectacular. 
Once  the  moving  assembly  line  was  in- 
stalled in  1913  at  Ford's  Highland  Park 
(Mich.)  plant,  assembly  time  for  a  Mod- 
el T  dropped  from  12  hours  8  minutes 
to  2  hours  35  minutes.  A  year  later,  the 
plant  was  making  1,000  cars  a  day,  and 
assembly  time  per  car  was  1  hour  33 
minutes. 

Mass  production  got  a  boost  from  the 
diffusion  of  electric  power.  In  the  first 
three  decades  of  the  20th  century,  the 


price  of  electricity  fell,  and  use  of  elec- 
tric motors  shot  up.  At  the  turn  of  the 
century,  they  accounted  for  only  5%  of 
installed  horsepower  in  the  U.  S.  By 
1930,  that  had  risen  to  80%. 

Germany  also  took  a  leading  role  in 
advancing  the  industries  of  the  second 
industrial  revolution,  such  as  metal  mak- 
ing and  heavy  machinery.  But  Ger- 
many's most  lasting  contribution  came 
from  its  synthetic  dye  makers,  particular- 
ly Bayer  Co.,  which  in  the  late  19th  cen- 
tury established  R&D  as  a  continuous 
company  function  and  a  separate  depart- 
ment. This  corporate  union  of  science 
and  business  would  free  companies  from 
relying  on  idiosyncratic  geniuses  such 
as  Nikola  Tesla  and  ensure  a  steadier 
flow  of  new  products  for  heavily  capi- 
talized factories.  In  many  industries,  cor- 
porate profits  came  to  rely  on  putting 
scientists,  equipment,  and  money  to 
work  in  systematic  research  projects. 

FOR  YEARS  I  THOUGHT  WHAT  WAS  GOOD 
FOR  OUR  COUNTRY  WAS  GOOD  FOR  GEN- 
ERAL MOTORS,  AND  VICE  VERSA. 

CHARLES  E.  WILSON,  GM  CEO 

World  War  11  was  mass  production's 
crowning  moment.  One  key  to  victory 
was  America's  unparalleled  knowhow  at 
coordinating  capital  equipment  and  la- 
bor to  produce  huge  quantities  of  stan- 
dardized products.  Many  of  these  were 
produced  by  women,  as  the  number  of 
emploved  females  rose  from  1 1  million 
in  1940  to  19.5  million  in  1945. 

After  the  war,  U.  S.  manufacturers  had 
no  real  economic  rivals.  Flush  with  suc- 
cess, and  swamped  by  growing  demand 
for  cars,  refrigerators,  and  televisions, 
U.  S.  factory  managers  focused  on  pro- 
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ducing  as  much  as  they  could  as  quick- 
ly as  possible  with  scant  regard  to  qual- 
ity. The  tactic  paid  huge  dividends  in  a 
world  of  war-ravaged  competitors  and 
eager  consumers.  Eventually,  haste 
made  waste,  and  inefficiencies  crept  in. 

That  spelled  opportunity  for  a  new 
factory  system,  called  lean  production, 
that  emerged  in  postw  ar  Japan.  By  the 
late  l('70s,  Japanese  manufacturers  were 
battering  their  1 1.  S.  rivals. 

Toyota  Motor  Co.  pioneered  lean  pro- 
duction, using  a  blend  of  U.  S.  and  Jap- 
anese ideas.  The  central  one  was  the 
just-in-time  inventory  control  system, 
which  used  statistical  quality  control 
techniques  to  quickly  pinpoint  trouble 
spurs.  Workers  exercised  a  degree  of  re- 
sponsibility unheard-of  in  U.S.  facto- 
ries. The  result  was  a  high-quality,  low- 
cost  car,  and,  as  the  method  spread  to 
other  Japanese  manufacturers,  competi- 
tive lathes  and  TVs.  The  LI.  S.  also  faced 
new  competition  from  dev  eloping  coun- 
tries, as  the  modern  factory  spread  from 
Taiwan  to  Mexico. 

most  m  an  u  fact!  ring  people  in  the 
United  States  now  know  we  need  a 

\KW  THl-.oltt  OF  \I  \MTACTURING.  WE 
KNOW  THAT  PATCHING  I  I'  OLD  THEORIES 
HAS  NOT  WORKED  AND  THAI  I  I  RTHER 
PATCHING  WILL  0\n  PI  SI  I  IS  II  RUHR 
BEHIND. 

PETER  DRl'GKER 


For  a  spell,  U.  S.  manu- 
facturers responded  by 
pouring  billions  into  auto- 
mation or  setting  up  plants 
in  low -w  age  countries.  But 
both  tactics  had  their  lim- 
its. Now,  manufacturers  in 
the  l  .S.  and  Europe  are- 
emulating  the  highly  pro- 
ductive Japanese  system 
with  its  emphasis  on  just- 
in-time,  quality  control,  and 
multiskilled  workers. 

Indeed,  m anufactu re rs 
are  reengineering  work  in 
ways  that  could  lead  to  a 
factory  that's  more  respon- 
sive to  the  demands  of 
their  customers.  This  new 
factory  requires  close  links 
between  management  and 
employee,  producer  and 
supplier,  company  and  cus- 
tomer. Already,  new  ac- 
counting methods  are  knit- 
ting together  factory  production  and 
corporate  strategy.  Production  runs  and 
plant  size  are  shrinking.  Machines  on 
the  assembly  line  are  being  built  for 
flexibility.  Power  is  moving  away  from 
managers  and  into  the  hands  of  work- 
ers. All  of  these  changes  are  made  pos- 
sible by  the  explosive  growth  in  infor- 
mation technologies. 


Robots  paintjj 
new  'Vettes,  jj 
job  hazardouj? 
to  humans,  (j 
A  Nucor  stew 
plant  is  morejf 
efficient  than! 
oider  mills 


So  the  factory  is  still  evolving,  m<> 
than  200  years  after  the  new  system  f 
production  emerged  during  England 
Industrial  Revolution.  Like  the  AmeJ 
can  System  of  Manufacturing,  mass  pr 
duction,  and  lean  production  before 
the  factory  of  the  Information  Age  v\ 
reshape  living  standards  and  transfer 
the  quality  of  life. 
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5  A  AAA  ZING  WHAT  PEOPLE  CAN  ACCOMPLISH 
WHEN  THEY  WORK  TOGETHER. 


tola  Syslims,  Inc 


We  can  get  the  people  in  your 
organization  working  together 
like  never  before.  Not  by  just 
adding  more  computers,  neces- 
sarily, but  by  helping  realign 
your  information  systems  with 
your  organizational  goals,  so 
you  have  the  flexibility  to  react 
quickly  to  changing  conditions 
and  customer  demands.  ■  As 
an  open  systems  integrator,  we 
provide  the  powerful,  tailored 
solutions  you  need  to  streamline 
your  organization.  ■  We  also 
provide  the  Brainware™ — that 
is  the  expertise  and  experience 
to  integrate  the  most  intelligent 
solutions  into  almost  any  envi- 
ronment, utilizing  leading 
hardware,  software  or  network 
vendors  worldwide.  Our  capa- 
bilities ran^e  from  system 
design  to  rightsizing  to  network 
integration  across  an  enter- 
prise. ■  We  turn  computer 
technologies  into  solutions 
that  allow  you  to  introduce  new: 
services  quickly  and  thrive 
in  a  volatile  business  climate. 
Solutions  that  often  result  in 
tremendous  breakthroughs  in 
productivity.  ■  Interested? 
Call  us  at  1-800-257-OPEN. 
Together,  who  knows  what  amaz- 
ing  things  we'll  accomplish. 


CONTROL 
DATA 

The  Integration  Company 
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TAURUS  PUT  AMERICAS  DRIVERS  FIRST. 
AND  THEY  RETURNED  THE  FAVOR. 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 


It's  a  perfect  relationship. 

Ford  keeps  right  on  working 
to  make  sure  Taurus  is  sleek, 
refined  and  safe. 

In  return.  America's  drivers 
keep  right  on  loving  it. 

They've  made  it  the  number 
one  selling  car  in  America* 

Look  into  the  1994  Taurus, 
and  you'll  find  solid  proof  that 


Ford  knows  what  drivers  are 
looking  for. 

HAVE  YOU  DRIVEN  THE 
LATEST  TAURUS? 

The  1994  Taurus  is  as  beaiff 
ful  as  ever,  inside  and  out.  It 
ride  is  smooth  and  quiet,  its 
body  corrosion  resistant  and : 
list  of  amenities  even  longer 


II 


SE  DRIVERS  PUT 
t  FIRST. 


For  an  added 
measure  of 
safety,  dual 
air  bags**  are 
i  and  ABS  available  on 
lurus. 

leaking  of  security. . . 
II  every  Ford  car  comes 


with  our  Roadside  Assistance 
Program***  Help  is  only  a  toll- 
free  call  away  should  you  and 
your  family  need  a  tire  changed, 
lockout  assistance  or  a  fuel 
delivery.  Its  just  one  more 
example  of  how  much  we  care. 


•Based  on  1993  MYTD  manufacturer  s  reported  retail  deliveries 
'Driver  and  right  Iront  passenger  supplemental  restraint  system 
Always  wear  your  safety  belt 
'3  years/36.000  miles  See  dealer  for  details 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 
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68  OVERVIEW 
MEET  THE 
GIANT-KILLERS 

How  do  small  cow  pun  its  power 
/In1  economy?  By  fostering  "creative 
destruction. "  That  means  hunting 
down  behemoths  that  can 't  adjust 
to  the  pace  of  innovation 

76  TRANSITIONS 
WHEN  THE 
SHACKLES  COME  OFF 

///  two  very  different  societies — 
Russia  and  Chile — 
entrepreneurs  are  turning 
ever  more  resourceful  as  they 
navigate  tricky  waters 

84  CLOSE-UP 

THE  WILD  RIDE  OF 

MIKE  WAYNE 

A  i  lassie  story:  Seized  by  the  en- 
tiepreneunal  spirit,  an  IBM  man- 
ager risks  all  to  pursue  his  dream 
of  business  gloiy — only  to  be  led 
astray  by  his  own  enthusiasm 

96  FINANCE 

THE  FLOODGATES 

INCH  OPEN 

Welcome  to  the  brave  new  world 
of  small-business  lending.  Make  no 
mistake,  money  is  still  tight-but  it 
can  be  found 

98-D  FINANCE 
LENDERS  TO  THE 
SMALL  FRY 

They're  called  microlenders,  and 
/hex  help  torn  panics  that  most 
banks  would  just  as  sunn  ignore 

98-H  FINANCE 

A  FRIENDLY  PLACE: 

WALL  STREET 

Tin  blazing  IPC )  market  of  the  past 
year  or  so  has  been  a  godsend  for 
many  small  companies 


SAM  WALTON:  FROM 
FIVE-AND-DIME 
MANAGER  TO  RETAIL 
REVOLUTIONARY 


i  drive  and  agility  of  the  entrepreneur  can 
i  the  world  upside  down,  whether  by 
"hauling  an  industry  or  building  a  new  one 
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SMALL 


POWERFUL 


OVERVIEW 


MEET  THE 

GMUrr-KlllERS 


How  do 
small 


companies  power 
the  economy?  By 
fostering  "creative 
destruction 

BY    HOWARD  GLECKMAN 

For  150  years,  Marxist  canon  predict- 
ed that  the  first  step  on  the  road  to  the 
great  proletarian  revolution  would  be 
the  destruction  of  small  businesses  by 
their  larger  competitors.  Today,  one  of 
communisms  last  disciples,  Cuban  Pres- 
ident Fidel  Castro,  has  a  far  different 
view.  He's  opening  up  KM)  trades  and 
services — from  computer  programming 
to  hairdressing — to  individual  enterprise. 
Fidel,  it  seems,  is  betting  that  small 
business  can  dig  him  out  of  the  rubble 
of  his  island's  economy. 

In  his  way,  Castro  is  thrusting  Cuba 
into  the  middle  of  one  of  today's  hottest 
debates:  Docs  small  business  hold  the 
key  to  growth?  ( Ian  an  economy  develop 
its  full  potential  without  the  prodding 
and  innovation  of  its  entrepreneurs? 

The  issue  is  white-hot  around  the 
globe.  In  eastern  Europe,  small  busi- 
nesses are  struggling  to  find  their  role 
in  emerging  capitalist  economies.  Chi- 
na is  grappling  with  the  paradox  of  free- 
ing its  people's  entrepreneurial  spirit 
while  crushing  democracy  Latin  Amer- 
ican nations  are  trying  to  adapt  enter- 
prise to  their  near-feudal  economies. 
And  in  the  U.S.,  economists  argue  over 
how  many  jobs  small  businesses  create 
while  politicians  squabble  over  whether 
to  give  small  firms  special  incentives. 

A  handful  of  the  hottest  entrepreneu- 


rial outfits — 5%  or  so — probably  do  cre- 
ate a  big  chunk  of  the  jobs  in  the  LIS. 
At  the  same  time,  the  bulk  of  the  na- 
tion's 6  million  small  companies  live  a 
more  modest  existence.  The  majority 
die  within  a  few  years.  The  bulk  of  the 
survivors  provide  little  more  than  a  de- 
cent income  for  their  owners  and  a  living 
wage  for  a  handful  of  employees. 

But  quarrels  over  direct  job-creation 
miss  the  point.  The  real  value  of  entre- 
preneurial companies  may  be  the  way 
they  force  larger  competitors  to  respond 
to  innovation,  from  new  technology  to 
new  markets.  That  process,  which  Aus- 
trian economist  Joseph  Schumpeter  apt- 
ly dubbed  "creative  destruction,"  is  not 
pretty,  but  it  may  be  necessary  for  a 
thriving  capitalist  system.  "Creating  jobs 
is  a  pillar  of  a  modern  economy,"  says 
Zoltan  Acs,  an  economist  at  the  Univer- 
sity of  Baltimore.  "But  the  other  pillar 
is  the  role  of  innovation  and  technolog- 
ical change.  Small  firms  have  become  a 
driving  force  in  that  change." 

In  the  U.S.,  the  role  of  small  business- 
es has  waxed  and  waned.  In  the  earli- 
est days,  entrepreneurs  launched  an  in- 
dustrial revolution.  Fli  Whitney  helped 
lay  the  groundwork  for  mass  production 
by  developing  early  machine  tools  and 
designing  a  way  to  produce  guns  from 
interchangeable  parts.  By  the  dawn  of 
the  20th  century,  the  trusts  dominated 
the  U.S.  economy.  But  entrepreneurs 
still  drove  innovation.  Consider  Ceorge 
Westinghouse,  who  remade  the  indus- 
trial world  by  promoting  alternating-cur- 
rent electricity,  despite  opposition  from 
most  of  the  business  Establishment. 

The  U.S.  economy  is  now  in  the 
midst  of  another  dramatic  transition. 
From  World  War  II  to  the  early  1980s, 
the  credo  was:  "Bigger  is  better."  Econ- 
omists from  Adam  Smith  to  Karl  Marx 
had  trumpeted  the  power  of  size.  Man- 
agers strove  for  economies  of  scale — 
whether  they  were  building  nuclear 


power  plants  or  corporate  conglomerate! 
Small  companies  just  didn't  matter,  i 

In  some  capital-intensive  industrie: 
such  as  telecommunications  and  aircrai 
manufacturing,  size  may  still  be  impo 
tant.  But  for  much  of  the  economy,  tl 
conventional  wisdom  no  longer  hold 
The  leveraged  buyouts  of  the  198( 
went  a  long  way  toward  busting  u, 
many  of  the  biggest  conglomerates.  Ne, 
technology  enabled  startups  to  bypa:; 
the  60-year-old  industrial  processes  bu 
dening  older  rivals.  Global  competitic 
exposed  the  weakness  of  many  indu 
trial  giants. 

Small  companies  are  hardly  immur. 
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siness  cycles.  In  the  past  few  years, 
sands  of  them  succumbed  to  the 
s  cninch  and  a  sharp  decline  in  con- 
ttion.  But  while  big  companies  are 
juggling  with  painful  downsizing, 
resilient  smaller  outfits  are  riding 
atic  long-term  trends, 
lay,  bulk  seems  to  be  losing  out  to 
y  and  speed.  "There  is  a  tremen- 
gap  in  the  speed  of  product  devel- 
:nt,"  says  Larry  Prusak,  a  special- 
business  communications  at  Ernst 
ung.  "In  big  firms,  you  have  to  get 
iness  plan,  then  you  have  to  do  a 
st.  But  if  you  have  50  people,  you 
irder  10  pizzas,  figure  out  what  you 


have  to  do,  and  come  back  in  two  weeks 
with  a  decision." 

Sam  Walton,  a  five-and-dime  manager 
from  Arkansas,  changed  the  very  nature 
of  retailing.  Big  steel  was  chased  from 
the  structural  steel  business  by  a  horde 
of  domestic  minimills.  "The  basic  struc- 
ture of  our  economy  is  undergoing  con- 
stant change,"  says  Bruce  Kirchoff,  pro- 
fessor of  entrepreneurship  at  New  Jersey 
Institute  of  Technology.  "And  it's  initiat- 
ed by  new  business  formation  and 
growth." 

That  dynamism  has  spawned  a  virtu- 
al cult  of  the  entrepreneur.  Bookstores 
are  awash  with  titles  on  how  to  start  a 
business.  Corporate  refugees  are  think- 
ing small.  Big  companies  are  scrambling 
to  remake  themselves  in  the  image  of 
the  entrepreneur.  And  college  kids,  who 
may  once  have  aspired  to  life  in  the  cor- 
ner office,  now  have  other  goals.  Says 
small-business  consultant  David  Birch: 
"There  is  a  whole  world  of  24-year-olds 
who  never  dreamed  of  going  to  work  for 
a  big  company." 

Nowhere  is  the  revolutionary  poten- 
tial of  entrepreneurism  more  evident 
than  in  steel.  In  1960,  the  industry  was 
dominated  by  a  handful  of  big  produc- 
ers. Minimills — small  outfits  that  make 
steel  by  melting  scrap  in  electric  furnac- 
es— had  a  puny  Z%  market  share.  To- 
day, they  account  for  nearly  one-third  of 
finished  steel  shipments. 

Aggressive  companies  such  as  Nucor 
Corp.  did  not  invent  the  minimill,  but 
they  married  technology  to  marketing 
skill  and  management  innovations  such 
as  performance-based  pay.  Today,  many 
are  more  productive  than  either  inte- 
grated U.S.  companies  or  foreign  mills. 

Minimills  broke  the  monopoly  of  Big 
Steel.  And  they  may  have  saved  the 
US.  steel  industry.  Says  Christopher 
Plummer,  director  of  steel  analysis  at 
Resources  Strategies  Inc.:  "  Technologi- 
cal change  driven  by  minimills  has  been 
the  primary  factor  of  change  in  the  steel 
industry." 

And  there  may  be  still  more  innova- 
tions from  a  new  generation  of  upstarts. 
In  recent  years,  Nucor  has  had  great  suc- 
cess making  high-quality  flat  rolled  steel 
at  its  plant  in  Crawfordsvillc,  Ind.  In  Au- 
gust, plant  manager  Keith  Busse  left  the 
company  to  form  a  startup  minimill  of 
his  own.  "Nucor  is  pretty  darn  awfully 
efficient,"  says  Busse.  But  "you  might 
improve  it  10%.  There  are  new  forms 
of  technology  which  haven't  been  cm- 
ployed  by  Nucor." 

Entrepreneurs  can  overhaul  an  exist- 
ing industry  or  build  a  new  one.  Back 
in  the  early  1980s,  a  few  upstarts  such 


as  Apple  Computer  Inc.  and  Osborne 
Computer  Co.  believed  they  could  put  a 
PC  in  every'  home  and  office  in  America. 
At  the  time,  they  were  ridiculed  by  the 
mainframe  makers  who  dominated  the 
industry. 

And  what  of  those  behemoths  today? 
Most  have  been  supplanted  by  outfits 
that  didn't  even  exist  a  decade  ago.  In 
1982,  Michael  Dell  was  in  high  school, 
and  only  the  nerdiest  gearhead  would 
think  of  buying  a  computer  through  the 
mail.  Today,  Dell  Computer  Corp.  alone 
is  selling  $2  billion  worth  of  mail-order 
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hardware  and  has  more  than  4,000  em- 
ployees. With  its  low  overhead,  Dell 
could  offer  bargain  prices.  But  it  also  of- 
fered good  service,  which  many  other 
mail-order  operations  lacked.  More  im- 
portant, dozens  of  companies  like  Dell's 
have  made  PCs  virtual  commodities, 
available  to  nearly  everyone  who  wants 
them.  'That  alone  has  profoundly 
changed  the  LI.  S.  economy. 

Computer  software  has  follwed  almost 
the  same  script.  In  1980,  most  of  the 
biggest  software  producers  were  main- 
frame outfits,  names  from  the  dim  past 
such  as  Burroughs  and  N(  1R.  Since  then, 
the  software  business  has  exploded.  But 
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"W  Rapsas  couldn't  wait  to  get  up 
this  morning.  He'd  been  talking 
It  the  hike  to  the  top  of  Big  Pines  with 
dad  every  night  over  dinner  for  the 
t  two  weeks.  And  finally  the  day  had 
ved.  They  pulled  on  their  hiking  boots, 
^fully  packed  the  sapling,  and  headed 
:he  trail  until  they  found  the  perfect 
t.  As  Tom  planted  his  frail,  little  tree, 
earned  a  lesson  he'll  remember  the 
of  his  life.  He  learned  that  every  action, 
natter  how  seemingly  small,  has  an 


commitment  to  a  cleaner  environment  is 
our  worldwide  Clean  Earth  Campaign.  It 
has  been  designed  to  reduce  overall  landfill 
waste  and  preserve  natural  resources  by 
recycling  cartridges  from 
Canon  business  products 
such  as  Personal  Copiers, 
Plain  Paper  Facsimile  and 
Laser  Beam  Printers.  As  a  part  of  this  cam- 
paign, we've  pledged  one  dollar  for  every 
cartridge  returned  to  us,  to  help  a  variety 
of  national  environmental  foundations. 


The  Clean 
Eorrh  Campaign 


It  doesn't  happen  overnight. 


:t  on  the  entire  world.  That's  some 
on.  Especially  for  an  eight-year-old. 
if  we're  all  going  to  live  harmoniously 
1  our  planet,  it's  a  lesson  we'll  all  have 
;arn  if  we  want  to  make  a  dream  like 
come  true. 

At  Canon  we  believe  that  such  dreams 
become  a  reality.  That's  why  we 
*  a  corporate  commitment  to  global 
ronmental  concerns.  A  part  of  this 


This  is  only  a  part  of  the  environmentally 
correct  programs  we're  doing  throughout 
our  business  operations.  From  the  develop- 
ment of  solar  energy  panels  to  cleaner 
manufacturing  processes,  we  know  that 
caring  for  our  planet  is  a  responsibility  we 
all  need  to  take.  Because  making  the  world 
a  better  place  for  all  of  us  won't  happen 
overnight.  Unless  we  have  a  goal.  Unless 
we  have  a  dream. 
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SMALL      IS  POWERFUL 
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the  old  guard  has  been  left  behind  by 
newcomers  such  as  Novell  Inc.  and 
Computer  Associates  International,  Inc. 
How  rapid  has  change  been?  Well,  in 
1980,  Microsoft  had  all  of  125  employ- 
ees. Today  it  can  boast  12,000.  "The 
whole  computer  business  has  been 
turned  upside  down."  says  Kirchoff, 
"and  it's  been  because  of  innovations 
brought  into  the  marketplace  by  new 
small  firms." 

High  tech  gets  all  the  glamour,  but 
enterprise  also  is  changing  much  more 
mundane  industries.  Small  lumber  mills, 
for  instance,  are  developing  a  powerful 
presence  in  exports,  a  market  largely  ig- 
nored by  bigger  companies.  "There  are 
phenomenal  success  stories,"  says  Uni- 
versity of  Washington  economist  Anne 
[Ilinitch.  'Abu  drive  into  the  backwoods 
of  nowhere,  and  there  are  companies 
doing  1009?  of  their  business  w  ith  Ger- 
many or  Spain." 

Kven  in  banking,  where  established 
institutions  are  feverishly  merging  their 
way  into  new  markets,  entrepreneurs 
continue  to  find  important  niches.  Con- 
sider Steven  Kaplan  of  Woodbridge, 
N.J.,  who  fills  the  role  of  the  old-time 
local  banker  for  restaurants,  lending 
money,  providing  advice,  and  making 
connections  w  ith  suppliers.  After  being 
laid  off  from  a  management  job  at  CBS 
in  1986,  he  went  to  work  for  Transmcdia 
Inc..  one  of  BUSINESS  WEEK's  hot- 
growth  companies  over  the  past  two 
years.  In  1990,  Kaplan  bought  the  com- 
pany's first  franchise. 

Many  banks  avoid  restaurants  as  too 
risky,  but  Kaplan  has  found  them  to  be 
a  lucrative  niche.  In  1990,  he  lent  about 
$100,000  to  40  restaurants  in  New  Jer- 
sey. This  year,  he'll  lend  more  than  $2 
million  to  more  than  150  establishments, 
using  a  system  that  allows  restaurants  to 
pay  off  their  loans  with  food  and  bever- 
age credits.  Transmcdia  then  resells 
these  meals  at  a  discount  to  consumers 
who  purchase  a  Transmcdia  restaurant 
card.  Kaplan,  who  has  only  one  sales- 
person, won't  show  up  in  government 
statistics  as  a  big  job-creator,  but  he, 
along  with  Transmcdia  franchisees  in  14 
other  states,  prov  ides  financing  for  thou- 
sands of  other  small  businesses. 

I  low  do  the  upstarts  do  it?  In  part,  it's 
because  the  big,  bureaucratic  dinosaurs 
are  slow  to  adapt  to  change.  "The  suc- 
cess of  small  business  reflects  the  fail- 
ure of  big  companies,"  says  Richard 
Florida,  director  of  the  Center  for  Eco- 
nomic Development  at  Carnegie  Mel- 
lon University. 

At  the  same  time,  entrepreneurs  have 
some  powerful  economic  trends  in  their 


favor.  The  labor  force  is  highly  mobile. 
Capital  is  av  ailable,  although  more  of- 
ten from  Uncle  Harry  than  from  a  bank. 
PCs  and  faxes  hav  e  sharply  reduced  the 
cost  of  entry — an  individual  can  start  a 
small  service  business  for  under  $20,000. 
Consumer  demand  for  well-made,  spe- 
cialized products  has  reduced  the  ad- 
vantages of  big,  assembly-line  factories. 
Add  to  all  that  one  big  cultural  factor — 
in  the  U.  S.,  as  in  few  other  nations,  risk 
is  a  virtue  and  failure  can  be  overcome. 


"If  you  fail  in  the  U.S.,"  says  Florida, 
"you  have  the  opportunity  to  try  again." 

But  why  do  some  startups  make  it 
while  others  flop?  Paul  Reynolds,  pro- 
fessor of  entrepreneurial  studies  at  Mar- 
quette University,  looked  at  1,400  new 
companies  in  Pennsylvania  and  Minne- 
sota and  found  27  "high  performers" 
that  grew  at  an  average  annual  rate  of 
150%  for  at  least  fiv  e  years. 

I  lis  study  confirms  some  suspicions — 
and  explodes  a  few  myths.  One  key 
finding:  Small  business  creates  lots  of 
jobs,  all  right,  but  most  of  them  in  just  a 
handful  of  companies.  Reynolds  found 
that  the  most  successful  w  ere  in  manu- 
facturing and  wholesale  trade.  Only  one 
was  in  high  tech.  While  use  of  technol- 
ogy and  price  w  ere  important  to  the  for- 
tunes of  the  best  new  companies,  qual- 
ity of  goods  and  services  was  ev  en  more 
critical.  And  he  found  that  the  most  suc- 
cessful startups  were  formed  by  teams — 
often  refugees  from  established  compa- 
nies— who  focused  on  financial  controls. 

Reynolds  couldn't  find  manv  tinker- 


ers  who  built  better  mousetraps  in  tin 
garages.  Instead,  he  paints  a  picture 
veteran  entrepreneurs  who  grab  an  oj 
portunity  and  run  with  it.  "The  maj 
distinction  is  time,"  he  says.  "These  h 
pergrowth  firms  put  their  businesses  t 
gether  faster  than  anybody  else." 

Perhaps  the  biggest  threat  to  that  kit* 
of  aggressive  entrepreneur  comes  froj 
another  recent  trend  in  the  U.  S.  econ 
omy — the  move  toward  outsourcing 
Many  big  companies,  such  as  Gen- 
eral Flectric  Co.  and  DuPont  Co. 
recently  have  been  forming  ex- 
tremely close  relationships  with 
small  suppliers. 

T  hose  Japanese-like  arrange- 
ments generate  a  steady  source  of 
income  for  the  small  firms  and  im- 
prove productivity.  But  they  may 
also  drain  the  smaller  partners  of  the 
entrepreneurial  spirit  that  made  them 
successful  in  the  first  place. 


Vet  the  entrepreneur  of  legend  m 
mains  a  powerful  force.  In  a  separap 
study,  Reynolds  found  that  at  any  gi 
en  time,  4%  of  the  adult  population 
Wisconsin  is  trying  to  start  a  small  buv 
ness,  80%  of  them  while  working  fu 
time  at  another  job.  Why  not  dream  tl 
dreams  of  George  Eastman,  who  inveri 
ed  his  Kodak  camera  in  his  off  hou 
while  working  as  a  Rochester  (N.Tf: 
bank  clerk?  Or  of  Jack  Daniel,  who 
14  bought  a  still  from  his  boss — the  kx 
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iller  and  Lutheran  minister.  Daniel 
only  made  good  whiskey  but  also 
ized  the  importance  of  moving  to 
railroad  town  of  Lynchburg,  Tenn., 
where    he    could  ship 
throughout  the 
South.    By  the 
turn    of  the 
century,  Dan- 
iel had  built 


business  is  a  key  factor  in  the  resurgence 
of  the  Michigan  economy,"  Jackson  says. 

These  days,  Jackson  is  doing  his  re- 
search in  Poland,  and  he  sees  some  sur- 
prising similarities.  There,  old  state  fac- 
tories are  having  a  terrible  time  raising 
capital,  while  small  companies — retail- 
ers, business  services,  and  factories — are 
showing  real  vibrancy. 

No  doubt  Eastern  Kurope  is  fascinat- 


ERICA  IS  ONE  OF  THE 
W  COUNTRIES  IN  THE 
RLD  WHERE  RISK  IS  A 
LTUE  AND  FAILURE  ISN'T 
'AL.  FROM  LEFT,  A 
LLERY  OF  DAREDEVILS: 
:K  DANIEL,  GEORGE 
STINGHOUSE,  GEORGE 
>TM AN,  SAM  WALTON 


rional  market  for  what  had  tradition 
been  a  local  product, 
creasingly,  hitting  the  entrepreneu 
ackpot  is  a  vision  for  people  around 
world.  But  will  small  business 
:  reform  in  newly  capitalist  coun 
?  John  E.  Jackson,  a  professor 
usiness  administration  at  the 
/ersity  of  Michigan,  thinks  it 
d. 

:kson  looked  at  Michigan 
nesses  from  1978  to  1988, 
riod  of  great  transition  in 
state.  Michigan  lost  a 
^ering  200,000  auto  manu- 
ring jobs  but  saw  a  boomlet 
)nauto  manufacturing  and  ser- 
>.  Jackson  found  that  in  1978, 
of  all  manufacturing  jobs  were 
)mpanies  with  more  than 
employees.  He  estimates 
share  today  is  less  than 
.  "The  resurgence  of  sm 


ed  by  Western-style  small  business.  But 
there  are  real  differences  between  U.S. 
startups  and  their  Western  European  or 
Japanese  counterparts.  Small  Japanese 
companies  seem  to  be  thriving,  but  most 
serve  as  little  more  than  suppliers  to 
dominant  big  companies.  In  Italy  and 
France,  small  outfits  are  also  doing  fine, 
supported  by  heavy  state  subsidies.  But 
something  seems  to  be  missing:  the  en- 
trepreneurial innovation  that  defines  the 
best  of  the  U.  S.  small  companies.  Could 
a  Microsoft  in  Paris  challenge  Groupe 
Bull?  Not  likely. 

It  might  have  a  better  chance  in  Hong 
Kong,  where  freewheeling  entrepren- 
eurs are  a  dynamic  force  for  change. 
Germany  seems  to  have  found  a  mid- 
dle ground.  There,  300,000  small  and 
midsize  companies  generate  a  big  chunk 
of  the  nation  s  export  growth.  Some  see 
them  as  a  model  for  small  business 
in  Eastern  Europe. 

There  seems  little  doubt  that  en- 
trepreneurs will  play  a  key  role  in 
the  world's  emerging  economies. 
But  will  they  follow  the  heavily 
subsidized  yet  less  innovative 
French  model?  Or  will  they 
try  to  copy  the  U.S.?  And 
entrepreneurs  in  the  U.S. 
have  some  questions  of 
their    own    to  answer. 
Should  they  push  for  spe- 
cial tax  breaks,  along 
with  government  tech- 
nical  and  financial  as- 
sistance? Or  are  they  bet- 
ter off  left  alone?  After  all,  the 
keys  to  success  for  I  .S.  entre- 
preneurs seem  to  lie  more 
with  free-flowing  capital  and 
flexible  labor  markets  rather 
than  state  subsidies. 

Consultant   Birch  has 
\     called  the  best  of  these 
dynamic  companies  "ga- 
zelles."  But   he  may 
have  picked  the  wrong 
animal.  The  critical  role 
of  entrepreneurs  may 
be    more    akin  to 
wolves:  aggressive 
and  skilled  at  culling 
out   the   old  and 
sick.   That's  the 
creative  destruc- 
tion that  Schum- 
peter  talked  about, 
and  it  may  be  the  real 
story  of  how  the  best 
small  companies  drive  change 
in  a  healthy  economy. 

With  Stephen  Baker  in  Pittsburgh  and  Jon- 
athan B.  Levine  in  Paris 
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he  manager  of  a  small  business, 
ver  know  what  you'll  have  to 
t. 

moment's  notice,  you  may 
)  be  an  accountant,  sales  man- 
larketing  director,  or  even  an 
lanager. 

;'s  why  you'll  want  to  look  at  a 
b  tool  that  an  keep  up  with 
?ry  step  of  the  way. 
le  Apple®  Macintosh®  corn- 
Tie  business  computer  that  lets 
x>se  from  more  than  5,000  dif- 
oftware  programs,  including 
ns  that  will  help  you  track  your 
ers,  manage  your  payroll,  create 
etter,  and  plan  your  business, 
ct,  there's  almost  no  business 
t  Macintosh  won't  make  quick- 
er, and  more  efficient, 
ow,  most  people  have  heard 
ow  easy  Macintosh  is  to  use. 
w  you  don't  have  to  spend  a 


lot  of  time  and  money  on  training, 
whether  it's  training  for  yourself  or  for 
the  people  who  work  with  you. 

That's  because  Apple  designed 
Macintosh  to  work  in  a  simple,  intuitive 
manner.  Instead  of  memorizing  com- 
plicated commands,  all  you  have  to  do 
is  select  what  you  want  from  a  menu 
on  the  screen. 

With  Macintosh,  unlike  other  com- 
puters, the  menus  are  similar  in  all  soft- 
ware programs.  So  when  you  learn 
one  program,  you're  well  on  your  way 
to  learning  them  all. 

The  flexibility  of  Macintosh  even 
extends  to  sharing  information  with 
other  kinds  of  computers,  including 
those  running  MS-DOS,  because 
Macintosh  is  compatible  with  virtually 
any  system. 

And  with  the  introduction  of  our 
new  Macintosh  models,  all  of 
these  advantages  are 


affordable  for  any  business  of  any  size. 

If  you're  versatile  enough  to  guide  a 
small  business  to  success,  introduce 
yourself  to  the  computer  that's  as  versa- 
tile as  you  are.  Call  for  our  free  video, 
and  see  what  a  terrific  team  you  and 
Macintosh  can  make.  Because  who- 
ever you're  going  to  have  to  be, 
Macintosh  will  provide  you  with  one 
thing  more.  The  power  to  be  your  best:1 
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Free  small  business  video. 


Our  videotape,  "In  Business  with  Macintosh,"  is  yours  free  for  the  asking. 
It  will  show  you  how  Macintosh  has  helped  other 
small  businesses  run  smoother  and  more 
efficiently,  and  how  it  can  do  the  same 
for  you.  The  video  also  demonstrates 
specific  software  programs. 

For  your  complimentary  copy,  call  this 
toll-free  number: 


1-800-441-3001,  ext.  131 


omputer.  Inc  .  Apple,  the  Apple  logo.  Macintosh,  and  "The  power  to  be  your  best '  are  registered  trademarks  of  Apple  Computer.  Inc  MS-DOS  is  a  registered  trademark  of  Microsoft  ( orpomlit  m 
ember  31,  1993  Good  only  in  the  United  Slates  Quantities  are  limited  One  videotape  per  customer 

>  manages  a  small  business,  you  know  Uteres  no  such  thing  as  a  free  lunch,  right'  Well,  not  in  this  case  We  just  can  I  resist  giving  a  plug  to  the  great  software  packages  that  were  used  to  create  the  a  mens  shown  here 
:.  starting  at  the  lop.  they  are  Microsoft  Excel  from  Microsoft.  FileMaker  Pro  and  MacWnte  II.  both  from  Clans  WmgZ  from  Informix.  PageMaker  from  Aldus.  Components  from  Salon,  and  shown  aboi  e.  Persuasion  fn 
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WHEN  THE  SHACKLES 

(OME  OFF 


How  new 
capitalists 
are  sailing  tricky 
waters  in  two  very 
different  societies 


HURDLES  INCLUDE 
PUBLIC  DISDAIN, 
RED  TAPE,  HIT  MEN 


Deep  in  a  forest  outside  Moscow,  a 
sprawling  pink  mansion  is  in  the  midst 
of  renovation.  Workers  are  refurbishing 
all  the  rooms,  including  putting  Italian 
marble  on  the  bathroom  walls.  The  da- 
cha was  once  the  weekend  hideaway  of 
such  Communist  leaders  as  Leonid 
Brezhnev  and  Andrei  Gromyko.  In  Oc- 
tober, it  will  become  the  headquarters 
of  Arter  Group,  a  company  with  2,000 
employees  and  interests  ranging  from 
mining  and  energy  to  banking  and  real 
estate.  The  ow  ner  of  the  company  and 
the  house  is  one  Andrey  Chuguyevsky, 
a  skinny,  35-year-old  former  history' 
teacher  who  is  today  one  of  Russia's 
most  successful  entrepreneurs. 

In  the  chaos  following  the  collapse  of 
the  Soviet  empire,  biznezmen  such  as 
Chuguyevsky  are  spawning  hundreds 
of  companies,  a  commercial  banking  sys- 
tem, and  thousands  of  retail  stores  that 
provide  decent  goods  to  long-starved 
consumers.  Just  a  few  yeais  ago,  such 
activity  was  illegal.  Some,  including 
Chuguyevsky,  got  prison  senr'-nces. 

Not  that  it's  any  picnic  tod;,  y.  Entre- 
preneurs face  huge  taxes,  shal  -downs 

BEFORE  THE  DACHA  AN 
THE  LINK).  CHUGUYEVSKY 
PAID  SOME  HEAVY  DI  ES 


from  government  regulators,  and — oc- 
casionally— murder  from  hit  men  hired 
by  competitors.  Instead  of  being  ad- 
mired as  bold  Horatio  Algers,  they  are 
generally  reviled  by  a  public  struggling 
along  on  low,  fixed  salaries  while  infla- 
tion rages  at  30%  a  month. 

Yet  many  of  Russia's  young  nouveaux 
riches  are  not  entrepreneurs  at  all.  They 
are  merely  traders  scarfing  up  oil  and 
metals  and  peddling  them  overseas  for  a 
quick  buck.  They  have  already  pro- 
voked crackdowns  by  the  Russian  gov- 
ernment and  by  the  European  Commu- 
nity, which  has  ordered  sanctions  against 
Russia  for  aluminum  dumping.  "W  hat's 
important  is  that  the  entrepreneur  actu- 
ally produces  something,"  says  Sergei 
Olevsky,  a  Moscow  scientist-turned- 
entrepreneur. 

He  and  Chuguyevsky  got  their  big 
breaks  in  the  late  1980s,  when  Mikhail 
Gorbachev  revived  cooperatives,  or  small 
private  businesses.  A  former  microelec- 


tronics researcher,  Olevsky  startec 
cooperative  in  1988  that  made  compj 
er  controls.  Now,  his  empire  incluc 
three  banks,  a  tourism  company/I 
clothing  factories,  and  Tiana,  a  compJ 
that  makes  shampoo  and  cosmetics  fr<J 
natural  ingredients.  Today,  Olevsky  J 
easily  afford  tuition  at  the  University! 
Pittsburgh  for  his  son,  who  plans  to  nl 
jor  in  economics.  For  entrepreneurs,  J 
ucation  is  critical,  Olevsky  believes:  "l 
have  fine  mathematicians  and  physiciJ 
But  we  need  people  who  can  undl 
stand  business  and  economics." 

There's  plenty  of  irony,  too,  I 
Chuguyevsky  s  career  path.  Just  10  ye1 
ago,  he  was  a  history  teacher  in  Chi 
a  region  on  the  Chinese  border.  Fun 
prospects  seemed  dim,  so  he  and  a  pa 
ner  looked  elsewhere.  When  facte  5' 
managers  moaned  about  their  primiti 
telephone  systems,  the  men  put 
gether  a  team  of  moonlighting  enginei 
to  produce  homemade  switching  s] 
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This  is  a  line. 

To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier. 


To  others,  it  is  a  point  where  the  past  is  abandoned  in  favor  of  the  future. 


lew  Toyota  Supra.  It's  taken  everything  sports  cars  were  before 

and  crossed  the  line. 

Double  wishbone  suspension,  4- 
wheel/4-channel  Anti-lock  Brake 
System  (ABS)  with  ventilated  discs 
and  dual  air  bags**  help  make  Supra 
as  reassuring  to  drive  as  it  is  fast. 

Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driving. 
And  that's  why  crossing  the  line 
wasn't  just  an  end.  It  was  a  beginning. 
Call  1-800-GO-TOYOTA  for  a  brochure 
and  location  of  your  nearest  dealer. 

7  love  what  you  do  forme" 
<5g)  TOYOTA 

t   >tor  Sales.  U.S.A.,  Inc.  Buckle  Up!  Do  it  for  those  who  love  you.  'Car  and  Driver,  March         *»Always  use  your  seatbelt.  Driver-  and  passenger-side  air  bags  are  a  supplemental  restraint  system 


1  in  the  face.  Steering  with 
ttle.  Shift  levers  that  had 
rsuaded  into 
ore  power 
akes.  Heaters  that  only 
vhen  the  sun  shined. 
:s  Cars.  For  decades  drivers 
their  suits  and  burned  their 
experience  the  irony  of  how 
shortcomings  added  up  to 
driving  pleasure.  But  now 
new  kind  of  sports  car 
i  to  the  proposition  that 


performance  and  civilized  driving  do 
not  have  to  be  mutually  exclusive. 

The  revolutionary 
new  Toyota  Supra. 
The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 
weight  ratio.  Its  3.0-liter,  24-valve 
inline-6  with  twin-sequential 
tuibochargers  delivers  320  horsepower 
(220  horsepower  in  the  normally 
aspirated  model).  And,  mated  to  a  6- 
speed  transmission,  propels  the  Turbo 
from  zero  to  sixty  in  4.6  seconds* 


At  The  Ports  of  Virginia  we  have  the  natural  advantage  of  being 
only  18  miles  from  the  open  sea  and  50  foot  deep  channels 
with  no  obstructions  that  allow  increased  maneuvering  of  even 
the  larger  4th  generation  vessels.  We  provide  a  direct  link  from 
the  terminals  to  2/3  of  the  U.  S.  population  within  24  hours. 


Our  mid-Atlantic  location  allows  us  to  be  a  gateway  to  IS 
without  congestion,  thanks  to  over  75  lines  and  one  of  'e 
frequent  direct  sailing  schedules  on  the  U.  S.  East  Coa. 
success  and  growth  is  in  part  due  to  the  teamwork,  de(| 
and  skill  of  our  maritime  business  community,  which  \m 


our  warehouses,  dry  docks,  repair  shops,  labor  force,      f*f?S  r 
our  extensive  distribution  channels.  For  service  and       i  ed  i  TTlC  PoiftS  OI  V  iroillicl 
3nt  to  excellence  that  is  found  nowhere  else,  there's        1 93  j  ONE  STOP.  AMERICA  and  theworld 


ice  to  go,  The  Ports  of  Virginia.  Fax  us  your  name  and  600  World  Trade  Center  Norfolk  VA  23510 

ress  for  more  information  and  a  free  video  tour.  (804)683-8000  Fax.  (804)683-8500 


SMALL      IS  POWERFUL 


IS 


terns.  The  switches  sold  like  hotcakes. 
But  they  also  attracted  the  attention  of 
the  police.  "I  asked  the  woman  who  ar- 
rested us  what  we  were  guilty  of.  She 
answered:  'The  criminal  code  is  big. 
We'll  find  something,1 "  says  Chuguyev- 
sky.  He  got  a  two-year  sentence.  His 
partner  got  five  years. 

W  hen  Chuguyevsky  got  out  of  jail, 
Gorbachev  was  just  about  to  permit 
cooperatives.  Chuguyevsky  moved  to 
Moscow  and  started  selling  personal 
computers  made  in  Taiwan  and  Singa- 
pore. He  dabbled  for  a  while  in  trying 
to  locate  and  market  Russian  technolo- 
gies. Aside  from  some  pollution-control 
devices  his  engineers  developed  for  a 
Ukrainian  oil  refinery,  the  results  were 
not  promising.  "I  learned  that  we  are 
one  generation  behind  on  applied  re- 
search," says  Chuguyevsky. 

Today,  Arter  Group  has  holdings  in 
banking  and  real  estate — and  plans 
projects  in  gold,  coal,  and  timber.  Per- 
haps, as  in  earlier  capitalist  societies,  the 
wealth  created  through  exploitation  of 
natural  resources  will  help  spawn  the 
technologically  advanced  industries  the 
former  Soviet  Union  needs  to  compete 
on  a  global  scale.  When — or  if — that 
happens,  it  is  likely  to  be  entrepreneurs 
such  as  Chuguyevsky  who  lead  the  way 
By  Peter  Galuszka  in  Moscow 


( 


ENTREPRENEURS  ARE 
ONE  KEY  TO  CHILE'S 
IMPRESSIN  E  GROWTH 


The  world's  only  scented  children's 
footwear,  Manuel  Marquez  believes,  is 
turned  out  by  his  Calzados  Dolphitos 
plant  in  Santiago.  Brisk  demand  from 
kids  and  parents  for  the  brightly  colored 
shoes  and  sneakers,  exuding  such  odors 
as  strawberry,  watermelon,  and  choco- 
late, pushed  the  10-year-old  company's 
sales  to  $14  million  last  year,  up  from 
$6  million  in  1986  when  Marquez 
launched  his  fragrant  product  line. 

With  a  home  market  of  only  14  mil- 
lion people,  Marquez  until  recently  got 
nearly  half  his  revenues  from  exports. 
This  year,  handicapped  by  an  over- 
valued peso,  exports  will  fall  to  $3  mil- 
lion, down  from  $6.3  million  in  1992. 
But  Marquez,  who  started  working  in  a 
shoe  factory  at  age  16,  has  combined 
imaginative  footwear  with  fast  business 
footwork.  Next  month,  a  joint  venture 
with  Zaria,  a  privatized  Russian  shoe- 
maker, will  start  producing  his  footwear 
in  Moscow.  "From  thete,  we  can  break 
into  the  European  market  more  easily, 


THE  PROBLEM?  SMELLY 
SNEAKERS.  THE  SOLUTION? 
MANUEL  MARQUEZ 

with  cheaper  freight  and  labor  costs," 
Marquez  says. 

Marquez  is  one  of  thousands  of  entre- 
preneurs who  are  diversifying  Chile's 
economy  away  from  commodities  such 
as  copper  and  wood  pulp  into  value-add- 
ed products,  from  furniture  to  biotech- 
nology. They  have  helped  drive  Chile's 
fast  economic  growth — an  average  7% 
annual  expansion  of  gross  national  prod- 
uct ovet  the  last  five  years.  This  year, 
Chileans  are  creating  20,000  companies, 
says  Entique  Roman,  head  of  a  govern- 
ment development  agency — more  than 
any  South  American  country  save  Bra- 
zil, which  is  10  times  Chile's  size. 

Chile's  two  decades  of  free-market  re- 
forms have  unshackled  entrepreneurs. 
Bank  credit  is  plentiful,  fed  by  a  high 
savings  rate.  And  government  credits 
and  technical  aid  to  startups  will  rise  to 
$600  million  this  year,  up  from  $300  mil- 
lion in  1992.  "To  sustain  6%  growth,  you 
need  a  steady  stream  of  small  and  mid- 
size projects,"  Roman  says. 

Stattups  still  face  some  hurdles,  from 
red  tape  to  the  lack  of  tax  breaks  for 
venture  capital.  But  conditions  for  en- 
trepreneurs were  tougher  10  years  ago 
when  Marquez,  now  49,  decided  to 
make  shoes  on  his  own  after  working 
for  Canada's  Bata  Industries  Ltd.  in 
Chile,  Canada,  and  Mexico.  Facing  a 
flood  of  cheap  Asian  imports,  Marquez 
realized  he  had  to  make  his  shoes  stand 
out  in  the  market.  Complaints  of  friends 
about  their  kids'  smelly  shoes  led  him 
to  add  scents. 

"There's  a  lot  of  people  who  think 
big,"  Marquez  says.  "I  bring  the  ideas 
down  to  earth."  To  do  so,  he  plows  5% 


of  sales  into  research  and  developm 
"Other  companies  are  always  copy 
our  ideas,  so  we  have  to  keep  inno 
ing,"  Marquez  says.  His  newest  ni 
product,  to  be  launched  in  October, 
be  shoes  with  lights  that  flash  at  e; 
step. 

For  quite  a  few  Chilean  enterpris, 
the  catalyst  has  been  the  nonprofit  Ch; 
Foundation  (PC),  set  up  in  1976  to  ho 
spur  new  ventures,  partly  by  promoti; 
technology  transfers.  It  is  funded  equ- 
ly  by  ITT  Corp.  and  the  governme , 
which  paid  off  FIT's  prior  claims  for  c- 
propriated  properties  on  condition  tl" 
ITT  plow  the  money  back  into  the  foi 
dation.  A  decade  ago,  FC  helped  launi 
two  salmon  farms  using  techniques  fr< 
the  U.  S.  and  Scandinavia.  This  ye. 
dozens  of  Chilean  fish  farms  will  pi 
duce  65,000  tons  of  salmon.  And  t| 
aquaculture  boom  has  spread  to  otf' 
seafoods,  from  turbot  to  scallops. 

"The  foundation  accelerated  a  proa 
that  would  have  taken  place  anywa 
says  FC  General  Director  Anthony  W 
lie.  "Now,  people  are  moving  in  If 
themselves.  And  they  finally  believe  u 
technology  in  Chile  can  be  profitable 
A  still-blossoming  example  is  softwa 
This  year,  small  companies  will  sell  $' 
million  worth  of  software  abroad, 
from  $1.5  million  in  1991. 

Small  businesses  will  get  a  boost  fro 
a  law  to  be  passed  by  Chile's  CongR 
in  October,  allowing  big  privatized  pe 
sion  funds  to  invest  10%  of  their  mon 
in  venture-capital  funds,  up  from  5% 
present.  And  the  government  propos 
to  set  up  a  one-stop  agency  to  spe 
new  ventures  through  the  bureaucra 
maze.  Such  measures  should  help  ke> 
the  engine  of  enttepreneurship  drivi; 
Chile's  rapid  growth. 

By  Alexandra  Huneeus  in  Santit. 
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The  HP  100LX  palmtop  PC  keeps 
you  in  touch  wherever  you  go. 

It  packs  cutting-edge  computing  and 
communications  features.  All  wrapped 
up  in  a  sleek  11-ounce  package.  Includ- 
ing one-key  access  to: 

I^Sjj"!  cc:  Mail'  Mobile,  the  market- 
IBSiI  leading  e-mail  software. 
Today's  new  card  modems  fit  neatly 
into  our  PCMCIA  2.0  slot,  connecting 
you  to  your  corporate  or  office  e-mail 
systems.  Talk  about  portable  com- 
munications! This  e-mail  solution  fits 
right  in  your  pocket. 

IZSI  Take  most  of  your  office  with 
IKJ  you.  Built-in  MS-DOS'  5.0 
means  you  can  rim  optional  PC  soft- 


ware, such  as  Quicken,  Microsoft " 
Project  Manager  and  ACT!  No  other 
palmtop  comes  close. 

With  equal  ease,  you  can  create  cus- 
tom databases.  And  sort  through  a 
list  of  customer  billing  profiles  or 
your  favorite  restaurants. 

V]V  Even  when  you're  on  top  of 
m*Jm  the  world,  our  appointment 
book  keeps  you  on  top  of  your 
schedule.  With  week-  and  month-at- 
a-glance.  You  don't  miss  a  thing. 

Keep  running  numbers  on 
the  run.  One  touch  brings  up 
Lotus5 1-2-3,"  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  features  keep  coming.  Like  note- 


taker  to  capture  ideas.  Powerful 
analysis  on  the  HP  financial  calcula- 
tor. Flexible  phone  book.  And  much, 
much  more. 

For  more  information  and  the  name 
of  your  nearest  HP  100LX  dealer,  call 
us  at  1-800-443-1254,  Dept.  989.  Or  in 
Canada,  1-800-387-3867.  Then  hit  the 
road  armed  with  all  the  right  answers. 


HEWLETT 
PACKARD 


cc  Mail  Mobile  is  a  U  S  trademark  ot  cc  Mail,  a  wholly  Owned  subsidiary  of  Lotus 
Development  Corporation  Microsoft  and  MS-DOS  are  U  S  registered  trademarks  of 
Microsoft  Corporation  Lotus  and  1-2-3  are  U  S  registered  trademarks  of  Lotus 
Development  Corporation  ©1993  Hewlett-Packard  Company  PGI2307A 


WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL.  BE  GLil 
WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  of  international  business,  you  k 
all  the  leverage  you  can  get.  That's  why  AlG's  strength  and  stability  are  so  important.  We're  one  of  the  wot 
strongest  insurance  and  financial  services  organizations,  with  over  $13  billion  in  shareholders'  equity^ 


llion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  of  profitability  is  unsurpassed 
industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAIG  Companies  have  the 
ty  to  serve  your  needs  through  all  kinds  of  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 


® 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept.  A.  7()  Pine  Street.  New  York,  NY  10270. 
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THE  WILD  RIDE 
OF  MIKE  WAYNE 


A  classic 
story:  IBM 
manager  risks  all  to 
pursue  his  dream  of 
glory — only  to  be 
led  astray  by 
his  own  enthusiasm 

BY    KEITH    II  .  HAMMONDS 

Michael  Wayne  is  starting  again.  From 
a  leased  office  off  the  main  drag  in  Troy, 
Mich.,  he  is  launching  a  chain  of  cen- 
ters to  treat  chronic  back  pain.  The  op- 
eration is  growing  rapidly,  and  there 
is  excitement  in  Wayne's  voice.  "I'm 
in  the  business  of  taking  care  of  backs," 
he  explains.  "We're  going  to  do  well  be- 


cause I'll  do  all  the  backs  in  Michigan." 

For  12  years,  though,  Wayne  was  in 
the  business  of  truck-bed  liners.  He 
founded  Durakon  Industries  Inc.  and 
led  it  on  a  wild  ride  past  $100  million 
in  revenues.  He  made  millions.  He  also 
made  mistakes,  some  of  which  turned 
against  Durakon  when  its  markets  weak- 
ened. Ultimately,  Wayne  resigned  as 
CEO  of  his  own  company,  then  sold  out. 

Durakon's  is  a  classic  entrepreneurial 
saga:  The  young  risk-taker  who  sees  an 
opportunity.  The  product  that  clicks — 
and  the  intoxicating,  exhausting  growth 
that  follows.  The  errors:  misguided  ac- 
quisitions, poor  controls.  The  collapse. 
And  the  transition  to  professional  man- 
agement and  relative  stability. 

Mike  Wayne  was  a  star.  It  was  1977, 
and  at  age  32,  he  was  a  program  man- 
ager for  IBM  selling  office  equipment  to 
General  Motors  Corp.  and  pulling  down 
$100,000  a  year.  He  provided  well  for 
his  wife,  Kathy,  and  three  young  sons 


and  basked  in  the  prestige  of  Big  Blu 
"A  lot  of  people  thought  I  was  era! 
to  leave,"  recalls  Wayne.  But  he  had  m, 
two  schoolteachers  making  plastic  li| 
ers  to  protect  pickup-truck  beds.  Th<; 
needed  a  sales  rep.  Teachers?  True 
beds?  The  infant  startup  didn't  eve 
have  a  product  brochure.  But  Wayi 
had  been  at  IBM  for  10  years  and  red 
ized,  as  he  puts  it  now,  that  "I  wasi 
going  to  run  that  company."  Zefflam 
the  new  outfit,  seemed  challengin 
sexy:  It  had  an  upside. 

The  relationship  failed  early  o 
Wayne  proved  an  adept  marketer,  ar 
sales  grew  quickly.  But  he  clashed  wi 
the  company's  business  manager  ov< 
decision-making.  "Both  of  them  hi 
egos,"  says  Robert  Zeffero,  one  of  Zei 
lamb's  founders.  When  pressed  to  a 
cept  a  lower  sales  commission,  Wayi 
resigned. 

Good  move.  Wayne  developed  a  nej 
product  and  a  better  manufacturing  pr 
cess,  and  late  in  1979  he  founded  D 
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DURAKON'S 
BUMPY  TRIP 

ANNUAL  REVENUE 

1979  Michael  Wayne 
leaves  Zefflamb,  a 
startup  making 
truck-bed  liners.  With 
an  improved  product,  he 
founds  Durakon 
Industries. 


▲  MILLIONS  OF  DOLLARS 
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m.  He  mortgaged  hjs 
se  for  $50,000  and  got 
dditional  $100,000  loan 
i  the  Small  Business 
linistration.  He  found 
otor-home  maker  with 
sed  plastic  molding  ca- 
ty  and  contracted  with 
liling  company  to  make 
Irst  Duraliner. 
bis  wasn't  the  best  time 
e  starting  a  business. 
:  nation  was  in  reces- 
and  interest  rates  were 
;ring  at  around  20%. 
the  other  hand,  the 
iet  was  virtually  wide 
|  Durakon  had  only  to 
'e  to  the  world  that 
)le  needed  truck-bed 
s. 

ayne  and  his  sales- 
ile  hit  the  road.  "We 
;  in  every  trade  show 
can  imagine,  every 
:  fair,  any  opportunity  we  could 
,"  says  David  Wright,  an  early  sales 
:utive  and  still  a  board  member, 
ne  was  living  out  of  airports  and 
ting  with  prospective  distributors  in 
any  as  three  states  in  one  day. 
id  the  Duraliner  was  catching  fire, 
akon  posted  nearly  $1  million  in 
;  its  first  full  year,  and  revenues  hit 
million  in  the  second.  The  compa- 
30k  over  a  molding  factory  in  Lap- 
Vlich.,  north  of  Detroit  and  plunged 
manufacturing.  "It  was  exhilarat- 
says  Kathy  Wayne,  who  helped  out 
the  office  work.  "It  was  intense, 
at  the  time,  we  were  so  into  it  we 
't  notice." 


STARTING  OVER:  WAYNE  IS 
NOW  RUNNING  CENTERS  TO 
TREAT  CHRONIC  BACK  PAIN 

The  entrepreneurial  spirit  enveloped 
Durakon  in  more  ways  than  one.  Em- 
ployees recall  work  weeks  dotted  with 
picnics  and  parties.  "If  you  wanted  to 
use  the  [company]  pickup  for  a  week- 
end, you  just  signed  it  out,"  says  Sandy 
Coe,  now  a  human-resources  manager. 
"The  way  Mike  ran  the  company  was 
as  one  big  family."  In  fact,  Waynes 
brother  and  sister  both  had  signed  on 
as  engineering  and  operations  execu- 
tives, respectively;  his  son  Mark  spent 
summers  sweeping  the  warehouse  and 


joined  as  advertising  man- 
ager after  college. 

But  there  was  also  chaos. 
Executives  and  workers  say 
that  Wayne  and  other  top 
managers,  whose  talents 
tended  to  lie  in  marketing, 
drove  sales  regardless  of 
manufacturing  limitations 
and  financial  controls.  Mark 
Wayne  remembers  when 

a the  company  had  to  decide 
within  48  hours  whether  to 
spend  $1  million,  its  entire 
ad  budget  for  the  year,  on 
two  Super  Bowl  TV  spots. 
It  did.  "These  people  were 
entrepreneurs,  and  when 
they  got  an  idea,  they  ran 
with  it,"  says  Frank  Palm- 
er, a  manufacturing-costs 
controller  for  seven  years. 

Success  brought  a  need 
for  new  capital.  Loans  had 
been  easy  to  come  by,  but 
now  debt  accounted  for  80%  of  Du- 
rakon's  capital;  the  bankers  were  press- 
ing for  new  equity.  Wayne  looked  to  the 
stock  market.  Stocks  were  hot  in  1984, 
and  '"I  wasn't  aware  there  were  a  thou- 
sand other  ways  we  could  have  found 
funds,"  he  says. 

Durakon's  offering  sold  quickly,  net- 
ting nearly  $7  million  for  the  company 
and  $1.5  million  for  Wayne.  But  the 
transition  to  public  company  forced 
Wayne  to  spend  much  of  his  time  sell- 
ing Durakon  to  investors,  a  role  he  dis- 
liked and  that,  in  any  case,  was  dis- 
tracting him  from  the  operations. 

Soon,  those  investors,  jittery  at  the 
vulnerability  of  a  one-product  company; 


1987  Another 
acquisition:  DFM,  a 
manufacturer  of  plastic 
shields  to  deflect  bugs 
and  gravel. 


198$  Wayne 
buys  Jerr-Dan,  a 
maker  of  towing 
equipment. 


1988  Sales  and  ' 
earnings  turn  down  for 
the  first  time.  The  truck 
market  is  weak,  and 
Jerr-Dan  has  problems. 


1 989  Wayne  resigns 
as  CEO.  Durakon's 
board  brings  in  David 
Laro,  its  outside 
counsel,  to  take  over. 


1992  finder  the  direction  of 
veteran  auto  industry  managers, 
Durakon  diversifies  its  product  line 
and  consolidates  manufacturing. 


1993 

Durakon  starts 
manufacturing 
in  Mexico. 


9  99 1  Cash-flow  squeeze.  Wayne 
sells  out  to  Max  Fisher,  who  sells  half 
his  stake  to  a  New  York  investment 
firm.  Wayne  leaves  the  company. 
_J  !  I  
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Statistics  indicate  the  airbag  effectively  helps 
to  stive  lives.  That's  why  every  1994  Nissan 
Altima  is  equipped  with  two.  Standard. 


The  steering  column, 
like  the  ones  found 
on  the  Mercedes,  BMW 
and  Lexus,  is  de- 
signed lo  absorb  max- 
imum impact  energy. 


Steel  side-door  guard  //earns,  utilizing 
a  pipe-style  design,  increase  intrusion 
resistance.  In  other  words,  there's  a  hel- 
ler chance  the  cabin  will  slay  a  cabin. 


Not  all  anti-lock  braking 
systems  are  created  equal. 
Some  rely  on  two  sensors. 
Some,  three.  The  optional 
ABS  on  the  All i ma  has 
four,  one  for  each  wheel. 


Its  a  $14,000  car  in  a  showro 


Unlike  any  other  sedan 
in  its  class,  the  Altima  fea- 
tures Super  Toe  Control " 
to  help  you  avoid  accidents. 
As  cornering  Jones  increase, 
rear  wheels  turn  in  pro- 
portion,  resulting  in  remark- 
able maneuverability. 


5r 


Nissan  Miiim  Corporation  I  S  \  Smart  people  always  read  the  fine  print.  And  they  always  weai  theii  sent  hells.  *MSRP for  the  Nissan  Altima  XE  excluding 


Passenger  protection  is  provided  by  our  Intelligent 
Body  Assembly  System  and  its  51  robots  responsible 
for  the  DURASTEEU  unibody  construction. 


$45,000  car  in  an  accident. 


Besides  having  many  of  the  same  luxury  features,  the 
$14,000*  Nissan  Altima  and  the  typical  $45,000  sedan 
share  many  of  the  same  safety  features.  Of  course,  the 
Altima  doesn't  have  a  fancy  hood  ornament.  But  what  kind 
of  protection  do  you  suppose  is  offered  by  a  hood  ornament? 
For  more  information,  call  1-800-NISSAN-3  ext  451. 


New  three-point 
active  seat  belts  with 
adjustable  shoulder 
belt  anchors  provide 
greater  comfort  and 
convenience  without 
sacrificing  safety. 


We  conducted  the  equivalent  of  close 
to  15,183  mari  years  of  crash  testing 
on  the  Cray"  XMP/12  computer  to  de- 
termine the  structural  design  of  the 
energy-absorbing  crumple  zones. 


NISSAN 


//  5  time  to  expect 
more  from  a  car.'" 


destination  charges  and  options.  XE  model  shown  with  optional  alloy  wheels  and  audio  system.  Cray  is  a  registered  trademark  of  Cray  Research,  Inc. 
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began  pressing  Durakon 
to  diversify.  "Looking 
back,"  Wayne  says,  "I 
paid  too  much  attention 
to  Wall  Street."  He  al- 
ready had  bought  an  ex- 
trusion business  to  sup- 
ply plastic  sheeting,  plus 
a  fleet  of  refrigerated 
trucks — not  to  mention 
a  boat  manufacturer. 
Now,  Durakon  was  eye- 
ing bigger  trophies.  In 
19X5,  it  paid  $10  million 
for  Jerr-Dan  Corp.,  a 
manufacturer  of  towing 
vehicles  and  equipment. 
Two  years  later,  he  spent 
$26  million  on  DFM 
Corp.,  which  made  plas- 
tic truck  shields  and  bug 
screens. 

Sales  still  were  grow- 
ing— to  $108  million  in 
1987 — but  the  rush  was  masking  mis- 
takes. "The  company  had  undertaken 
more  than  it  was  able  to  handle,"  says 
David  Laro,  who  was  then  both  Waynes 
and  Durakon's  lawyer  as  well  as  a  Dura- 
kon director.  "  There  was  a  feeling  of 
omnipotence,  that  it  could  do  every- 
thing." 

The  truth  was  that  Durakon  s  expan- 
sion was  straining  its  managers'  ability. 
Workers  were  losing  confidence — sens- 
ing, says  one,  "that  the  company  had 
gotten  too  big  for  the  people  running 
it."  Wayne  admits  he  may  have  been 
slow  to  bring  in  the  more  experienced 
managers  needed  to  run  his  bigger,  more 
complex  company.  It's  a  common  fail- 
ing. Says  James  B.  Arkcbauer,  a  Denver 
financier  and  author  of  Ultrapreneuring. 
"When  you  get  to  higher  volumes,  it's 
very  difficult  to  deal  with  the  controller 
who  has  sweated  and  toiled  for  four 
years  and,  now,  just  isn't  capable  any 
more." 

Durakon  was  poised  to  take  a  fall.  For 
Wayne,  it  started  in  October,  1987,  when 
Kathy  Wayne  was  badly  injured  in  an 
automobile  accident.  A  week  later  came 
the  stock  market  crash.  The  two  events, 
Wayne  says,  took  the  wind  out  of  his 
sails.  He  realized  the  16  hours  a  day  he 
spent  at  work  was  coming  at  the  ex- 
pense of  his  family.  Moreover,  "I  had 
worked  to  build  the  company,  and  the 
measure  of  that  company  was  the  stock 
price.  Now,  that  drops  in  half.  What  do 
you  do?" 

Wayne's  answer:  Buy  the  company 
back.  In  early  1988,  he  offered  share- 
holders $14.50  a  share  for  their  stock. 
Soon,  he  received  an  offer  from  Masco 


T 


WEBSTER:  "THERE  COMES  A 
TIME  WHEN  A  GUY  WANTS 
TO  SPREAD  HIS  WINGS" 

Corp.,  a  large  auto-parts  manufacturer: 
Masco  would  provide  the  financing  for 
the  buyback  and  get  50%  of  the  com- 
pany with  an  option  to  buy  the  other 
later  at  a  substantial  premium. 

The  deal  had  enormous  potential, 
promising  to  link  Masco's  broad  prod- 
uct line  with  Durakon's  strong  distribu- 
tion network.  But  the  paperwork  and 
filings  took  months  to  work  out.  By  that 
time,  Durakon's  prospects  had  changed 
dramatically.  Pickup  sales  were  down, 
so  demand  for  liners  was  weak — even 
as  Durakon  was  ramping  up  capacity 
and  staffing.  The  towing  business  had 
tanked,  cutting  into  Jcrr-Dan's  orders, 
and  margins  for  DFM's  customized 
shields  had  been  routed  by  one-size-fits- 
all  rivals.  Worst  of  all,  the  price  of  the 
plastic  that  it  used  for  liners  had  surged 
68%  in  two  years.  Oper- 
ating income  for  1988 
plunged  63%,  to  $3.7 
million.  Masco  backed 
out. 

Early  the  next  year, 
four  of  Durakon's  top 
five  officers,  including 
Wayne,  resigned.  Laro, 
Wayne's  lawyer,  took 
over  as  CEO;  Wright  re- 
turned to  management 
as  a  vice-president.  Both 
men  say  they  were 
asked  by  Durakon's 
five-member  board, 
which  included  them 


Workers  sensed 
"that  the  company 
had  gotten  too  big 
(or  the  people 
running  it" 


and  Wayne,  to  tan 
management  position! 

Wayne  says  the  dejl 
sion  to  leave  the  CE«| 
office  was  his.  He  sal 
he  had  lost  credibilw 
with  investors  and  \w 
determined  to  leave  tl 
company,  so  he  accej 
ed  Laro's  offer  to  tai 
charge.  Wayne  withdrtr 
to  the  chairman's  offifl 
where  he  began  tryil 
to  find  investors  to  bl 
his  48%  interest. 

Laro,  meanwhile,  cc- 
fronted  Durakon's  ca 
drain.  He  got  rid 
more  than  100  emplc 
ees  and  reduced  ta 
fringe  benefits  for  tho 
remaining.  To  raise  car 
ital,  he  sold  the  DF  : 
unit — it  fetched  just  $ 
million,  $16  million  less  than  what  D 
rakon  paid — and  a  critical  captive  d; 
tributor. 

"It  was  a  turbulent,  chaotic,  excitii 
time,"  Laro  says  now.  "And  to  be  ho[| 
est,  I  loved  every  minute."  Othe 
weren't  so  sanguine.  The  company  w 
on  the  block,  and  morale  had  hit  be 
torn.  Employees  distrusted  Laro;  eig 
months  after  his  arrival,  the  United  Au| 
Workers  won  a  vote  to  represent  pr 
duction  workers.  Profits  continued 
drop,  and  Durakon's  stock  price  sank  I. 
about  $2  by  the  end  of  1990,  down  fro 
$7  two  years  earlier. 

Enter  Max  M.  Fisher.  The  aging  D 
troit  industrialist  had  made  his  fortune  , 
real  estate  and  oil.  He  discovered  D« 
rakon  through  Robert  M.  Teeter,  wrf 
had  directed  George  Bush's  1988  Pres 
dential  campaign  before  joining  Di 
rakon's  board  at  Laro's  behest.  Fishif 
was  close  to  Bush,  and  Laro,  too,  w; 

active  in  Republica 
politics.  Fisher  and  h 
son  Phillip  saw  in  Di| 
rakon  a  strong  bran 
and  distribution  chann' 
and,  says  Phillip,  "a 
opportunity  to  turn 
around."  They  bougl 
Wayne  out  for  $5  mi 
lion,  a  sum  equal 
only  half  his  stock 
market  value. 

Durakon  entered 
new  era.  The  Fishei 
sold  half  their  stock  tj 
the  New  York  inves] 
ment  firm  of  WeisJ 
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Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Presenting  five  compelling  reasons  to  break 
he  HP®  LaserJet®  printer  habit:  the  new  IBM® 
^aserPrinter  4039  family  by  Lexmark.  Five 
ully  compatible  10, 12  and  16  page-per-minute 
printers — each  delivering  big-printer  features  and 
/alue.  PostScript®  and  PCL®  5  compatibility  are 
ilways  standard.  So  is  a  clear,  simple  LCD  control 
)anel.  And  support  for  options  like  networking, 
lash  forms  and  duplexing.  Plus  expandability  and 
lpgradability,  to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1 800  358-5835 
(in  Canada,  1800663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  printer  buyers 
have  traditionally  missed. 

IBM  Personal  Printers  by 


Lexmark 


Make  Your  Mark 


Lexmark's  optional 

PLAN  cards  support  flash 
memory — something 
»  HP  printers  don 't 
ityJ  offer.  And  every  4039 
printer  includes  auto 
emulation  switching  and 
triple  hot  ports. 


ER  MINUTE 


id  you  need. 

JP  LaserJet 
IBM 

inter  4039s 
a  full 
fall- 
models. 


Investment  protection. 

Upgradable  code  and 
interchangeable  options, 
for  economy  and  flexibility 
HP  printers  can't  match. 


Instant  forms  &  fonts. 

Lexmark  \  optional  flash 
^H=|  memory  stores  frequently 

used  forms,  fonts  and  logos, 
even  when  the  power  is  off. 
HP  printers  don't  offer  that. 


Two-sided 
printing. 

1/f  automatic 
ditplexer  attaches  in 
seconds  to  any  new 
LaserPrinter  model. 
Delivering  two-sided 
printing  for  less  than  half  the 
LaserJet  4Si price. 


I  i  i •      .ii  'M0  n    B ppm 

at  600  dpi  Comparisons 
based  on  MSRPs  Dealer  prices  may 
vary  IBM  is  a  registered  trademark 
Business  Machines 
Corporation  m  the  u  S  and/or 
other  countries  and  is  used  under 
P.  LaserJet  and  PCL 
e  registered  trademarks  ol 
lewlett-Packard  Company 
PostScript  is  a  registered 
trademark  ot  Adobe 
Systems  Incorporated 
'■mark  Is  a  trademark  of 
.enmark  International 
Inc  ©1993  Lexmark 
International,  Inc 


LaserPnnler  4039  1 2L 

by  Lexmark 


e  New  IBM  LaserPrinter  Family,  By  Lexmark.  Print  Smart. 
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IE  VENTILATION  IS 

ine,  but  we'p  work 

k  THE  COLD  ZONES 
[N  THE  LOBBY  AND 

ir  th  -  facing  rooms. 


ARCHITECTURE  of 
ing  may  well  be  inspiring.  But 
ngs  beneath  the  surface  that 
"  attention. 

?  performance  of  your  heating, 
1,  and  air  conditioning  compo- 
\  efficiency  of  your  lighting, 
iveness  of  your  fire  protection 
ng  security  systems, 
not  that  we  don't  admire  the 
portions  of  a  well- designed 
We've  simply  learned  over  the 
the  way  a  building  works  is 


more  important  to  people  than  the  way 
it  looks.  That  nearly  any  building,  with 
the  right  kind  of  attention,  can  become  a 
comfortable  and  productive  environment. 

Which  is  why  we  work  to  improve 
the  total  operation  of  your  building  sys- 
tems. (Which  can,  incidentally,  result 
in  significant  cost  savings  over  the  life 
of  your  building.) 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment, 


since  the  costs  of  improving  the  efficiency 
of  the  mechanical,  electrical,  and  lighting 
systems  within  your  facility  can  often  be 
paid  for  by  the  savings  in  energy  usage. 
We  can  even  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we  know 
that  a  building  is  much  more  than  bricks, 
steel,  or  even  stone  columns. 

That's  why  we're  fully  committed 
to  improving  life  in  the  great  indoors. 

JfgHNSON 

CONTROLS 


SMALL      IS  POWERFUL 


Peck  &  Greer,  which  has  long  managed 
the  family's  assets.  Weiss,  Peck  &  Greer 
recruited  as  CEO  William  Webster,  a  vet- 
eran auto-parts  executive  who,  in  turn, 
brought  in  a  cadre  of  experienced  man- 
agers, mostly  from  the  auto  industry,  to 
take  over  all  but  one  of  the  company's 
top  jobs. 

Webster  is  not  a  born  entrepreneur: 
Hp  till  then,  he  had  worked  for  other 
peoples'  companies,  in  senior  posts  at 
Moog  Automotive  Inc.  and  Federal  Mo- 
gul Corp.  Staid  and  plain-spoken,  he  is 
well  versed  in  big-company  financial 
controls  and  long-range  strategic  plan- 
ning, and  he  has  instilled  that  conserva- 
tism at  Durakon. 

But  at  age  67,  Webster  is  also  starting 
to  learn  to  take  risks.  "I  guess  there 
comes  a  time  when  a  guy  wants  to 
spread  his  wings,"  he  says.  "Maybe 
there's  that  element  of  transitioning  for 
me."  That's  why  he's  taking  a  large  part 
of  his  compensation  in  stock  options, 
which  accounted  for  $420,000  of  his  pay 
last  year. 

Webster  inherited  a  company  bleed- 
ing cash.  Over  the  next  few  months,  he 


FISHER  AND  HIS  SON  PUT 
IN  $2.5  MILLION.  THE  STAKE 
IS  WORTH  $20  MILLION  NOW 

laid  off  additional  employees,  bringing 
staffing  down  to  425  from  its  peak  of 
1,000  in  1988.  He  negotiated  with  banks 
to  extend  Durakon's  loans,  which  were 
violating  covenants,  and  he  quickly 
halved  the  company's  inventories  and 
receivables.  Gross  profits  shot  to  35%  of 


ill 


sales  in  1992,  up  from  28%  two  ye 
before;  overhead  expense  droppec 
20%  from  25%. 

Now,  Webster  is  working  to  patch 
relationships  with  some  unhappy  ( 
tributors,  and  he  hopes  to  build  b 
share  and  total  market  demand.  T 
starting  sales  operations  in  Asia  and  I 
in  America  and  has  entered  a  joint  v 
ture  to  manufacture  Duraliners  in  M 
ico.  He  bought  back  the  distribut 
operation  that  had  been  sold  off  am 
looking  to  acquire  another  businesi 
balance  revenues  from  Duraliners 
Jerr-Dan. 

Jerr-Dan  has  blossomed.  Under  \ 
liam  Kelly,  a  former  vice-presiden 
Shellar-Globe  Corp.,  sales  have  doub 
in  two  years.  Operating  costs  are  do 
sharply.  Kelly  has  cut  the  numbei 
products  from  197  to  6,  and  its  inver 
ries  have  dropped  from  four  week; 
just  two. 

He  has  hired  about  a  dozen  engine 
where  Jerr-Dan  had  only  two  and 
instituted  manufacturing  controls  wh 
there  were  none  before.  Durakon 
has  invested  nearly  $3  million  to  m 


'  Trademark  ol  Texas  Inslrumeni^  Incorporated  ®  Registered  trademark  of  Day  Runner,  Inc  ©  1993  Tl 
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5  the  growing  subsidiary's  factory, 
rakon's  revenues  should  return  to 
;  $100  million  this  year,  up  from 
lillion  in  1992.  "We're  not  a  go-go 
any,"  says  Chief  Financial  Officer 
las  A.  Galas.  Nevertheless,  profits 
)  about  20%.  The  loans  have  been 
aff.  Employees  say  they  are  im- 
;d  by  their  new  managers.  "It  only 
ibout  three  or  four  months  before 
e  could  see  Mr.  Webster  was  do- 
le right  things,"  says  Jerald  Gow- 
engineering  manager.  (Webster  is 
i  Mr.  Webster;  Wayne  remains 
I'.) 

|>13,  Durakon's  stock  is  well  off  the 
joint  it  reached  earlier  in  the  year, 
nvestors  are  happy.  The  Fishers' 
nillion  investment  is  worth  about 
lillion  now. 

ce  Wayne  has  not  stayed  in  touch 
his  successors  at  Durakon;  nor  has 
:ard  from  David  Laro,  now  a  fed- 
ix  judge.  Friends  still  at  the  compa- 
11  him  that  Webster  and  his  lieu- 
ts  are  doing  well.  As  he  listens  to  a 
t  of  Webster's  plans,  though,  he 


shakes  his  head  and 
smiles  thinly.  "Absolute- 
ly history  repeating  it- 
self," he  says.  He,  too, 
once  broadened  Du- 
rakon's product  line.  He 
tried  to  expand  de- 
mand. He  sunk  capital 
into  Jerr-Dan. 

He  points  out  that 
Durakon  has  profited 
from  a  rebound  in  truck 
sales  and  from  a  sharp 
drop  in  plastic  prices.  A 
contract  to  sell  liners  to 
General  Motors  Corp., 
which  took  Wayne  years 
to  negotiate,  came  to  full  fruition  only 
in  1992 — though  GM  since  has  pulled 
back.  Orders  for  tow  trucks  have  surged, 
too. 

Dynamic  Rehabilitation  Centers  Inc., 
his  new  company,  appears  to  be  thriv- 
ing. Its  two  offices  together  saw  only  150 
patients  a  week  in  January;  now,  Wayne 
says,  they  treat  350  to  400  a  week.  With- 
in a  year,  he  expects  to  add  two  new 
back-treatment  centers  and  to  double 


Wayne  shakes  his 

head  over 
Durakon's  new 

strategy: 
'Absolutely  history 
repeating  itself" 


business.  He  still  works 
hard,  but  a  son,  Jeffrey, 
manages  most  of  the 
operations,  and  Mike 
plans  to  spend  a  lot  of 
time  this  winter  at  his 
house  in  Florida.  Kathy 
Wayne  says  that  nowa- 
days her  husband  is  "re- 
laxing more.  He's  hav- 
ing fun." 

If  he  feels  bitterness 
about  his  exit  from  Du- 
rakon, it  is  well-tem- 
pered. Yes,  he  would  be 
richer  if  he  had  waited 
a  year  to  sell  his  stock. 
"But  frankly,  I'd  have  the  same  car,  the 
same  nice  house." 

More  important,  at  age  48,  he's  hap- 
py to  be  trying  something  different  and 
to  be  offering  a  service  he  thinks  will 
change  peoples'  lives.  "If  I  were  at  Du- 
rakon now,  I'd  be  thinking  about  how 
can  I  increase  liner  penetration,  work- 
ing with  distributors,  doing  the  same 
things  I'd  been  doing  10  years  before." 
He  doesn't  miss  it.  □ 


he  Perfect  Combination 
Of  Power  And  Paper, 


iper  organizer  is  a  valuable  tool.  But  as  infor- 
ion  piles  up,  so  does  clutter.  That's  why  we 
gned  the  new  TI  TimeRunner.™  It's 
;asy-to-use  electronic  organizer 
l  clips  right  into  your  current 
3r  organizer  to  give  you  the  best 
oth  worlds.  Now,  when  you  want 
se  paper,  keep  using  paper.  But 
sn  you  want  the  neatness  and 


Reminder 

08/12/94  FRI 

11130  fiM  + 
JENKINS  LUNCH  NOTES! 
RENEGOTIATE  1994  RATES. 
DISCUSS  CONTRACT  RENEWAL 
7  DAYS  NOTICE 

Set  reminders,  with  alarms. 

Note 

CklitjT  ACCOUNT  NUMBERS  j 

JENKINS'iTASSOC.  "JENE34 

LINCOLN  CORP.  LIN6fc7 

ONTARIO  METALS  0NT904 

FIRST  CORF.  FIRB40 

BALDWIN  COMPANY  BALS2S 


Make  lists-restaurants,  anniver- 
saries, investments,  anything. 


speed  of  electronics,  use  TimeRunner.  Store  3 
separate  address  lists.  Set  reminders,  with  alarms 
to  warn  you  in  advance.  And  manage 
all  kinds  of  other  information.  The 
new  TI  TimeRunner.  Add  one  to  your 
current  paper  organizer  and  you've 
got  the  most  powerful  personal  orga- 
nization system  ever.  See  your  local 
retailer,  or  call  1- 800 -TI- CARES. 


Texas 
Instruments 
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FINANCE 


THE  FLOODGATES 

INCH  OPEN 


Welcome  to 
a  new  world 
for  small-business 
lending,  les,  money 
is  still  tight — but  it 
can  be  found 

BY    SUZANNE  WOOLLEY 

Vincent  Rua  was  on  the  prowl  for  cap- 
ital. Over  the  years,  the  president  of  $15 
million  Manhattan-based  Skyline  Win- 
dows had  developed  good  relationships 
with  a  number  of  commercial  banks.  But 
when  he  went  after  his  1993  financing,  it 
was  an  investment  bank  that  won  his 
business.  After  reading  about  Merrill 
Lynch  Business  Financial  Services  in  a 
newspaper,  Rua  called  it.  "Within  30 
days,  they  had  turned  around  our  re- 
quest for  a  $1.25  million  line  of  credit 
and  about  $200,000  of  capital-equipment 
financing,"  he  marvels.  "I  have  dealt 
with  many  banks  across  the  country  and 
in  New  York,  and  it's  just  not  heard  of  to 
get  a  turnaround  in  30  days." 

Welcome  to  the  changing  world  of 
small-business  financing.  With  President 
Clinton  hailing  small  business  as  "the 
real  job-generating  engine  of  this  econ- 
omy" and  many  providers  of  financial 
services  targeting  it  as  a  growth  market, 
there  are  finally  signs  of  life  in  the  mar- 
ket for  small-business  lending.  Many 
banks  launching  small  business-lending 
initiatives  find  themselves  in  competi- 
tion with  other,  nontraditional  lenders 
that  also  want  the  business.  Last  year's 
record  number  of  venture  capital-backed 
initial  public  offerings  is  drawing  more 
money  into  venture-capital  funds.  States 
are  starting  programs  to  encourage  lend- 


ing. And  changes  in  the  taxation  of  cap- 
ital gains  may  spur  more  of  the  wealthy 
to  become  "angels" — informal  venture 
capitalists  who  help  many  small  busi- 
nesses get  their  start. 

All  these  new  avenues  in  small-busi- 
ness financing  can't  come  soon  enough 
for  borrowers  still  feeling  the  chill  of  the 
small-business  credit  freeze  that  began 
in  the  mid-1980s.  Big  losses  in  banks' 
loan  portfolios,  coupled  with  tighter  reg- 
ulation, caused  many  banks  to  turn  their 
focus  inward,  and  lending  became  a  less- 
er priority.  In  such  a  risk-averse  environ- 
ment, only  the  safest  loans  got  made. 
There  are  still  many  banks  stuck  in  that 
mind-set.  "A  lot  of  banks  are  looking  for 
an  airtight  deal,"  says  Kenneth  R.  Lowe, 
chief  executive  officer  of  $2  million 
Lowe  Manufacturing  Inc.,  an  electronic 
circuit-board  maker  based  in  Dallas. 
"Small  business  is  not  airtight." 

Bankers  don't  deny  that  their  stan- 
dards are  still  tight.  More  restrictive  pol- 
icies that  lend  less  against  receivables 
or  require  more  collateral  have  drawn 
complaints  that  smaller  businesses  are 
paying  for  others'  mistakes.  "Banks  got 
so  burned  by  real-estate  deals  and  bad 
loans  that  the  companies  they've  been 
doing  business  with  are  being  punished 
for  the  criminals,"  says  Ted  Leonsis, 
founder  of  $10.5  million  Vero  Beach 
(Fla.)-based  Redgate  Communications, 
which  publishes  software  magazines. 

But  hope  is  replacing  despair.  "There 
just  might  be  a  little  climactic  change 
going  on,"  says  Hugh  H.  Trumbull, 
president  of  $1.4  million  Analytical 
Graphics  in  Philadelphia.  "We  have  to 
earn  our  spurs  every  day,  but  there  are 
signs  of  good  things  happening." 

One  sign  that  capital  is  freeing  up  is 
the  dramatic  increase  in  loans  made 
through  the  Small  Business  Administra- 
tion. In  fiscal  1993  alone,  the  SBA 
backed  $6.4  billion  in  loans — a  40%  rise 
since  1991.  The  SBA's  up-to-90%  guaran- 


tee of  a  loan's  value  lessens  banks'  fe;, 
about  lending  to  small  companies  ait 
opens  up  the  doors  to  borrowers  w 
don't  have  the  collateral  to  get  a  cc 
ventional  loan.  Kven  nontraditional  ler 
ers  such  as  American  Telephone  &  Te 
graph  Co.  have  begun  making  SB 
guaranteed  loans.  AT&T  Capital  Coi 
created  the  AT&T  Small  Business  Ler 
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Zorp.  in  late  1992  to  provide  financ- 
co  first-time  franchisors  and  other 
1  outfits.  "Small  businesses  are  just 
ping  up  everywhere,  and  for  a  com- 
/  to  be  successful,  it  certainly  can't 
re  that  marketplace, "  says  Patty 
'ane,  a  spokeswoman  for  AT&T  Cap- 

;nders  also  open  their  arms  to  com- 
es with  hard  assets,  but  real-estate 
s  remain  a  nightmare.  "We're  hav- 
jasier  access  to  borrowing  on  hard 
t-based  products  than  we've  ever 
|  says  Walter  Riley,  president  of  $35 
on  Kearny  (N.  J.)-based  Guaranteed 
might  Delivery  Inc.,  a  trucking  ser- 
for  oversize  packages.  Riley  is  hap- 
ith  the  5.75%  five-year  loan  he  got 
1.5  million  worth  of  trucks.  But 
t  ask  him  about  his  real-estate 
ed  loan.  Riley  has  a  balloon  pay- 
t  coming  due  on  an  old  note,  and 
:ad  of  routinely  refinancing  it,  his 
•  Jersey  bank  wants  to  do  an  apprai- 
nd,  suspecting  a  changed  loan-to- 
:  ratio,  wants  more  cash. 


Some  of  the  slack  in 
bank  lending  has  been 
picked  up  by  nonbank 
lenders.  There's  Merrill 
Lynch  &  Co.,  which,  in 
a  strategic  review  in 
1985,  determined  that 
some  of  its  best  clients 
were  people  who 
owned  their  own  busi- 
nesses. After  making 
just  $200  in  revenues  in 
1985,  its  Business  Fi- 
nancial Services  unit  has 
about  $1  billion  in  revenues  today.  Its 
basic  product,  the  Working  (  lapital  Man- 
agement Account,  is  a  combination 
checking  and  brokerage  account  and, 
for  those  who  qualify,  a  revolving  line 
of  credit.  "When  you're  long  funds,  you 
earn  on  balances,"  says  Richard  A.  Han- 
son, the  unit's  director.  "When  you  ex- 
haust your  funds,  you  pay  us  interest." 
Merrill's  accounts  hold  over  $30  billion, 
mostly  for  companies  that  have  been  in 
business  for  at  least  five  years,  have  $2 


Expansion  capital 
is  still  much  easier 
to  find  than 
money  for 
starting  up 


million  to  $25  million  in 
revenues,  and  have 
been  profitable  for  the 
last  three  years. 

Asset-based  lenders 
such  as  GIT  Group 
Holdings  Inc.  and  Hell- 
er Business  Credit  are 
also  becoming  more  of 
a  force  in  the  small- 
business  market.  Rob- 
ert D.  Keeler  found  that 
out  when  the  new  man- 
agement of  his  bank, 
which  had  been  acquired,  politely  told 
him  that  it  didn't  have  an  appetite  for 
his  type  of  business.  So  the  vice-presi- 
dent of  finance  for  $37  million  Cuplex 
Inc.,  a  Garland  (Tex.)-based  company 
in  the  printed  circuit-board  business, 
turned  to  a  trusted  adviser  at  Ernst  & 
Young,  who  marketed  the  company  to 
other  lenders.  Keeler  wound  up  with 
working  capital  in  excess  of  what  he  had 
with  his  bank  and  says  his  asset-based 
lender's  formula  for  lending  against  in- 

NEW  YORK'S  VINCENT  RCA 
WAS  AMAZED  AT  HOW  EAST 
HE  GOT  CREDIT  THIS  YEAR 

ventory  and  receivables  "was  less  re- 
strictive than  the  banks  and  gave  us 
more  room  for  growth." 

For  startups,  though,  it  never  seems 
to  get  much  easier.  "Since  1985,  it's 
been  a  slippery  downward  slope,  espe- 
cially for  those  in  early-stage  startups," 
says  Jim  Fitzsimons,  who  ran  a  venture- 
capital  fund  for  10'years  through  Mia- 
mi's now-defunct  Southeast  Bank. 
"Those  seeking  expansion  capital  can 
find  it,  but  the  classical  entrepreneur  to- 
day would  probably  not  get  funded." 

While  venture-capital  funds  are  up  for 
the  first  time  since  1987,  they  favor  lat- 
er-stage investment.  Companies  under 
$5  million  are  finding  it  very  difficult, 
says  Michael  Puntoriero,  partner  in  Ar- 
thur Andersen  Enterprise  Group's  office 
in  Orange  County,  Calif.  Some  of  his 
clients  go  to  customers  or  vendors  for 
financing.  But  many  startups  get  fi- 
nanced the  old-fashioned  way,  borrowing 
money  from  friends  and  family,  mort- 
gaging their  homes,  and  drawing  on 
credit  cards. 

One  avenue  that  may  be  opening  up 
for  early-stage  companies  is  the  infor- 
mal venture-capitalist  network.  Every 
year,  such  self-made  "angels"  bankroll 
approximately  30,000  to  40,000  compa- 
nies, estimates  William  E.  Wetzel,  di- 
rector of  the  Center  For  Venture 
Research  at  the  University  of  New 
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Hampshire's  Whittcmore  School  of  Busi- 
ness &  Economics.  Wetzel  guesses  that 
250,000  or  so  angels  pump  close  to  $10 
billion  to  $15  billion  into  early-stage  ven- 
tures each  year. 

States  are  also  trying  to  help  small 
businesses  get  access  to  capital.  Eager 
to  encourage  entrepreneurs  with  visions 
of  "Silicon  Beach"  dancing  in  their 
heads,  Florida  has  created  Enterprise 
Florida,  billed  as  a  "public-private  part- 
nership" with  the  goal  of  creating 
200,000  jobs  by  the  year  2005.  Its  fust 
effort:  trying  to  put  together  three  $50 
million  venture-capital  fund  pools  fi- 
nanced by  institutions  that  will  cater  to 
fledgling  companies.  The  state  is  in  the 
"talking  stage"  about  seed-capital  financ- 
ing and  is  looking  into  creating  a  "guar- 
antee pool"  to  enhance  fixed-asset  fi- 
nancing for  growing  companies. 

Perhaps  most  cheering  are  changes  in 
the  capital-gains  tax.  The  tax  bite  is  cut 
by  50%  if  an  individual's  direct  invest- 
ment in  a  small  company  is  held  for  five 
years  or  longer.  "It's  Clinton's  most 
promising  effort  to  help  the  capital  mar- 
ket for  entrepreneurs,"  says  Wetzel. 

There  is  also  action  pending  in 
Congress.  The  Small  Business  Incen- 
tive Act  of  1993  would  make  it  easier 
for  small  businesses  to  issue  securities. 
The  proposed  Small  Business  Capital 
Enhancement  Act  calls  for  the  federal 
and  state  governments  to  match  funds 
set  aside  to  cover  loan  defaults.  That 
could  spur  banks  to  lend  to  less-estab- 
lished or  less-creditworthy  companies. 

Part  of  the  plan  on  Capitol  Hill  is  to 
help  open  the  capital  markets  to  small- 
business  loans.  That's  the  motive  be- 
hind a  third  bill,  the  Small  business 
Loan  Securitization  cv  Secondary  Mar- 
ket Enhancement  Act.  This  legislation 
woidd  make  it  easier  for  banks  to 
package  together  small-business  loans 
and  treat  them  much  the  same  as  mort- 
gage-backed securities,  which  have  a 
huge  secondary  market  lenders  can 
sell  into.  That  could  make  lenders  far 
more  willing  and  able  to  serve  smaller 
businesses. 

W  ith  a  number  of  avenues  opening 
up,  the  odds  of  getting  financing  are 
turning  in  the  entrepreneur's  favor. 
Granted,  it  may  never  be  easy  to  get  the 
money  to  start  a  small  business.  But  a 
determined  and  resourceful  entrepren- 
eur can  rurn  to  more  sources  of  funding 
than  ever  before.  And  one  of  them  just 
might  be  convinced  that  the  smartest 
lvestment  is  in  that  person's  idea. 

117///  Janet  Lit  in  Washington,  (!</i/  De- 
George  in  Miami,  Stephanie  Anderson  For- 
est in  Da/las,  and  bureau  reports 


This  table  ranks  small,  private,  fast-growing  U.S.  technology  companies  based  on  the  nurr, 
Per  of  employees  they  added  during  the  last  year.  It  includes  companies  that  have  fewe 
than  1,000  employees.  The  information  is  provided  by  CorpTech,  a  business  directory  put 
Usher  in  Woburn,  Moss.,  from  its  data  base  of  35,000  high-tech  companies. 


COMPANY/ 
LOCATION 


PRIMARY  HIGH- 
TECH MARKET 


SALES  IN 
MILLIONS* 


EMPLOYEES 
ADDED** 


TOTAL  PERCENT 
EMPLOYEES  6AI 


1.  COIEMAH  RESEARCH 

ORLANDO,  FLA. 

DEFENSE 

$50 

325 

750 

761 

2.  IGGISTIX 

FREMONT,  CALIF. 

COMPUTER 
SOFTWARE 

$50-$ 100 

300 

500 

1 50 1 

3.  SNC  MANUFACTURING 

OSHKOSH,  WIS. 

COMPONENTS 
&  SUBASSEMBLIES 

$24 

280 

600 

87", 

4.  GREAT  PLAINS  SOFTWARE 

COMPUTER 

SflFTWARF 

JUT  1  TIHI\L 

$50-$ 100 

280 

600 

87'/ 

5.  PAI 

OAK  RIDGE,  TENN. 

ENVIRONMENTAL 

$IO-$25 

250 

300 

500! 

6.  ANAGO 

FORT  WORTH 

MEDICAL 

$25-$50 

250 

900 

38% 

7.  PRECISION  AIRE 

ST.  PETERSBURG 

ENVIRONMENTAL 

$35 

200 

700 

40'/ 

8.  NANO  PULSE  INDUSTRIES 

BREA,  CALIF. 

TELECOMMUNICATIONS 

$9 

200 

800 

33  M 

9.  PRAEGITIER  INDUSTRIES 

nA||A<  0RF 

UHLLHj,  Vnt. 

COMPONENTS 

K  SIIR1SSFMRI  HA 

$50-$ 100 

200 

800 

33 'J 

IO.C0MSYS  TECHHICAl  SERVICES 

ROCKVILLE,  MD. 

COMPUTER 
SOFTWARE 

$25-$50 

170 

550 

44  "J 

II.  AMERICAN  WHITE  CROSS  1ABS 

NEW  ROCHELLE,  N.Y. 

MEDICAL 

$35 

150 

450 

50  >\ 

12.  GRAHAM  MAGNETICS 

BEDFORD,  TEX. 

COMPUTER 
HARDWARE 

$50-$ 100 

150 

500 

42  % 

13.  ENTWHIST1E 

HUDSON,  MASS. 

DEFENSE 

$  1 0-$25 

150 

561 

36'/j 

14.  APPLIED  SYSTEMS 

UNIVERSITY  PARK,  ILL. 

COMPUTER 
SOFTWARE 

$52 

150 

650 

30°/ 

I5.IDX  SYSTEMS 

BURLINGTON,  VT. 

COMPUTER 
SOFTWARE 

$92 

150 

950 

18'/ 

16.  KAV1K0 

MOORPARK,  CALIF. 

COMPONENTS 
SUBASSEMBLIES 

$70 

140 

840 

20"/ 

17.  DOCUCON 

SAN  ANTONIO 

COMPUTER  RELATED 
SERVICES 

$IO-$25 

130 

250 

108"/ 

18.  AMERICAN  SYSTEMS 

CHANTILLV,  VA. 

DEFENSE 

$50-$ 100 

130 

750 

20°/ 

19.  COMPUTER  SYSTEMS 
DEVELOPMENT 

PISCATAWAY,  N.J. 

COMPUTER  SOFTWARE 

$23 

125 

200 

166'/ 

20.  SCIENCE  & 
TECHNOLOGY  CORP. 

HAMPTON,  VA. 

ENVIRONMENTAL 

$5-$l0 

125 

325 

62% 

21.  ENVIRONMENTAL 
TECHNOLOGIES  GROUP 

BALTIMORE 

DEFENSE 

$35 

125 

352 

55"/ 

22.  THE  C-POWER  COMPANIES 

ROCKWALL,  TEX. 

ENERGY 

$50-$ 100 

125 

400 

45% 

23.  HYDR010GIC 

ASHEVILLE,  N.C 

ENVIRONMENTAL 

$18 

120 

250 

92  % 

24.  SANMINA 

SAN  JOSE,  CALIF. 

COMPONENTS 
SUBASSEMBLIES 

$50-$ 100 

115 

640 

21% 

25.  QAD,  INC. 

CARPENTERIA,  CALIF. 

COMPUTER 
SOFTWARE 

$25-50 

110 

320 

52% 

•RANGES  ARE  USED  WHERE  PRECISE  DATA  ARE  NOT  AVAILABLE 
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IF  YOU'RE  RUNNING  CICS  ON  A 
tAINFRAME,  YOU'RE  MISSING  OUT 
ON  AN  80%  SAVINGS. 


The  Encore  Infinity  90™ 
easily  runs  all  your  existing 
CICS  COBOL  VSAM  programs 
with  operational  savings  up 
to  80%  over  your  current 
mainframe  installation. 

Ana  it  does  it  on  your  existing 
3270  network  with  a  consistent 
and  unchanged  interface  for 
your  users.  It  is  transparent  to 
your  COBOL  application  pro- 
grammers and  offers  massive 
scalability  and  I/O  throughput 
to  consolidate  the  workload 


ot  several  mainframes  on  a 
single,  open  system.  Migration 
of  your  CICS  applications  to 
an  Infinity  90  with  Integris' 
UniKix  is  painless,  incremental 
and  dramatically  cost-e  H  e,  I  lve. 
And  you  won  t  nave  to  worry 
about  re-engineering  costs,  re- 
training costs  or  interoperability 
with  your  CICS  applications. 
Integral  to  Infinity  90  is  a  full 
range  of  system  management 
software,  including  tuning, 
administration,  monitoring  and 
security  all  built  with  user- 
friendly,  contemporary  graphical 
interfaces.  Call  us  and  we 
quantify  these 
savings  and 
performance 
increases.  Scale 
the  futu  re  witn 
ease.  Call 
Encore  today. 


ENCORE 


Deuvering  Enterprise  Solutions 

Encore  Computer  Corporation 
6901  W.  Sunrise  Blvd. 
Ft.  Lauderdale,  Florida  33313-4499 
(800)  Q3 3-6267  U.S.  and  Canada 

(305)  587-2000  Worldwide 


"l„L 


Made 


Many  of  the  computers  crunch- 
ing numbers  and  making  their 
reputations  on  Wall  Street  are 
made  in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  computers, 
we've  been  upgrading  our  reputa- 
tion for  years.  Thanks 
to  companies  like 
Acer  Computer. 

The  AcerNote™ 
750c,  on  the  right,  lets 
you  hit  the  street  with  the 
most  advanced  color  LCD 
with  over  256  brilliant  colors. 
And  Acer  is  the  first  manufac- 
turer to  integrate  the  EasyTrac™ 
trackball  system  and  an  ergonomic 
palm  rest  to  reduce  wrist  strain. 


Acer  also  pioneered  the 

AceR  <♦ 

concept  of  the  persona" 


activity  center  with  the  AcerPAC™ 
It's  a  full-featured  486  multimedia 
computer  that  integrates  telephone, 
fax,  data  and  audio  CD  and  more. 
So  now  you  can  truly  manage 
your  business  from  your  desk. 

And  here's  what  the  February 
1993  issue  of  PC  World  magazine 
said  about  the  AcerPower  486e 


tvan 


DX2/50. . .  "It  has  the  combination 
of  performance,  price,  expand- 
ability and  design  to  deserve  first 
place  among  25  systems." 

But  Acer  is  only  one  of  manv 
examples  of  world-class  quality 
coming  from  Taiwan  today. 

Giant's  ATX*  770  mountain 
hike  was  named  1992  Bike  of  the 
Year  by  Mountain  Biking  maga- 
zine. And  ProKennex  was  the 
first  to  take  carbon  fiber  graphite 
from  rockets  and  put  it  into  tennis 
racquets  to  make  them  lighter, 
stronger  and  more  flexible. 

But  our  biggest  breakthrough  is 
making  this  cutting-edge  technol- 
ogy and  world-class  quality  surpris- 
ingly affordable.  So  if  you're  look- 
ing for  a  mountain  bike,  a  tennis 
racquet  or  a  notebook  computer, 
the  word  on  the  street  is  Taiwan. 

Fur  mure  information  about  Acer,  c.ill  I-80C-452-ACER 
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LENDERS  TO  THE  SMALL  FRY 


They're 
called 
microlenders,  and 
they  help  companies 
that  "probably 
wouldn  t  get  the  time 
of  day  in  a  bank" 

BY    PAM  BLACK 


(Jail  Miller,  a  Dumas  (Ark.)  potter,  had 
exhausted  the  bank  credit  on  her  six- 
year-old  business.  She  lust  a  ke\  em- 
ployee, ran  into  an  intractable  glaze 
problem,  and  just  couldn't  throw  enough 
pots  to  meet  demand  for  her  midpriced 
dinnerware.  Desperate,  she  turned  to 
Arkansas  Enterprise  Group  (  a 
nonprofit  affiliate  of  the  local  Elk  Horn 
Bank  &  Trust  ( '.o.  It  gave  her  a  $25,000 
Small  Business  Administration  loan — 
and  a  lot  more. 

KEG  sent  a  business-service  adminis- 
trator who  "came  here  and  sat  with  me 
in  the  mud  and  got  me  started  with  a 
systematic  record."  says  Miller.  AEG  sort- 
ed out  her  paperwork  and  advised  her 
to  buy  a  $1(>.000  machine  that  would 
cop\  her  work  exactly.  Not  a  bad  idea, 
considering  Miller  lost  $90,000  last  year 
m  unfilled  orders.  "I  can  hand-throw  500 
pieces  a  week."  Miller  says.  "This  ma- 
chine can  produce  1,500  to  2,000  pieces 
a  week."  Now,  she  looks  forward  to  a 
time  when  "it  will  make  me  so  profit- 
able. I  won't  know  how  to  act." 

Miller  joins  the  growing  ranks  of  the 
smallest  businesses  that  are  surviving, 
and  even  thriving,  thanks  to  a  nation- 


01  I  OF  THE  Mi  l):  MILLER'S 
POTTERY  GOT  A  LOAN— AND 
MUCH  FASTER  MACHINERY 

wide  system  of  grass-roots  nonprofit  mi- 
crolenders.  Amounting  to  only  a  handful 
five  years  ago,  microlenders  now  num- 
ber more  than  200.  Backed  by  founda- 
tions, governments,  banks,  ami  inves- 
tors, the\  are  meeting  a  strong  demand 
for  loans  of  less  than  $25.000 — a  niche 
too  small  for  most  banks.  Moreover,  mi- 
crolenders are  trying  to  bring  a  more 
comprehensive  approach  to  helping  the 
poor  become  self-sufficient. 

Most  microlenders  are  three  to  five 
\ears  old  and  have  previous  lending  and 
business  experience.  Many  target  wom- 
en and  minorities.  Accion,  a  Latin  Amer- 
ican microloan  program,  serves  mainly 
Hispanics  (page  98-E7).  The  Corpora- 
tion for  Enterprise  Development  (CED) 


in  Washington  operates  a  five-state  pr 
gram  in  self-employment  for  welfa 
recipients. 

Borrowers  are  mostly  home-based  so 
proprietors  in  retail  and  service  jobs 
varied  as  operating  a  diaper  sen  ice 
trimming  cow  hooves.  They  borrow 
little  as  $50  at  rates  of  8%  to  165 
"Based  on  their  job.  credit  history;  ar 
how  little  money  they  want."  says  si 
spokesman  Mike  Stamler,  "they  pro, 
abl\  wouldn't  get  the  time  of  day  in 
bank."  The  Small  Business  Adminisu 
tion  gave  microlending  a  boost  last  ye; 
with  a  five-year  project  to  lend  $75  m 
lion  to  micro  centers. 

kev  to  the  microloan  effort  is  provi 
ing  business  training.  "Technical  assi 
tance  is  as  important  to  most  progranj 
as  money,"  says  Joyce  Klein,  a  CED  pr 
gram  director.  1  [elp  can  mean  writing 
business  plan,  computerizing  the  boot 


1                     HOW  TO  FIND  A  MICROENTERPRISE  CENTER 

ASPEN  INSTITUTE:  StlF  IMPIOYMENT 

ASSOCIATION  EOR 

CORPORATION  EOR 

SMAll  BUSINESS 

[EARNING  PROJECT 

ENTERPRISE  OPPORTUNITY 

ENTERPRISE  DEVEIOPMENT 

ADMINISTRATION 

202  736—5800 

312  357 — 0177 

202  408-9788 

80  0  8  27-S722 

Studies  microenterprise  as  a 

National  umbrella  organiza- 

Researches self-employment 

Is  lending  $75  million  to 

way  to  alleviate  poverty  and 

tion  and  advocate  for  local 

efforts.  Helps  administer 

micro  loan  centers  through 

create  jobs 

microenterprise  centers. 

some  programs. 

out  the  U.S. 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive. 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems. 

1-800-662-5328       Ext.  420 
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SMALL 


POWERFUL 


inding  a  finer  grade  of  clay.  Many 
ters  also  have  incubators — low-rent 
:e  space  with  access  to  copiers,  sup- 
s,  and  a  receptionist. 
>me  microfunds  use  a  practice  start- 
n  India  called  peer-group  lending, 
king  Capital,  in  Cambridge,  Mass., 
»lves  500  New  England  concerns  in 
11  groups  to  design  and  approve  each 
;rs'  loan  requests.  Repayment  is  cru- 
"If  anyone  falls  behind,"  says  its 
ctor,  Jeffrey  Ashe,  "credit  for  every- 
is  frozen  until  the  group  solves  the 
)lem."  It's  effective:  Working  Capital 
a  98%  repayment  rate.  Peer  groups 
offer  support,  advice,  and  contacts, 
has  been  excellent,"  says  Nelson 
su,  a  Senegalese  who  lives  in  New 
ford,  Mass.  "We  all  share  each  oth- 
experience,  and  the  networking  has 
>ed."  Abreu  got  $500  to  print  bro- 
res  for  his  temp-service  startup, 
icrofunds  are  having  mixed  success, 
'.ost  none  is  self-sustaining,  mainly 
iuse  technical  assistance  is  expen- 
.  A  study  done  for  the  Charles  Stew- 
vlott  Foundation  of  28  microfunds 
icks  reveals  that  15%  to  20%  of  the 
tanding  dollar  amount  was  late,  and 
fo  was  written  off  last  year.  (Com- 
cial  banks,  by  comparison,  have  a 
■ge-off  rate  of  1%  to  2%.)  Mean- 
K  the  $8,134,802  that  was  lent  out 
need  2,143  businesses  and  created 
3  new  nonowner  jobs, 
icrofunds  face  many  challenges 
id.  One  is  fighting  income  limits  for 
e  on  welfare  and  unemployment,  so 
'  don't  lose  benefits  before  they  can 
X)rt  themselves  off  their  business- 
\lso,  efforts  to  involve  banks  have 
:ed  little  ground,  with  notable  ex- 
:ions  such  as  Chicago's  Shorebank 
p.,  which  has  pioneered  community 
;lopment  efforts  in  Chicago's  South 
s  and  in  Arkansas. 

tamping  big-loan  business  led  New 
;land  banks  into  micros.  And  others 
California  have  made  micros  pay  by 
amlining  the  loan  application  pro- 
and  by  offering  ancillary  services, 
itrepreneurs  have  other  banking 
ds  that  we're  hopefully  taking  care 
>  well,"  says  Mike  Mantel,  president 
ank  of  America  Community  Devel- 
lent  Bank.  "Small  businesses,"  he 
9,  "become  big  businesses." 
o  one  knows  this  better  than  small 
munity  banks,  such  as  BancOne  in 
rmbus,  Ohio,  where  microloans  are  a 
nstay.  "We'll  work  hard  to  make  a 
000  loan,"  says  spokesperson  John 
sell.  After  all,  he  says,  BancOne  lent 
ilie  H.  Wexner  $10,000  to  start  The 
lited  Inc.  □ 


The  price  of  a  dream :  $  2  0  0 


It  takes  courage  to  walk  away  from 
a  prestigious  high-finance  job  that 
pays  millions  of  dollars  a  year.  But  last 
June,  Michael  Chu  did  just  that  He  re- 
signed as  an  executive  of  leveraged 
buyout  specialist  Kohlberg  Kravis  Rob- 
erts &  Co.  to  work  for  a  nonprofit  or- 
ganization called  Accion  International,  a 
leading  practitioner  of  microlending  to 
the  working  poor. 

Not  many  people  would  take  such  a 
plunge.  But  for  the  45-year-old  Chu, 
his  new  job  is  a  once-in-a-lifetime  op- 


FOR  CHU,  ACCION  WAS  A  ONCE- 
IN-A-LIFETIME  OPPORTUNITY 

portunity.  "Accion  is  on  the  verge  of 
making  a  quantum  leap"  into  big-time 
lending  to  small  enterprises,  he  says. 
Funded  mainly  by  private  donations 
and  government  foreign  aid,  Accion 
made  loans  of  $  I  13  million  last  year, 
up  from  $55  million  the  year  before, 
nearly  all  in  Latin  America.  Its  goal  is 
to  lend  $832  million  over  the  next 
three  years,  which  Chu  thinks  he  can 
achieve  by  tapping  into  mainstream  fi- 
nancial markets. 

Accion  aims  for  a  niche  that  the 
mainstream  institutions  prefer  to 
avoid:  poor,  undercapitalized  street 
vendors  and  other  independent  mer- 


chants. For  commercial  banks,  the  em- 
ployee and  paperwork  costs  of  making 
small  loans  are  too  high,  and  too  many 
people  don't  pay  the  loans  back,  says 
Constantin  R.  Boden,  head  of  interna- 
tional lending  at  Bank  of  Boston  Corp., 
one  of  the  largest  U.  S.  banks  operat- 
ing in  Latin  America. 

But  Accion,  which  has  been  micro- 
lending  since  1973,  has  an  excellent 
track  record.  The  Cambridge  (Mass.) 
organization  has  more  than  2,000  field 
officers  in  14  countries.  Accion  made 
loans  to  147,000 
individuals  last 
year — averaging 
$200  apiece.  Even 
though  its  custom- 
ers are  impover- 
ished, Accion 
charges  them  mar- 
ket interest  rates. 
And  largely  be- 
cause of  the  per- 
sonal relationships 
Accion  employees 
develop  with  cus- 
tomers, it  claims  to 
have  had  a  default 
rate  of  just  1 .2% 
last  year — as  low 
as  the  best  U.  S. 
banks.  Experts  say 
Accion  stands 
above  its  peers  in 
the  field.  "It's  at  the  cutting  edge,"  says 
Margaret  Clark,  director  of  the  Aspen 
Institute's  Self-Employment  Learning 
Project 

Chu  wants  to  do  more  of  what  Ac- 
cion does  best  by  pushing  it  into  the 
realm  of  high  finance.  He's  considering 
packaging  Accion  receivables  as  a  se- 
curity and  selling  them  to  institutional 
investors.  In  effect  he  would  try  to 
create  a  secondary  market  for  Ac- 
cion's  loans.  He  may  also  invest  Accion 
funds  in  derivatives  to  hedge  against 
currency  swings.  Such  sophisticated 
techniques  may  be  just  what  Accion 
needs  to  expand  its  brand  of  grass- 
roots lending. 

By  Geoffrey  Smith  in  Boston 


BUSINESS  WEEK/ENTERPRISE  1993  98G 


SMALL 


EE 


POWERFUL 


FINANCE 


A  FRIENDLY  PLACE 
CALLED  WALL  STREET 


The  blazing 
IPO  market 
of  the  past  year  or 
so  has  been  a 
godsend  for  small 
companies 

B  1    LEAH    NATHANS    S  P I R  O 

Six  years  ago,  a  small  company  called 
PETsMART  Inc.  sec  out  to  become  the 
Wal-Mart  of  the  pet-supply  world.  The 
idea:  build  huge  warehouse-style  stores, 
stack  them  to  the  ceiling  w  ith  thousands 
of  varieties  of  pet  foods  and  pet  toys, 
and  offer  animal-loving  consumers  rock- 
bottom  prices.  The  problem  was,  w  here 
to  get  the  money  to  grow  beyond  the 
company's  two  outlets  in  Phoenix.  Since 
its  founding  in  August, 
1986,  when  the  mar- 
ket for  initial  public- 
offerings  was  in  the 
doldrums.  PETsM  \K  I 
attracted  more  than 
$50  million  in  venture 
capital.  But  like  a 
Great  Dane  pup,  PET- 
sMARI  kept  grow- 
ing— and  had  a  huge 
appetite.  By  last  July, 
the  chain  had  expand- 
ed to  11  superstores  in 
13  states.  That's  w  hen 
the  company  w  as  fi- 
nally able  to  go  public 
w  ith  a  $150  million  in- 
itial offering.  "For  us, 
it  means  that  we  arc- 
now  well-capitali/ed  to 
grow  our  business," 
says  C.  Donald  Dor- 
sex,  PETsM ART's  chief 
financial  officer. 

The  road  from  ven- 


ture capital-backed  startup  to  public 
company  has  never  been  an  easy  one. 
Bur  the  hot  IPO  market  of  the  past  year 
or  so  has  been  a  godsend  for  small  pri- 
vate  companies  that  rely  on  venture-cap- 
ital funds.  That's  because  venture  capi- 
talists have  a  much  better  chance  of 
recouping  their  investments  once  the 
companies  they  bankroll  go  public.  Ac- 
cording to  Venture  Capital  Journal,  some 
70  venture-backed  companies  raised 
nearly  $2  billion  in  the  first  half  of  1993, 
compared  with  157  companies  that 
raised  $4.58  billion  in  all  of  1992.  In  Sep- 
tember, the  pace  stayed  strong  w  ith  12 
venture-back  companies  going  public. 

Venture-backed  IPOs  are  one  of  the 
most  lucrative  businesses  on  Wall  Street. 
These  deals  were  only  11%  of  the  $40 
billion  IPO  market  in  1992,  which  in- 
cludes leveraged  buyouts  that  reemerge 
as  public  companies,  as  well  as  spin-offs. 
Most  venture-backed  deals  are  less  than 
$100  million,  w  hich  means  they  earn  a 
far  smaller  fee  than  larger  deals.  But  on 


such  relatively  small  deals,  the  invel-{> 
ment  banks  take  a  larger  slice  of  the  |L 
The  bulk  of  venture  eapital-backltti 
IPOs,  which  range  from  $15  million™ 
$100  million,  earn  their  underwriters; 
17c  fee.  IPOs  of  nonventure-backft 
companies  are  in  the  5%  to  6%  rangB 

Not  all  firms  are  interested  in  tB 
kind  of  business.  In  fact,  the  lead's 
aren't  even  on  Wall  Street.  Alex.  BroB 
&  Sons,  Hambrecht  ck  Quist,  Montgok 
ery  Securities,  and  Robertson,  Steph® 
are  based  outside  New  York.  But  ora 
a  deal  reaches  about  $30  million,  sill 
heavyweights  as  Morgan  Stanley  as 
( ioldman  Sachs  dominate  the  field. 

Venture  capital  funds  are  also  hitt;> 
home  runs.  Take  Cyrix  Corp.,  a  Richa:- 
son  (Tex.)  maker  of  Intel  Corp.-coi- 
patible  microprocessors.  In  1988,  thfl 
venture  capital  firms  invested  at  4C% 
share;  the  stock  went  public  in  July t 
$16,  and  it  has  since  soared  to  $40.  I 

So  far,  there's  no  slowdown  in  sighti 
the  hyperactive  IPO  market.  Last  sua 
mer  saw  a  record  70  IPOs  a  month,  aji 
the  pipeline  is  full  for  the  fall.  With  Is 
of  cash  pouring  into  the  stock  mark 
and  IPOs  racking  up  bigger  gains  tip 
the  major  indices,  the  appetite  for  IFp 
should  remain  strong.  So  small  comf 
nies — and  their  underwriters — will  a 
busy  taking  advantage  of  this  opporH 
nitv  while  thev  have  the  chance.  S 


PETSMART  CUSTOMERS: 
THE  CHAIN'S  APPETITE  F0 
CAPITAL  KEPT  GROWING 


TOP  UNDERWRITERS  OF 
VENTURE-BACKED  IPOS 

DOLLAR  NUMBER 
VOLUME"     Of  FEES 
(MILLIONS)  ISSUES  (MILLIONS) 


MORGAN  STANLEY  $517  6 

MONTGOMERY  SECURITIES  325  10 

BEAR  STEARNS  260  4 

GOLDMAN  SACHS  201  4 

HAMBRECHT  &  QUIST  180  7 

ALEX.  BROWN  &  SONS  138  6 

MERRILL  LYNCH  132  2 

LEHMAN  BROTHERS  122  6 

ROBERTSON  STEPHENS  104  4 

DONALDSON  LUFKIN  & 

JENRETTE  104  I 


$31 
23 
18 
14 
13 
10 
9 


•AMOUNT  RAISED  BY  INITIAL  PUBLIC  OFFERINGS  ISSUED 
BY  VENTURE  CAPITAL-BACKED  COMPANIES  FROM  JAN  I, 
1993.  TO  AUG.  26.  1993 

DATA:  SECURITIES  DATA  CO. 
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To  Hear  The  News  Faster,  You'd  Have  To  Be  There. 


Imagine  traveling  from  London  to  Moscow  to  Tokyo,  all  in  the  time  it  takes  to  touch  a  button, 
h  Sony's  World  Band  Receiver  "  radio,  the  preprogrammed  Station  Name  Tuning  lets  you  change  stations 
as  easily  as  time  zones.  For  more  information,  call  1-800-548- SONY.  And  get  your 
current  events  while  they're  still  current.  "^^XjJk^ 


Dr  your  complete  personal  guide  to  all  Sony  consumer  electronics,  we're  introducing  Sony  Style  magazine.  To  receive 
)ur  copy  for  $4.95,  plus  $1.50  for  shipping  and  handling,  call  the  number  above.  Visa  and  MC.  Offer  expires  4/94. 


©  1993  Sony  Electronics  Inc  Reproduction  in  whole  or  in  part  without  written  permission  is  prohibited 
All  rights  reserved.  Sony,  Sony  Style,  World  Band  Receiver  and  World  Band  Receiver  logo  are  trademarks  of  Sony 


THE    1964j    FORD    MUSTANG    WITH    THE    19  9  4    FORD  MUSTANG 


vVhat  it 

AKES  TO  TURN  AN 

MERICAN  DREAM 

REALITY. 


ITO 


Y  Americans  have  dreamed  of  owning  a  sports  car,  vet  up  until  1964,  when  the  Mustang 
ntroduced,  sports  cars  were  out  of  the  reach  of  most  people.  G^>  It  took  INGENUITY 
ake  that  dream  a  reality.  And  over  the  years  ingenuity  and  quality  have  become 
Motor  Company  hallmarks .  c^s  Ford  has  always  played  a  LEADING  ROLE  in 
ica's  love  affair  with  the  car,  developing  model  after  model  of  Fords,  Lincolns  and 
urys  that  have  not  only  captured  the  hearts  oj  people  everywhere,  but  contin- 
■  reshaped  automotive  thinking.  o*^>  From  its  beginning,  in  1903,  right  up  to 
/,   Ford  Motor  Company  has  found  more  ways  to  say  QUALITY  than  anyone  else. 


I  r  r  u  i   k  s         V^m^rAS^^vJ^K)         Lincoln  Mercury 


UALITY    IS    JOB  1 


They're  different 
from  you  and 
me — or  are  they? 
A  group  portrait 
of  entrepreneurs 
reveals  many 
different  types, 
with  several 
important  traits 


in  common 


104  OVERVIEW 
JUST  WHAT  IS 
AN  ENTREPRENEUR! 

//  seems  to  be  in  the  blood,  the  inclination  to  run  with  a 
dream.  The  other  essentials:  A  pronounced  love  of  risk 
and  a  high  tolerance  for  ambiguity 

I  17  PORTRAIT  GALLERY 
THE  PEOPLE  WHO 
MAKE  A  DIFFERENCE 

Talk  about  movers  and  shakers:  The  subjects  of  these  10 
profiles  have  been  not  only  successful  but  seismic.  Some 
have  changed  industries — some  want  to  change  the  world 

1 3 1  STATISTICAL  PROFILE 

LESSONS  FROM  THE 

HOT  GROWTH  COMPANIES 

Through  questionnaires  and  interviews,  69  CEOs  tell  us 
about  themselves — what  they  're  like,  how  they  got  started  in 
business,  and  what  makes  them  tick 

1 39  EDUCATION 
CAN  YOU  TEACH 
ENTREPRENEURSHIPt 

Business  schools  sure  think  so,  and  students  seem  to 
agree,  since  they  're  flocking  to  take  more  courses  in 
how  to  start  and  run  a  business 

MARK  EMMER  FOUNDED  CATSPAW 
SO  HE  COULD  LIVE  WHERE  HE 
WANTS:  IN  SCENIC  SALIDA,  COLO. 
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ENTREPRENEURS 


OVERVIEW 


JUST  WHAT  IS 

AN  ENTREPRENEUR! 


It  seems  to 
be  in  the 
blood,  that  quality  to 
run  with  a  dream. 
Also  essential:  A 
love  of  risk  and  a 
high  tolerance 
for  ambiguity 

BY    MICHAEL  ONEAL 

Imagine  this: 

You're  a  bright  young  CPA  from  Cleve- 
land who  has  decided  that  the  world  of 
Big  Eight  accounting  is  simply  too  rigid 
to  be  tolerated.  You  have  a  good  friend 
who  sells  business  forms  for  a  living,  and 
before  long,  you're  noticing  the  large 
number  of  invoices,  routing  slips,  and 
other  custom  forms  your  clients  use  reg- 
ularly. One  day,  a  light  bulb  goes  on: 
Your  mind  transforms  the  prosaic  into  a 
thing  of  lucrative  beauty7.  Business  forms, 
you  decide,  hold  the  key  to  your  wealth 
and  happiness. 

So,  you  hang  a  shingle,  buy  an  an- 
swering machine,  and  start  pounding  the 
pavement  as  an  independent  business- 
form  rep.  You  convince  General  Elec- 
tric Co.  you're  for  real  and  get  your  first 
big  order.  Soon,  other  orders  are  flow- 
ing in,  and  the  business  is  booming  at 
40%  gross  margins.  But  you're  more  am- 
bitious than  that.  You  want  to  run  a  busi- 
ness, not  just  sell  business  forms. 

Another  idea  strikes  you,  this  one 
more  gutsy:  Why  not  sell  business-form 
franchises  and  expand  nationwide?  Fran- 
chise fees  could  provide  expansion  cap- 
ital, and  more  outlets  would  mean  vol- 


ume discounts  from  manufacturers.  You 
do  the  homework,  set  it  up,  and  before 
long,  you've  got  15  outlets  with  annual 
sales  of  $5  million. 

Then,  disaster  strikes.  Out  of  the  blue, 
your  bank  gets  panicky  because  you're 
financing  your  franchisees'  receivables. 
The  asset  belongs  to  the  franchise,  they 
say,  and  can't  legally  collateralize  your 
$500,000  line  of  credit.  You  figure  there 
must  be  a  solution,  but  one  day,  the 
bankers  call  the  loan 
and  turn  ugly.  "You 
know,"  one  of  them 
says,  "when  we  fore- 
close on  a  company,  we 
padlock  the  doors  and 
put  Doberman  pin- 
schers  inside  so  the 
owner  can't  even  come 
in  through  the  window." 

Nice.  Gregory  P. 
Muzzillo,  the  founder 
and  chairman  of  ProFor- 
ma  Inc.,  lived  through 
this  nightmare.  For  six 
months  afterward,  his 
days  were  a  constant  re- 
minder that  he  might 
lose  it  all.  It  wasn't  him- 
self he  was  worried 
about  so  much  as  the 
people  who  had  come 
to  count  on  him.  "It  was 
very  frightening,"  he 
says,  "because  other 
people's  lives  were 
depending  on  my 
decisions." 

Muzzillo  found  an- 
other bank.  And  ProFor- 
ma  is  now  a  thriving 
chain  with  102  outlets 
and  $30  million  in  sales. 
Soon,  he  will  enter  a 
joint  venture  with  Fred 
DeLuca,  the  founder 
of  Subway  Sandwiches. 


That  means  more  capital  and  more  e>  j 
pansion.  And  it  means  that  Greg  Muzzi 
lo,  after  investing  just  $250  to  start,  J 
on  his  way  to  becoming  a  very  wealth 
man. 

Management  guru  Peter  F.  Druckt 
has  a  theory  about  entrepreneurs.  Hi 
notion  is  that  anybody  from  any  orgar 
ization  can  learn  how  to  be  one.  There 
nothing  mysterious  about  it,  he  write 
in  his  book  Innovation  and  Entrepieneu, 
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Those  two  things 
"purposeful  tasks 
:an  be  organized — 
|n  need  of  being 
lized."  They  are, 
'rites,  "systematic 


ucker  introduces 
ook,  however,  with 

disclaimer:  He 
t  be  discussing 
:hology  and  charac- 
aits."  It's  an  impor- 
point.  While  he's 
ibly  right  that  the  nuts  and  bolts 
trepreneurship  can  be  studied  and 
ed,  the  soul  of  an  entrepreneur  is 
thing  else  altogether.  "An  entre- 
;ur  can  be  a  professional  manager, 
i  professional  manager  can  be  an 
preneur,"  says  Gerald  R.  Blackie, 
ler  of  Platinum  Software  Corp.,  a 
rowing  maker  of  financial-manage- 

programs.  "But  not  every  manag- 
i  be  an  entrepreneur." 
>ple  who  successfully  innovate  and 
businesses  come  in  all  shapes  and 
But  they  do  have  a  few  things  oth- 


Try  to  find  an 
entrepreneur  whose 

ego  isn't 
wrapped  up  in  the 
enterprise 


ers  do  not.  In  the  deep- 
est sense,  they  are  will- 
ing to  accept  risk  for 
what  they  believe  in. 
They  have  the  ability  to 
cope  with  a  professional 
life  riddled  by  ambigu- 
ity— a  consistent  lack  of 
clarity.  Most  have  a 
drive  to  put  their  im- 
print on  whatever  they 
are  creating.  And  while 
unbridled  ego  can  be  a 
destructive  thing,  try  to 
find  an  entrepreneur  whose  ego  isn't 
wrapped  up  in  the  enterprise. 

Drucker  is  right  that  the  task  of  en- 
trepreneurship  has  to  be  organized.  The 
discipline  involved  in  managing  growth 
and  innovation  is  crucial  for  success. 
Some  people  have  that  skill  innately, 
but  most  need  to  learn  it.  And  in  an  era 
when  entrepreneurs — from  Bill  Gates 
to  Sam  Walton — have  become  Ameri- 
ca's heroes,  business  schools  from  coast 
to  coast  have  developed  programs  to 
teach  the  ins  and  outs  of  entrepreneuri- 
al finance  and  management  (page  139). 


Business  experience  from  a  corporate 
job  is  invaluable,  too.  Ely  Callaway, 
chairman  of  Callaway  Golf  Co.,  spent 
17  years  at  Burlington  Industries  Inc. 
before  he  was  snubbed  for  the  CEO's 
job  and  stepped  out  on  his  own.  He  ran 
a  winery  before  launching  Callaway 
Golf,  where  he  hit  it  big  by  developing 
the  Big  Bertha  driver.  For  all  his  success 
as  an  entrepreneur,  Callaway  still  credits 
Burlington  for  honing  his  business  in- 
stincts. His  attitude:  "I'd  rather  learn 
how  to  ride  a  bike  on  somebody  else's 
bicycle  than  on  my  own." 

But  learning  those  skills  is  about  lim- 
iting risk,  not  creating  the  desire  to  take 
the  risk.  "You  can  teach  people  who 
want  to  be  entrepreneurs  that  they  can 
think  rationally  about  that  career,"  says 
Irving  H.  Grousbeck,  a  Stanford  Uni- 
versity business  school  professor  who 
spent  17  years  running  a  startup  called 
Continental  Cablevision  Inc.  But  "can 
I  teach  people  to  be  creative  and  driv- 
en?" he  asks.  "I'm  not  interested  in 
that."  William  I).  Bygrave,  who  runs  the 
Center  for  Entrepreneurial  Studies  at 
Babson  College,  agrees.  While  he  thinks 
his  students  are  plenty  entre- 
preneurial, he  also  believes  it's 
a  self-limiting  population. 
Those  who  aren't  cut  out  for 
it  don't  tend  to  show  up. 

The  fact  is,  entrepreneurs 
have  what  author  Tom  Wolfe 
called  The  Right  Stuff.  And  that 
doesn't  mean  the  macho  per- 
sona of  Chuck  Yeager,  Wolfe's 
protagonist.  It's  another  qual- 
ity Yeager  has  that,  in  some 
measure,  is  common  to  most 
successful  entrepreneurs.  Yea- 
ger's  years  of  experience  in 
the  cockpit  and  his  uncanny 
talent  for  flying  airplanes 
made  his  perception  of  risk 
different  from  other  people's 
when  it  came  to  testing  new 
designs.  He  was  willing  to  in- 
novate because  he  knew  he 
knew  how. 

Eook  at  Scott  Schmidt,  the 
"entrepreneur"  who  popular- 
ized what  has  become  known 
as  extreme  skiing.  Schmidt 
jumps  from  60-foot  cliffs  for  a 
living.  Ski-equipment  compa- 
nies sponsor  him,  and  people 
make  videos  of  his  jumps. 
From  the  chairlift,  he  appears 
a  reckless  maniac.  But  for  eve- 
ry jump,  he  has  carefully 
charted  the  takeoff  point  and 
landing.  And  after  he  leaps, 
he  trusts  that  his  extraordinary 
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The  HP  4L  isn't  bad,  b 


ALL  COMPANT  AND/OR  PRODUCT  NAMES  ARE  TRADEMARKS  AND/OR  REGISTERED  TRADEMARKS  OF  THEIR  RESPECTIVE  MANUFACTURERS.  INCLUDING  HP  AND  PCL  5  WHICH  IS  REGISTERED  11  HEWLETT  PACKARD  CO  EPSON  DISCLAIMS  ANY  AND  ALL  RIGHTS  IN  THOSE  MARKS  EPSO 


no  ActionLaser  1500. 


mmj9S 


Epson's  RITech 
(Resolution  Improvement 
Technology)  increases 
the  ActionLaser's  normal 
300  dpi  print  quality  to 
eliminate  lagged  edges 
witlioui  RITech      right  where  you  need  it: 
in  the  curved  lines  of  letters,  numbers  and 
images.  And  Epson's  MicroArt  printing 
technology  gives  you  deep,  dark  blacks 
and  incredibly  fine  lines. 


The  ActionLaser 
ISOO's  top  speed  is 
sixppm.  That's 
seriously  fast, 
fifty  percent 
faster  than 
theHP4L. 


The  ActionLaser  1500  comes 
tandard  with  parallel  and 
enai  interfaces  that  allow 
wo  users  to  share  a  single 
rrinter.  Add  another  interface 
ind  a  third  user  can  share  the 
ame  printer.  The  ActionLaser 
500  can  connect  to  every 
hingfrom 
>Cs  to  IBM 
nini  and 
namframe  com 
mters.  The  HP  4L 
•ne  interface. 


PCL  5  emulation  is  standard. 
The  extra  power  of  Adobe 
PostScript  is  a  simple  plug- m 
option.  With  HP,  you  have  to 
buy  another  printer  to  get  PostScript. 


27  fonts  (13  scalable)  are  standard. 
Should  vou  expand  your 
typographical  horizons, 
unlimited  fonts  are  easy  to 
install  via  HP-compatible 
plug-in  cartridges,  available 
anywhere.  The  HP  4L  doesn't 
accept  HP's  cartridges. 


The  Epson 
ActionLaser  1500 


The  ActionLaser  has  150  sheet  paper 
capacity  (letter  or  legal),  and  handles 
stacks  of  labels,  envelopes 
and  overheads  with 
ease.  And 
there's  an 
optional 
250  sheet 

auto-feed 
cassette,  for  a  total 
of 400  sheets.  The  HP  4L 

holds  100  sheets.  Envelopes,  labels 
and  overheads  are  manually 
fed,  one  at  a  tunc. 


If  vou  have  a  DOS  machine, 
but  decide  to  get  a  Macintosh, 
do  vou  need  a  new  printer? 
Not  with  an  ActionLaser 
1500.  Just  add  our 
EpsonTalk  interface 
and  your  Mac  plugs 
tight  in. 


It's  easy  to  add  more  memory, 
lust  pop  in  inexpensive,  industry 
standard  DRAM  chips, 
for  a  maximum  of 
5  MB.  The  HP  4L 
only  goes  up  to 
2MB. 


PC  Computing  Best  Buy.  (June  1993.) 
The  word  is  getting  around.  The 
Epson  ActionLaser  1500  is  the  best 
choice  in  personal  lasers. 


The  ActionLaser  1500  comes  with  Epson's 
limited  two  year  warranty.  HP  offers 
one  year.  For  help,  call  the  Epson 
Connection.  Quite  possibly  the  best  help 
line  in  the  business.  And  it's  free. 


■IE    E  P  S  O  f 


Don't  buy  a  laser  with  a  limited  future.  Buy  one  that  is  able  to  expand  for  the  future, 
tompare,  and  you'll  see  why  the  speedy,  inexpensive  ActionLaser  1 1500  is  the  one  laser  worth 
wning.  For  information  on  the  Epson  ActionLaser  1500,  our  ink  jet  and  dot  matrix  printers, 
r  scanners,  call  the  Epson  Connection"1  at  1-800 -BUY- EPSON  (800-289-3776). 


EPSON 


SON  CORP  01993  EPSON  AMERICA.  INC  ,  20770  MADRONA  AVE  ,  TORRANCE,  CA  90SO3  FOR  DEALER  REFERRAL  OR  WARRANTY  DETAILS.  CALL  800-BUY- EPSON  1 800-289-3776 1  IN  CANADA,  CALL  (800IGO-EPSON  FOR  LATIN  AMERICA,  305-265-0092 


ENTREPRENEURS 


talent  will  help  him  eope  with  what 
comes  his  way  as  he  tails.  His  pioneering 
work  has  broken  the  path  for  an  "indus- 
try" of  extreme  skiers — some  of  whom 
have  been  more  reekless  and  died. 
Schmidt  doesn't  consider  himself  reck- 
less I  le  considers  himself  a  damn  good 
skier. 

But  comparing  entrepreneurs  to  test 
pilots  and  cliff  skiers  runs  the  danger  of 
buying  into  the  popular  image  of  entre- 
preneurs as  daredevils.  Most  of  them 
aren't.  "You  don't  have  to  be  a  circus 
barker,"  says  Grousbeck.  "You  don't 
have  to  be  impulsive  or  flamboyant." 
You  just  have  to  have  an  idea — and  a 
need  to  see  your  idea  come  out  your 
way.  Independence  matters  most  to  an 
entrepreneur  (chart).  The  confidence 
that  flows  from  ownership  of  the  idea 
creates  the  drive  to  endure  the  often 
dire  consequences  of  that  independence. 

Consider  the  case  of  Scott  D.  Cook, 
the  40-year-old  founder  of  a  hot,  $100 
million  PC  software  company  called  In- 
tuit Inc.  Cook  is  no  daredevil.  "I'm  actu- 
ally pretty  conservative  by  nature,"  he 
says.  He  was  no  babe  in 
the  woods,  either,  when 
he  launched  Intuit. 

Cook  had  grown  up 
the  son  of  an  entrepren- 
eur. His  father  made  in- 
dustrial fire  extinguish- 
ers, and  Scott  recalls 
childhood  weekends 
spent  in  the  parage 
screw  ing  metal  pipes  to- 
gether ("  They  told  me 
they  w  ere  for  missiles," 
he  says).  Before  setting 
out  on  his  own,  he 
spent  three  years  at 
Procter  &  Gamble  Co. 
working  on  the  ( Frisco 
brand  and  another  three 
years  as  a  consultant  at 
Bain  &  Co.  Neither 
really  suited  him.  He 
liked  the  work,  but  not 
the  politics. 

His  epiphany  came 
one  night  in  1982  when 
his  w  ife,  Signev  Ostby, 
began  complaining  about  the  software- 
program  she  was  using  to  pay  bills.  Had 
she  known  what  she  was  getting  herself 
into,  she  would  have  kept  quiet.  Cook 
and  Signey's  sister  began  to  study  the 
market  and  discovered  a  lot  of  people 
hated  their  financial-planning  software. 
The  available  programs  were  too  com- 
plicated. They  had  too  many  features 
customers  didn't  need. 

As  far  as  Cook  could  tell,  financial- 


planning  software  w  as  a 
consumer  business.  The 
problem  was,  it  was  run 
by  teehnoids.  "The 
guys  out  there  didn't 
survey  the  market,"  he 
savs.  "It  was  classic 
P&G:  Everybody  does  it, 
and  everybody  has  a 
problem."  For  Cook, 
that  was  rationale 
enough.  As  long  as  he 
could  develop  a  better 
product,  the  risk  looked 
like  one  worth  taking.  So  he  turned  to 
Tom  Proulx,  a  Stanford  computer  whiz. 
Then  a  senior,  Proulx  banged  out  a  pro- 
totype called  Quicken.  After  testing  it 
successfully  on  accounting  neophytes, 
Cook  started  calling  venture  capitalists 
in  late  1983. 

He  figured  credibility  would  be  a 
problem.  He  was,  after  all,  a  former  Cris- 
co  salesman  teamed  with  a  college  stu- 
dent. What  bothered  the  venture  capi- 
talists, though,  was  Quicken  itself:  Many 
lamented  its  dearth  of  features  next  to 


"You  don't  have 
to  be  a  circus  barher. 
You  don't  have  to  be 
impulsive  or 
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| TO  USE  MY  SKILLS/ABILITY 

GAIN  CONTROL  OVER  MY  LIFE  1 
BUILD  FOR  THE  FAMILY 
THE  CHALLENGE 


WHY  DO 
ENTREPRENEURS 
TAKE  THE  PLUNGE! 

Arnold  C.  Cooper,  a 
Purdue  University 
management  professor, 
spent  three  years  from 
1985  to  1987  studying 
new  business  in  America 
for  the  National 
Federation  of 
Independent  Business. 
He  drew  the  following 
results  from  a  survey 
that  asked  2,995  people 
why  they  had  decided  to 
go  into  business  for 
themselves: 
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gain  respect/recognition 
earn  lots  of  money 
^^JthStPectations 
best  alternative  available 


PERCENT  RESPONDING 
"VERY  IMPORTANT" 


such  programs  as  Home  Accountant  and 
Dollars  &  Sense.  Simplicity  Cook  ar- 
gued, was  what  the  customer  wanted. 
The  prevailing  wisdom  in  computerdom 
was  that  complexity  was  good.  Cook's 
consumerism  was  too  foreign  a  concept. 

Cook  and  Proulx  plunged  ahead  any- 
way. They  worked  without  salaries  and 
rounded  up  two  small  investors.  Cook 
added  his  savings,  his  Bain  profit  shar- 
ing, his  credit  cards,  and  two  loans  from 


his  parents  to  creatalj 
$400,000  pot  of  initjj 
capital.  They  knew  thf  >r 
would  need  more  I 
market  Quicken  pro  ji 
erly,  but  they  figur  I 
time  was  of  the  essem  Jl 
By  1985,  however,  tr;(i 
money  was  gone.  TBj 
last  bit  was  spent  or  A 
fruitless  ad  in  PC  maj  | 
zine.  April  30  broug:  A 
the  blackest  moment  !(J 
Cook's  career:  He  h.  b 
to  tell  his  six  other  employees  :  t 
couldn't  pay  them.  The  rest  of  the  y<  fl 
was  utter  hell.  "I  was  stuck,"  Cook  sa  i 
"I  knew  if  I  went  bankrupt,  I'd  be  p;  t, 
ing  off  the  debts  for  the  rest  of  my  li  i 
If  someone  had  walked  in  and  said, '..  i 
buy  it,'  I'd  have  said,  'Here's  the  keys '  i 
As  for  his  personal  life,  "My  w:l 
thought  that  I  had  gotten  us  into  a  tjfl 
hole.  I  still  had  faith  I  had  the  rigiM 
product,  but  the  thought  of  losing;. a 
all  was  driving  her  to  distractic.d 
Our  marriage  came  within  inches  ■ 

 t  blowing  up." 

Cook  found  a  solution 
in  late   1985.  He  hi 
been  trying  to  convinH 
a  number  of  banks  fl 
buy  Quicken  and  resell  ^ 
to  their  customers.  Fin-  w 
ly  they  came  throus.il 
Direct  mail  sales  follow  H 
and  eventually  retail  c-  1 
tribution.  By  this  Mar<L 
Cook  and  Proulx  toola 
booming  Intuit  publ. 
That  was  a  thrill,  buit 
has  left  Cook  with  no  M 
lusions  about  entrep-  : 
neurship.  He's  not  evjjji 
sure  how  he  got  throut  ; 
1985.  "I  just  thoughit 
would  be  a  lot  easier  th  : 
that,"  he  says.  "The  thl 
is  there  as  long  as  ill 
paycheck  is  there.  Bu  f  . 
it's  not,  the  thrill  g(>  if 
away  real  quick." 

Platinum  Softwars 
Gerald  Blackie  knos 
what  Cook  has  been  through.  He  s:W 
entrepreneurs  get  by  with  an  innare  al- 
ity  to  compartmentalize  their  fears  aji 
doubts.  Platinum,  which  has  been  grcj- 
ing  briskly,  is  a  $39  million  make™ 
software  to  help  companies  manage'-: 
nances.  But  it  almost  derailed  in  lW? 
when  a  distribution  deal  with  IlW* 
soured  miserably.  Facing  the  threatjf 
bankruptcy  "is  the  worst  nightmare  vie 
can  have,"  Blackie  savs.  "But  vou  hi 
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en  you  were  a  kid  you  made  yourself  a  promise. 


Maybe  this  is  the  year  you  mai> 


)d  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's ' Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


Chevrolet  Corvette 
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to  put  those  feelings  in  a  box  and  close 
it.  If  you  really  analyze  them,  you 
wouldn't  do  what  you  have  to  do." 

It  is  often  said  that  entrepreneurs  tend 
to  be  blind  optimists,  but  that's  too  sim- 
ple a  formulation.  More  likely,  they  be- 
lieve in  what  they're  doing  w  ith  a  pas- 
sion that  overcomes  doubt — a  passion 
that  allows  them  to  contain  the  feelings 
Blackie  talks  about. 

William  Gorog,  founder  of  the  Lexis 
and  Nexis  data-base  systems,  has  late- 
ly been  developing  a  product  designed 
by  his  son  John.  It  is  a  telephone  turned 
interactive  transaction  device.  The  Go- 
rogs  took  a  phone,  equipped  it  w  ith  spe- 
cial softw  are,  and  attached  a  wand  that 
reads  bar  codes.  Wave  the  wand  over  a 
catalog  to  order  groceries,  pay  bills,  con- 
duct bank  business — you  name  it.  Gorog 
formed  U.  S.  Order  in  1990  and  got  an 
aircraft  charter  company  called  World 
Corp.  to  back  him.  Sprint,  Bel 
South,  and  Bell  Atlantic 
have  signed  on  to  help 
sell  the  devices. 

But  in  the  past 
year,  the  landscape 
has  changed  dra- 
matically. Blar- 


strategy.  [But]  if  you  don't  reexamine 
what  you're  doing  often,  you'll  end  up 
out  on  the  limb  of  a  tree." 

I'svclmlogi/.ing  alwa\s  lias  its  hunts, 
but  Paul  Shipman,  founder  of  Seattle's 
booming  Red  Hook  Ale  Brewery,  is  con- 
vincing when  he  speaks  of  an  entrepre- 
neur's "bright  side  and  dark  side."  The 
bright  side  is  the  ability  to  strategize  and 


.# .  3ft 


tie  suburb.  "In  the  face  of  a  situatij 
that  by  all  logic  is  a  certified  disaste' 
Shipman  says,  "the  entrepreneur  cat 
countenance  defeat." 

Many  an  entrepreneur,  of  course,  fins 
that  the  life  is  not  defined  by  Sturm  u 
Drang.  For  Mark  B.  Emmer,  wl 
founded  tiny  Catspaw  Inc.,  owning 
company  is  an  excuse  to  live  where  f 
wants  (at  the  heart  of  the  Rockies. 
Salida,  Colo.)  and  do  what  he  wart 
(w  rite  software  that  helps  users  organi- 
their  computers  to  easily  manipuh 
bodies  of  text). 

While  Emmer  has  been  successl! 
selling  to  academics  and  publishers, 
has  had  his  share  of  troubles.  A  dt 
w  ith  Prentice-Hali  Inc.  to  distribute  h 
products  fell  through  when  Simon  t 
Schuster  Inc.  bought  the  publisher  a  I 
ordered  it  out  of  the  software 
business.  Emmer 


ing  from  eve- 
ry newsstand 
has  been  talk  of 
"the  information 
highway"  and  interac- 
tive television.  If  all  goes  as  predicted, 
your  TV  set  may  soon  be  able  to  do 
everything  U.S.  Order's  ScanFone 
promises.  Gorog's  reaction:  "I  thought, 
'Hot  damn!  People  finally  understand 
what  we're  talking  about."  " 

Gorog's  lieutenants  were  a  little  less 
sanguine.  They  pondered  for  a  month 
over  how  to  react.  In  the  end,  their  solu- 
tion was  brilliant.  They  decided  to  sell 
the  phones  for  the  five  to  seven  years 
it  will  take  to  get  interactive  TV  off  the 
ground  and  see  how  the  market  devel- 
ops from  there.  Meantime,  they  will  sell 
to  prospective  competitors  1*.  S.  Order's 
ability  to  pro,  ide  interactive  transaction 
services — expertise  those  companies 
would  otherwise  have  to  develop  on 
their  own.  "Our  niche  is  to  offer  these 
back-end  sen  ices  to  anybody,"  Gorog 
says.  "This  wasn't  part  of  our  original 


implement  effectively.  The  dark  side  is 
the  highly  personal  set  of  motivations 
that  makes  failure  intolerable.  Shipman 
latched  onto  brewing  as  a  way  to  differ- 
entiate himself  from  a  family  of  lawyers. 
"It  was  a  very  long  shadow  and  a  very 
powerful  competitive  is- 
sue." he  says.  "It's  real 
primal  stuff.  Entrepren- 
eurship  is  primal,  right 
at  its  root." 

Shipman,  too,  ran  out 
of  money  when  Red 
Hook's  brew  lost  fizz  at 
the  retail  level.  He  re- 
formulated it,  pushed 
ahead,  and  now  has  $44 
million  from  a  syndicate 
led  by  General  Electric 
Capital  Corp.  to  build  a 
new  brewers'  in  a  Seat- 


One  entrepreneur's 
"primal"  motive: 

Breaking 
away  from  family 

ti 


recovere 
And  he  kip 
of  likes  that  I 
smallness  ($60,000, 
sales)  lets  him  keep  m 
rect  contact  w  ith  his  custo- 
ers.  "The  best  times  are  wh  i 
they  say:  'Your  program's  wc- 
derful.  Here's  what  I'm  doij 
w  ith  it."  One  guy  said  we  we 
the  secret  weapon  that  let  hi 
underbid  his  competition.' 

For  Emmer,  Catspaw  s 
mostly  a  labor  of  love.  With  5 
wife,  Nancy,  he  has  taught  hi  - 
self  to  advertise,  put  together  l- 
rect-mail  programs,  and  buy  packagii. 
In  a  sense,  he  has  learned  for  himslf  i 
what  Drucker  calls  "organizing"  the  c- 
trepreneurial  endeavor.  But  Emmer  ai) 
came  equipped  with  the  intangibs 
Drucker  doesn't  talk  about.  "From  tp 
first,  I  had  no  real  fp 
of  taking  a  risk  or  beg 
out  of  a  job,"  he  says.I 
felt  I  was  bright  enon 
that  I  could  support  n- 
self  and  my  wife.  Wit 
other  people  would 
as  a  risk.  I  saw  as  dai- 
ing  on  my  toes."  Chi< 
Yeager  might  put  it  <M 
ferently.  But  you  cp 
bet  he  know  s  what  E-  g 
mer  is  talking  about.,  i 

With  Sandra  D.  At, 
son  in  Denver 
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Our  ideas  are 
lelping  power  an 
enemy  plant 


zi  /in 

111  151 


When  Falcon  Seaboard 
Resources,  Inc.  needed  help 
,  financing  a  new  cogeneration 
plant  under  a  tight  credit 
environment,  we  provided  the 
financial  fuel  Our  Transportation 
1  Industrial  Funding  Business  custom-tailored  a  u  nique  package,  when  others 
Id  not,  which  met  their  needs  and  enabled  the  project  to  go  forward  quickly. 

At  GE Capital,  were 23 diversified  businesses, 
d  right  now  one  of  them  has  the  < 
lustry  kyiowledge  it  takes  to  meet 
\r  next  challenge.  If  you're 
king  for  a  strong  financial 
•tner,  call  1-800-243-2222. 
U  welcome  the  opportunity 
mt  our  energy  to  work  for  you. 


GE  Capital 

Our  Business  Is  Helping  Yours. 


XE8£T  introduce 


Maximum 
Value. 

Minimum 

Hassle. 


I'- 
ll.. 


All  year,  you  look  for  every 
advantage  tor  your  business.  Now 
AT&T  introduces  one  adv  antage 
that'll  come  looking  for  you. 
Automatically. 

It  s  called  Maximum  Advantage, 
the  latest  step  in  our  ongoing  com- 
mitment to  help  support  yourbusi- 
ness  with  an  extra  measure  of  per- 
sonalized service.  And  value. 
It's  coming  soon. 

Right  now.  AT&T  is  looking  for 
ways  to  maximize  your  long  dis- 


tance service  by  analyzing  your 
calling  patterns. 

Beginning  in  November,  we'll 
sh<  iw  you  the  results  of  that  work. 

If  your  business  bills  over 
$200  a  month  with  AT&T  you'll 
automatically  receive  a  Maximum 
Advantage  statement  in  the  mail, 
essentially  a  quarterly  account 
review  that  analyzes  whether 
you're  in  the  best  calling  plan  for 
your  needs. 

If  you  would've  saved  money 


n 

inn 


by  being  in  a  different  plan 
not  only  tell  you  on  the  statd, 
we'll  credit  you  the  amount  v 
would  have  saved*  Automat 
And,  if  appropriate,  we'll  inv 
you  to  switch  to  that  plan. 

Every  three  months  then, 
we'll  send  you  further  updat 
ensure  that  you  always  recei 
AT&T's  best  service  and  lowe " 
price,  even  as  your  business 
changes. 

We'll  help  you  manage  \ 


©1993  AT&T 

'Credit  is  lor  the  difference,  if  any.  between  your  eligible  usage  and  usage  at  comparable  rates  lor  certain  AT&Tcalling  plans  with  similar  access  type.  term,  and  revenue  commitments 
Sub|ect  lo  terms  ol  AT&T  FC  C  Tariffs  No  1  and  No  2  Does  not  lake  into  account  factors  such  as  seasonal  calling  trends  All  plan-qualilied  usage  excluding  billing  adiuslments.  promo- 
tional credits,  and  other  exceptions  Assumes  usage  remains  al  current  level  %  savings  based  on  recommended  service 


iximum  Advantage. 
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AT&T  MAXIMUM  ADVANTAGE 


Q 

U 
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Is  AT&T 


Mr.  Mori  Keshin 
President 

Mort  Keshin  &  Co.,  Inc. 
1044  Northern  Blvd 
Roslyn,  NY  1IS76 


Maximum  Advantage  is  our  guarantee  that  you  always  get  ATStTs  lowest  price '  After  any  quarter  in  which  you  have  at  least 
one  month  of  eligible  usage  over  $2(K),  you  will  receive  an  updated  statement  outlining  your  optimum  level  of  savings,  quality, 
and  value  based  on  our  analysis*  of  your  usage  patterns  during  qualifying  months. 


Automatic 

Credit 

Calculation 


Introductory  Triple  Bonus   Credit  based  on 
August  billing  information  multiplied  by  3 

Your  eligible  AT&T  Long  Distance  and  International 
usage: 

Combine  all  your  AT&T  Long  Distance  and  AUtT 
800  Services  under  one  plan  and  pay  less 


You  will 


automatically 


receive  this  triple  credit  on  your  December  MIL 


$131.20 


Additional 

Savings 

Recommendations 


1  Increase  your  savings  to  5.5%"  by  extending  your  Term  Plan  to  2*  months. 
1  Save  an  additional  10°'°  on  calls  made  to  your  two  highest-billed  countries  each 

month.  This  period,  they  were  Brazil  and  France  Sign  up  today 
■  Your  usage  suggests  you  could  benefit  from  direct  access  to  the  AT8T  Network. 

Gain  added  savings  and  convenience  Ask  your  Account  Executive  about  Tl  5  access 

(Pk-jsc  m.x  rhi-  li.uk  lor  mort'  dcuiK  I 


vanes  by 
l<  K.iUi  >n 


Get  More  Value 
and  Quality 
From  Your 
AKST  Service 


'  Manage  your  costs  better.  Account  codes  track  expenses  and  a  variety  of  reports  help  you  better 

allocate  costs  Or  receive  your  bill  on  PC  diskette  to  analyze  calling  patterns  and  overall  costs 
•  Your  satisfaction  is  guaranteed.  The  MKV  Best  In  The  Business"  Guarantee  assures  that  you  will  Ix* 

satisfied  with  every  call  or  we  will  give  you  a  credit 
'  Quickly  solve  international  fax  problems.  Our  international  fax  service  center  will  work  with  you 

to  identify  and  fix  international  transmission  problems 
1  To  help  protect  your  business  against  toll  fraud,  AT&T  constantly  monitors  calling  patterns  If 

potential  fraud  is  suspected,  we'll  contact  you 

[Please       the  kiik  tot  mote  ik-Liil*  ) 


To  take  advantage  of  any  of  our  recommendations,  or  to  ask  any  questions,  contact  your  Account  Executive 
or  call  1  800  537-8700.  Please  see  the  back  of  this  statement  for  details  on  our  recommendations  and  instruc- 
tions on  how  to  get  more  information. 


If  you  would 
have  saved 
money  by  being 
in  a  different 
plan,  we'll 
automatically 
credit  your 
account. 


1  800  537-8700. 
Call  us.  Let 's  talk 
about  your  busi- 
ness and  the 
future 


munications  better.  So  you 
lage  your  business  better, 
vice  beyond  the  call, 
imum  Advantage  is  much 
in  savings. 

des  making  sure  you're  in 
plan,  we'll  be  recom- 
;  valuable  AT&T  services 
make  your  business  and 
r  far  more  productive, 
for  example,  you  have  an 
iber.  We'll  look  for  ways  to 
'l  i  manage  your  call  volume 


more  efficiently,  to  ensure  that  you 
won't  miss  important  customer 
calls.  Or,  if  you  make  international 
calls,  we  sponsor  a  program  that 
offers  trade  reports  and  industry 
analysis  for  over  70  countries  to 
help  expand  your  business.  We 
can  even  recommend  billing 
features  that  can  help  you  manage 
time  and  control  costs  more 
effectively. 

Now  the  best  has  gotten  even 
better... with  Maximum  Advantage, 


the  easy  way  to  give  your  business 
the  ultimate  in  service  and  value. 
Automatically.  Maximum  value. 
Minimum  hassle.  From  AT&T. 

For  more  information  call: 
1  800  537-8700. 

AMT.  The  Best  in  the  Business. 


AT&T 


Satellite 

T1350CT 


Multiple  screen  options:  Choose  fron 
Toshiba's  renowned  active  matrix  color, 
color  or  monochrome  displays.  You  get  a 
that's  nght  for  your  tastes,  budget  and  app  t 


J 
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The  BallPoint"  2.0  Mouse:  Develop© 
with  Microsoft",  this  mouse  snaps  on  andl 
in  an  instant,  and  needs  no  cords.  Our  nevi 
version  adds  features  for  improved  trackir) 
and  refined  ergonomics. 


3. 


THE  FASTEST  BUSINESS  DECISI 
YOU'LL  EVER  MAKE. 


VnfaU! fa  Aflfj  What  makes  it  fast  is  the  new  Intel 
aUIUUHU  TVU  486DX2  processor.  You  get  die  power 

to  put  Windows'"  and  DOS  applications  through  their  paces, 
without  even  breaking  a  sweat. 

What  makes  it  a  business  decision  is  value. 

The  Satellite  Senes  packs  all  that  power  into  a  system  that  is 
high  on  functionalrty  and  surpnsingly  low  on  price. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
bnghter  displays;  a  BallPoinf  Mouse  2.0  with  QuickPorf  for  easy, 
precise  control;  full-travel  keyboards,  and  Toshiba  MaxTime'" 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  penpherals,  pre- 
installed  MS-DOS'"  6.0  and  Windows 
software,  and  the  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  than  what  you'd 
expect  to  pay.  So  you  can  travel  in  the  fast  lane  without  a  tc 

The  Toshiba  T1950  Satellite  Senes.  That's  an  easy  dec 
The  hard  part  is  deciding  how  many  to  get 


14.5mm  indust- 
standard  PCMtt 
2.01  compliant)! 

Accepts  a  credit  cap. 
data/fax  modem,  | 
networking  adaptr  ' 
hard  dnve,  or  mor! 


In  Touch  with  Tomorrow 

TOSHIBA 


For  a  dealer  near  you,  call  1  (800)  457-7777.  ©  1993  Toshiba  America  Information  Systems,  Inc 
All  products  indicated  by  trademark  symbols  are  tjademarked  and/or  registered  by  their  respective  companies 


PORTRAIT  GALLERY 


Talk  about  movers  and  shakers:  The 
subjects  of  the  following  10  profiles 
have  been  not  only  successful  but  seismic. 
They  include  men  who  have  transformed 
entire  industries  and 
women  who  are  working 
to  change  the  world 
as  they  build  businesses 
big  and  small 

PHOTOGRAPHS    BY    MICHAEL  GRECCO/SYGMA 
EDITED    BY    RON    STODGHILL  II 
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ERIC 
SCHIFFER 

SPORTSMED 


Eric B.  Schiffer fondly  recalls 
a  fourth-grade  teacher  who 
liked  to  dole  out  mock  dollars 
instead  of  grades.  Schiffer  was 
the  richest  kid  in  class. 

Today,  at  26,  Schiffer  is  a 
multimillionaire  who  has  run  a 
hodgepodge  of  businesses,  from 
real  estate  to  health  care.  Yet  for 
Schiffer,  amassing  a  fortune  isn 't 
enough.  Recently,  he  launched  the 
Eric  Schiffer  Foundation,  a 
nonprofit  outfit  that  teaches  dis- 
advantaged youths  business  eth- 


ics and  skills  and  also  provides 
seed  capital  for  startups. 

Schiffer  got  an  early  start  in 
business.  At  13,  the  Fresno  ( Cal- 
if. )  native  and  son  of  a  brain 
su/geon  wrote  a  weight-lifting 
book  for  teenagers.  By  22,  he  had 
already  written  and  sold  an  ed- 
ucational software  program  on 
molecular  fusion,  made 
$200, 000  selling  real  estate, 
owned  a  sports-rehabilitation 
clinic  called '  Sport smed,  as  well 
as  Quality  Medical  Associates,  a 


California  chain  of  clinics  tha, 
help  insurance  companies  root 
out fraud  in  workers' compens 
tion  claims. 

With  all  this,  why  is  Schiffer 
investing  time  and  money  in  hi 
foundation's  " American 
Dream ' '  project?  Because  the 
public  schools  don 't  teach  busi- 
ness skills  or  ethics.  And becau. 
there 's  more  to  life  than  ma  kin 
money.  "Helping  kids  makes  n 
feel  good, "  he  says  simply. 

By  Owen  Ullmait 
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SIMMONS 

iSH  COMMUNICATIONS 


During  the  1980s,  it  was 
enough  simply  to  call  Rus- 
sell Simmons  the  king  of  rap  music. 
After  all,  his  New  York -based 
record  label,  DefJam,  was  a  pio- 
neering force  behind  the  explosion 
of  the  "street" -inspired  genre. 

Today,  though,  Simmons  is 
more  than  that:  His  $34  million 
Rush  Communications  is  the  sec- 
ond-largest black-owned  enter- 
tainment company.  It  includes 
five  record  labels,  several  man- 
agement companies,  a  film  and 


television  branch,  a  radio  pro- 
duction company,  and  a  clothing 
line.  He  is  currently  at  work  de- 
veloping three  sit-coms  for  net- 
work television  and  a  24-hour 
satellite-distributed  rap  radio 
station. 

The  key  to  Simmons '  success 
has  been  his  knack  for  packaging 
and  selling  black  culture — mu- 
sic, comedy,  and  film — to  main- 
stream America,  especially  ur- 
ban teens.  Several  artists  on  his 
record  labels,  from  Public  Ene- 


my to  LL  Cool  J,  boast  cross- 
over appeal,  and  his  latest  ven- 
ture, HBO's  Russell  Simmons' 
Def  Comedy  Jam,  is  among  the 
cable  giants  most  popular  pro- 
grams with  black  and  white  au- 
diences alike. 

Simmons  has  lately  consid- 
ered taking  his  media  empire 
public  to  help  finance  future 
growth.  If  Wall  Street  bites,  he'll 
be  one  step  closer  to  realizing  his 
dream  of  bu  ilding  a  true  black 
entertainment  powerhouse. 


m 
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ANITA 
RODDICK 

BODV  SHOP  INTERNATIONAL 


The  past  16  years  have  been 
good  to  Anita  Roddick. 
The  founder  of  Body  Shop 
International  has  taken  her  hair 
and  skin-care  company  from  a 
tiny  storefront  selling  beauty 
potions  out  of  urine-sample  bot- 
tles to  a  $250  million  business 
with  stores  in  41  countries. 

Despite  Roddicks  insistence 
that  wealth  isn '/  important  to 
her,  she  and  her  co-founder  and 
husband,  Gordon,  are  one  of  the 
richest  couples  in  Britain,  worth 


an  estimated $350  million. 

Few  entrepreneurs  have  tied 
their  product  to  a  social  cause 
with  better  effect.  The  outspoken 
Roddick,  50,  routinely  belittles 
the  beauty  industry  and  has 
shaped  her  company 's  products 
into  promotions  for  socially 
responsible  capitalism.  At  Body 
Shop,  there's  no  animal  testing, 
the  returned  bottles  are  refilled, 
and  most  of  the  ingredients  are 
derived  from  natural  sources.  In 
October,  as  part  of  an  AIDS- 


awareness  campaign,  the  com 
pany  began  handing  out  con- 
doms and  pamphlets  about  saj 
sex  at  its  150  U.S.  stores. 

Roddick  may  need  to  refocus 
her  energy  on  boosting  earnings 
After  an  aggressive  expansion 
program  in  1992,  profits 
slipped  15%,  to  about $32  mil 
lion,  on  sales  of  $2 52  million. 
Roddick,  though,  is  unfazed.  i 
After  expanding  to  Mexico,  she 
eyeing  Vietnam  and  Cuba.  j 
By  Laura  Zir 


\ 


- 


120  BUSINESS  WEEK/ENTERPRISE  1993 


ENTREPRENEURS 


DAVIS 

HEW  BALANCE 
ATHLETIC  SHOE 


In  the  multibillion-dollar 
sneaker  industry,  Jim  Davis 
doesn  V  mind  being  considered 
an  outsider.  With  only  a  small 
advertising  budget  and  a  simple 
product  aimed  at  serious  run- 
ners, the  low-profile  Davis  re- 
alizes that  his  company,  $95 
million  New  Balance  Athletic 
Shoe  Inc.,  is  no  match  for  such 
giants  as  Nike  Inc.  and  Reebok 
International  Ltd.,  which  hog 
the  limelight  with  glitzy  ads  and 
an  array  of  products.  Yet  Davis 


is  quick  to  crow  about  one  fact 
distinguishing  New  Balance 
from  its  rivals:  His  shoes  are 
made  in  the  U.  S. 

While  many  manufacturers 
have  fled  the  inner  cities  in 
search  of  cheap  foriegn  labor, 
Nrw  Balance  makes  75%  of  its 
shoes  with  a  1,250-person  work 
force  from  working-class  neig- 
borhoods  in  Boston  and  nearby 
Lawrence,  Mass.  Because  of  the 
high  percentage  of  minority  em- 
ployees, the  company  s  training 


programs  are  taught  in  English, 
Spanish,  and  Portuguese. 

Rejecting  the  view  that  over- 
seas labor  turns  out  better  qual- 
ity, Davis  keeps  productivity 
and  quality  high  with  a  wage- 
based  incentive  program.  New 
Balance  hopes  to  steal  a  march 
on  competitors  with  its  new 
MK907,  a  men 's  wing- tipped 
dress  shoe  that  offers  sneaker 
comfort.  Priced  at  about  $100, 
the  shoe,  made  in  Maine,  hit  the 
stores  earlier  this  year. 
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SOUTHWEST  AIRLINES 


To  consumers,  Southwest 
CEO  Herbert  D.  Kelleher  is 
a  hero,  bringing  low  fares  and 
more  flights.  To  rivals,  he's  the 
a 'ru  ing force  behind  the  indus- 
try s  painful  restructuring. 

Kelleher  has  turned  Dallas- 
based  Southwest  Airlines  Co., 
serving  37  cities,  into  the  fastest- 
growing  and  most  profitable 
carrier  in  the  country.  II  hile  the 
industry  lost  $10  billion  over 
the  past  three  years.  Southwest 
earned $91  million  last  year,  on 


revenues  of  Si.  7  billion. 
1 1  herever  Southwest  goes,  the 
fares  plummet  by  50%  or  more, 
traffic  explodes — and  Southwest 
becomes  the  dominant  carrier. 

Kelleher,  a  lawyer  by  training 
who  helped  get  Southwest  off  the 
ground  in  1 971,  insists  that 
there  is  no  secret  ingredient  in 
Southwest s  leadership.  The  air- 
line aggressively  squeezes  out 
costs  (no  hubs,  no  meals  on 
flights,  no  exchange  of  baggage 
with  other  airlines),  it  boosts 


productivity  through  profit- 
sharing,  and  it  grows  conserve 
tively  without  heaping  on  debt.  \ 
More  important.  Southwest  j 
sticks  to  its  niche:  frequent, 
short-haul,  point-to-point fligh\ 
at  rock-bottom  fares.  With  neai\ 
ly  everyone  else  struggling  to 
copy  Southwest,  especially  on 
shorter  routes,  Kelleher's  coun- 
terattack is  simple:  keep  doing 
what  Southwest  does  best.  And 
that's  plenty. 

By  Wendy  Zellru 
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retailing  arm  boasts  236  stores 
and  an  alliance  with  Virgin 
Records  Ltd.  to  build  super- 
stores. To  round  out  the  enter- 
tainment picture,  Blockbuster 
bought  huge  stakes  in  Republic 
Pictures  Corp.  and  Spelling  En- 
tertainment Inc.  As  if  that 
weren 't  enough,  H uizenga  has 
personally  picked  up  a  new 
baseball  team,  the  Florida  Mar- 
lins, and  a  hockey  team,  the 
Florida  Panthers. 

By  Gail  DeGeorge 


AYNE 
ZENGA 

(MUSTER  VIDEOS 


Wayne  Huizenga  is  not 
your  typical  entrepreneur. 
Rather  than  invent  a  business, 
he  would  rather  take  a  promis- 
ing one  and  enlarge  it.  In  the 
1970s,  he  helped  turn  a  scatter- 
ing of  garbage-haulers  into 
Waste  Management  Inc. ,  which 
became  the  nation 's  largest 
waste-disposal  company.  He 
saw  the  same  economies  of  scale 
in  the  video-rental  business  in 
1987,  when  he  became  chairman 
of  Blockbuster  Videos  Inc.,  which 


had  19  stores.  Today,  Blockbust- 
er has  2,234 stores  in  the  U.  S. 
and  1,024  more  in  Canada, 
Europe,  Latin  America,  and 
Australia. 

But  Huizenga  is  concerned 
that  new  technologies  will  stop 
the  growth  of  his  empire.  So  he  is 
makingforays  into  the  entertain- 
ment business.  His  latest  move: 
linking  up  with  cable  giant  Via- 
com Inc.  in  an  attempt  to  pur- 
chase Paramount  Communica- 
tions Inc.  Blockbusters  music- 
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MIKE 
ILITCH 

LITTLE  CAESARS 


When  Mike  Hitch  opened 
his  first  restaurant,  in 
Garden  City,  Mich.,  in  1959,  he 
was  all  set  to  call  it  "Pizza 
Treat. "  His  wife,  however, 
sensed  that  this  was  a  mistake 
and  suggested  the  more  colorful 
Little  Caesars.  Since  then, 
Hitch 's  instincts  have  gotten  a  lot 
sharper. 

In  Detroit,  Hitch  is  something 
of  a  folk  hero.  He  has  turned  his 
company,  Little  Caesars  Enter- 
prises Inc.,  into  the  nation 's 


third-largest  pizza  chain,  boast- 
ing$l.  7  billion  in  sales  through 
its  4,000  stores,  one-quarter  of 
which  are  company-owned.  He 
has  breathed  life  into  the  once- 
comatose  Detroit  Red  Wings 
hockey  team,  which  he  bought  in 
1982,  and  he  has  plans  to  do  the 
same  for  the  Detroit  Tigers  base- 
ball team,  which  he  purchased 
last  year  from  a  rival  pizza  mo- 
gul, Tom  Monaghan.  Along  the 
way,  Hitch  has  championed  ur- 
ban redevelopment:  He  renovat- 


ed the  historic  Fox  Theatre  and 
an  attached  downtown  office 
building  that  houses  his  head- 
quarters. 

Despite  these  side  interests, 
Hitch,  the  Detroit-bred  son  of 
immigrants  from  Macedonia,  in 
the  Balkans,  will  always  remain 
a  pizza  man.  Hes  ready  to  take 
Little  Caesars,  known  for  its 
carry -out  restaurants,  into  new 
territory.  By  1996,  he  plans  to 
open  1 ,200  sit-down  restau- 
rants in  Kmart  stores. 


m 


Twenty-one  yean  ago,  Sheri 
Poe  was  raped  near  the 
campus  of  Southern  Illinois 
University  in  Carbondale, 
where  she  was  studying  as  a 
fresh  man.  The  incident  brought 
years  of  emotional  turmoil, 
which  resulted  in  bulimia  and  a 
stint  of  living  on  government  as- 
sistance. As  therapy,  she  turned 
to  aerobics,  discovering  on  the 
way  that  most  athletic  shoes  for 
women  were  designed  without 
the  narrow  heel  or  the  high  arch 


that  are  typical  of  women 's  feet. 

Today,  Poe  has  not  only  recov- 
eredfrom  her  assault  but  also 
runs  her  own  aerobics  shoe  com- 
pany, Ryka  Inc.,  based  in  Nor- 
wood, Mass.  With  $12  million 
in  annual  sales,  six-year-old 
Rxka  is  tiny.  But  Poe  is  carving 
a  niche  in  the  market  through  a 
potent  and  personalized  adver- 
tising campaign  that  reaches  out 
to  female  victims  of  violent 
crime. 

The  company  has  pledged  7% 


of  its  profits  to  a  fund  called  the 
Ryka  ROSE  (Regaining  One's 
Self-Esteem)  Foundation,  whi 
channels  money  to  groups  help- 
ingsuch  women.  And  recently,  a 
controversial  print  ad  seeks  to 
raise  awareness  and  sales  by 
juxtaposing  images  ofteary-eye6 
rape  victims  with  women  exer- 
cising. The  copy  reads:  "Some- 
times, the  only  way  to  work  it  on 
is  to  work  it  out. "  For  Poe, 
things  couldn '/  be  working  out 
better. 
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ERNEST 
MARIO 


Over  the  past  two  decades,        Months  after  quitting  Glaxo        A  trained  pharmacist,  Mario 
scrappy  Aha  Corp.  has  over  opposition  to  diversify  the  plans  to  push  Aha  toward  de- 
carved  a  solid  niche  in  the  drug  company,  Mario,  55,  is  leading  veloping  and  selling  its  own 
industry  by  licensing  skin  patch-  A  ha 's  ambitious  plan  to  go  be-  products.  He  concedes  that  the 
es  and  other  drug  technologies  to  yond  licensing  into  creating  new  close-knit  company  was  some- 
big  players.  But  A  ha  got  stodgy,  drugs  and  reformulating  generic  what  skeptical  before  his  arri- 
It  seemed  content  to  watch  others  ones.  Mario,  lured  by  Aha 's  cut-  vol.  Aha 's  early  J 980sfinan- 
reap  the  windfall  from  successful  ting-edge  technology  and  a  gener-  rial  woes  created  what  he  calls  a 
products.  In  August,  however,  ous  stock-option  package,  says  "conservatism  bred  by  trauma. " 
the  $229  million  company  made  the  Palo  Alto  ( Calif.)  outfit  is  The  question  is  whether  even  a 
a  bold  move  that  could  rekindle  positioned  to  zoom  ahead  in  an  risk-taking  outsider  like  M ario 
growth.  It  tapped  Ernest  Mario,  industry  that  has  been  coasting  can  reignite  the  entrepreneurial 
former  CEO  of  drug  industry  by  raising  prices  and  turning  out  flame  that  once  burned  at  Aha. 
giant,  Glaxo  Holdings  PLC.  me-too products.  ByJoanO'C.  Hamilton 
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It  Not  Only  Sr 
It  SayslfBu  Beat  Evt 


*ve  Arrived, 
Else  There. 


The  280  -  Horsepower  Lincoln  Mark  VI 1 1 

By  their  very  nature,  luxury  cars  are  intended  to 
enhance  your  image.  Most,  however,  do  very  little  for  your 
heart  rate.  Not  the  Lincoln  Mark  VIII. 

Its  32-valve,  280-horsepower  Four-Cam  V-8  reaches 
60  miles  per  hour  in  a  heart-pounding  7.8  seconds. 
However,  should  it  become  necessary  to  exercise  restraint, 
we've  also  included  standard  4-wheel  anti-lock  brakes.  And 
a  revolutionary  suspension  that  automatically  lowers  the 
car  at  high  speed  for  better  handling  and  less  wind  resis- 
tance. So  the  Mark  VIII  doesn't  just  hold  the  road,  it  sinks 
its  teeth  into  it. 

To  find  out  more,  call  1  800  446-8888.  Or,  better  yet, 
visit  your  Lincoln  dealer  for  an  invigorating  test  drive. 

You'll  find  that  while  most  luxury  cars  speak 
quietly  of  your  accomplishments,  the  Mark  VIII  is  one  car 
that's  not  afraid  to  raise  its  voice. 

The  Lincoln  Mark  VIII.  Drive  everything  else  first. 


LINCOLN 

What   A    Luxury   Car   Should  Be 


SOMETIMES 

OVERNIGHT 

IS 

OVERKILL. 


option.  Priority  Mail' 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable 
from  the  Postal  Service.  It's 


not  overnight  but  it's  delivered  fast,  specially 
handled  and  only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext  466  for 
a  free  Priority  Mail 
starter  kit. 

When  you  don't 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 
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LESSONS 

[DA  11  Till" 

NwlHIHt 

HOT  GROWTH 
COMPANIES 

Through  questionnaires  -^^^mt^ 
and  interviews ,  69  CEOs      /o  0    "  •  • . 
tell  us  about  themselves:        *p  ®Jn  ^ 
vvTiat  they  re  tike,  how 
i/iey  got  started,  and  what    \  \  ^  ^ 
makes  them  tick  -J-J&Ql 
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IBM  Client  Server 

i 


How  do  you  get  everyone 
working  in  concert  ? 

I'  >  stas  c<  >mpetiti\e.  v<  >u  re  constantK  -earehins  1'  >r  better  wa\  —  t < »  « mhc-trate  the 
flow  u t  intormation.  Ho\n  i  ji  >  vou  set  m<  ire  out  oi  \our  P* .-'.'  How  can  \ou  make  tlie 
most  <it  vour  existing  system-'.'  W  tut  i;in  In-  ilmif  t<»  -t  ream  line  \our  organization'." 
More  often  than  not.  the  an-wer  i-  I  BM  ( .lit-nt  >cr\er. 

1 BM  ran  il»'\.-l<  iji  i  ijirn  client  vrwr  solutions  thai  pul  the  combined  strength  of  U 


computer  systems  to  work  for  you.  We  have  thousands  of  speeialists  worldwide 
:an  work  with  you  to  custom-tailor  a  solution  that's  right  for  your  particular 
icss.  And  we'll  work  with  you  at  any  stage  of  the  process,  from  initial  consulting 
Iping  you  tie  every  tiling  together — we'll  even  manage  your  systems  for  you. 
hether  you're  upsizing  or  downsizing,  nobody  knows  how  to  ensure  systems 
)ility  and  security  for  your  "mission  critical"  applications  better  than  IBM. 
ecan  also  help  you  integrate  different  types  of  hardware,  software  and  networks, 
ave  the  industry's  widest  array  of  software  and  network  products,  and  we 
ort  Distributed  Computing  Environment  (DCE),  enabling  different  computer 
ds  and  platforms  to  work  together  in  harmony. 

3r  more  and  more  companies,  IBM  Client/Server  is  the  key  to  getting  everyone 
ing  in  concert.  We've  done  it  for  hundreds  of  companies.  We  can  do  it  for  you. 
nore  information,  call  1  800  IBM-0045,  ext.  10. 


^res  never  been  a  better  time  to  do  business  with 


 * 

Sixty-nine  out  of  the  100  chief  executives  who  make  up  the  Business  Week  Hot  Growth  100 
responded  to  our  survey.  The  respondents  are  listed  below: 


AMBER'S  STORES 
Ron  Craft 

Dallas  (214  349-5300) 

AMERICAN  BUSINESS  INFORMATION 

Vinod  Gupta 

Omaha  (402  593-4500) 

AMERICAN  MEDICAL  ELECTRONICS 
Joseph  Mooibroek 
Richardson,  TX  (214  918-8300) 

BESTOP 

Richard  E.  Sabourin 
Broomfield,  CO  (303  465-1755) 

BOOKS  A  MILLION 
Clyde  B.  Anderson 
Birmingham,  AL  (205  942-3737) 

CALIFORNIA  AMPLIFIER 
Barry  W.  Hall 

Camanllo,  CA  (805  987-9000) 

CANTERBURY  EDUCATIONAL 

SERVICES 

Stanton  M.  Pikus 

Medford,  NJ  (609  953-0044) 

CATALINA  MARKETING 
Tommy  D.  Greer 

N.  St.  Petersburg,  FL  (8 1 3  579-5000) 

CHECKERS  DRIVE-IN  RESTAURANTS 
James  E.  Mattel 

Clearwater,  FL  (813  441-3500) 

CHIPCOM 
John  R.  Held 

Southborough,  MA  (508  460-8900) 

CITATION  COMPUTER  SYSTEMS 

Kenneth  R.  Brown 

St.  Louis  (314  428-2900) 

COMPUTER  NETWORK  TECHNOLOGY 

C.  McKenzie  Lewis  III 

Maple  Grove,  MN  (612  550-8000) 

COPLEY  PHARMACEUTICAL 

Jane  C.  I.  Hirsh 

Canton,  MA  (617  821-61 1 1) 

CROSSCOMM 
Tadeusz  Witkowicz 
Marlborough,  MA  (508  48 1 -4060) 

DATA  RACE 

Herb  T.  Hensley 

San  Antonio  (210  558-1900) 

DAY  RUNNER 

Mark  A.  Vidovich 

Fullerton,  CA  (7 14  680-3500) 

DIGI  INTERNATIONAL 
Mykola  Moroz 

Eden  Prairie,  MN  (61 2  943-9020) 


EXPRESS  SCRIPTS 
Barrett  A.  Toan 

Maryland  Heights,  MO  (3 1 4  770-1666) 

FASTENAL 

Robert  A.  Kierlin 

Winona,  MN  (507  454-5374) 

FINISH  LINE 
Alan  H.  Cohen 

Indianapolis  (317  899-1022) 

FIRST  TEAM  SPORTS 

David  G.  Soderquist 

Mounds  View,  MN  (612  780-4454) 

FRANKLIN  QUEST 

Hyrum  W.  Smith 

Salt  Lake  City  (801  975-1776) 

GBC  TECHNOLOGIES 

Norman  M.  Some 

Berlin,  NJ  (609  767-2500) 

GMIS 

Thomas  R.  Owens 

Malvern,  PA  (2 1 5  296-3838) 

HEALTHINFUSION 
Miles  E.  Gilman 
Miami  (305  267-1177) 

HOMECARE  MANAGEMENT 
Clifford  E.  Hotte 

Ronkonkoma,  NY  (5 1 6  98 1  -0034) 

ILC  TECHNOLOGY 
Henry  C.  Baumgartner 
Sunnyvale,  CA  (408  745-7900) 

IMRS 

James  A.  Perakis 

Stamford,  CT  (203  321-3500) 

INTEGRATED  CIRCUIT  SYSTEMS 

Edward  H.  Arnold 

Nornstown,  PA  (2 1 5  666-1900) 

INTL.  AIRLINE  SUPPORT  GROUP 
Richard  R.  Wellman 
Miami  (305  593-2658) 

INTL.  FAMILY  ENTERTAINMENT 

Timothy  B.  Robertson 

Virginia  Beach,  VA  (804  523-7301) 

INTERVISUAL  BOOKS 
Charles  E.  Gates 

Santa  Monica,  CA  (310  396-8708) 

IQ  SOFTWARE 
Charles  Richard  Chitty 
Norcross,  GA  (404  446-8880) 

JUST  TOYS 

Allan  Rigberg 

New  York  (2 1 2  645-6335) 

LIFETIME  HOAN 
Milton  L.  Cohen 
Brooklyn,  NY  (718  499-9500) 


LONE  STAR  STEAKHOUSE  &  SALOON 
Jamie  B.  Coulter 
Wichita  (316  264-8899) 

MEDICUS  SYSTEMS 
Richard  C.  Jelinek 
Evanston,  IL  (708  570-7500) 

NCI  BUILDING  SYSTEMS 

Johnie  Schulte 

Houston  (713  466-7788) 

NU-KOTE  HOLDING 
David  F.  Brigante 
Dallas  (214  250-2785) 

ON  ASSIGNMENT 
H.  Tom  Buelter 

Canoga  Park,  CA  (818  716-8990) 

PARAMETRIC  TECHNOLOGY 

Steven  C.  Walske 

Waltham,  MA  (617  894-71 1 1) 

PHYSICIANS  CLINICAL  LABORATORY 
Nathan  Headley 
Sacramento  (916  444-3500) 

PLATINUM  TECHNOLOGY 

Andrew  J.  Filipowski 

Oakbrook  Terrace,  IL  (708  620-5000) 

PREMIER  RADIO  NETWORKS 

Steven  C.  Lehman 

Sherman  Oaks,  CA  (818  377-5300) 

PRIMA  ENERGY 
Richard  H.  Lewis 
Denver  (303  297-2100) 

PROGRESS  SOFTWARE 

Joseph  W.  Alsop 

Bedford,  MA  (617  280-4000) 

QUANTUM  HEALTH  RESOURCES 
Douglas  H.  Stickney 
Orange,  CA  (7 14  750-1610) 

RE  LIFE 

Michael  E.  Stephens 
Birmingham,  AL  (205  870-8099) 

SATELLITE  TECHNOLOGY 

MANAGEMENT 

Emil  Youssefzadeh 

Costa  Mesa,  CA  (714  557-2400) 

SCORE  BOARD 
Paul  Gnldin 

Cherry  Hill,  NJ  (609  354-9000) 
SONIC 

C.  Stephen  Lynn 

Oklahoma  City  (405  232-4334) 

SPARTAN  MOTORS 
George  W.  Sztykiel 
Charlotte,  Ml  (517  543-6400) 


STATE  OF  THE  ART 

David  S.  Samuels 

Irvine,  CA  (714  753-1222) 

SUMMIT  CARE 

Donald  J.  Amaral 

Burbank,  CA  (818  841-8750) 

SYNOPSYS 
Harvey  C.  Jones 

Mountain  View,  CA  (415  962-5000) 

TETRA  TECH 
Li-San  Hwang 

Pasadena,  CA  (818  449-6400) 

TRANSMEDIA  NETWORK 
Melvm  Chasen 

North  Miami,  FL  (305  892-3300) 
TRICONEX 

William  K.  Barkovitz 
Irvine,  CA  (714  768-3709) 

TRIDENT  MICROSYSTEMS 
Frank  C.  Lin 

Mountain  View.  CA  (4 1 5  691-921 1) 

U.S.  HOMECARE 
W.  Edward  Massey 
Hartsdale,  NY  (914  946-9601) 

UNIVERSAL  ELECTRONICS 

Thomas  C.  Tyler 

Twinsburg.  OH  (216  487-1 1 10) 

UNIVERSAL  STANDARD  MEDICAL 

LABS. 

John  T.  Watkins 

Southfield,  Ml  (313  358-0810) 

UTAH  MEDICAL  PRODUCTS 

Kevin  L.  Cornwell 

Midvale,  UT  (801  566-1200) 

VALUE-ADDED  COMMUNICATIONS 
Dennis  R.  Casey 
Oakbrook  Terrace,  IL 
(708  628-6606) 

VICOR 

Patrizio  Vinciarelli 
Andover,  MA  (508  470-2900) 

VMARK  SOFTWARE 

James  J.  Capeless 

Framingham,  MA  (508  879-33!  I) 

XIRCOM 
Dirk  I.  Gates 

Calabasas,  CA  (818  878-7600) 
XYPLEX 

Peter  J.  Nesbeda 

Boxboro,  MA  (508  952-5300) 

ZOLL  MEDICAL 
Rolf  S.  Stutz 

Burlington,  MA  (617  933-9150) 
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EDUCATION 


AN  YOU  TEACH 

NTREPRENEURSHIP! 


B-schools 
think  so— 


d  students  are 
eking  to  take 
irses  in  how 
start  and  run  a 
nness 

ANDREW  WALLENSTEIN 

■A. 

len  you  hear  those  letters,  what 
:s  to  mind?  Wall  Street?  Executive 
il  A  six-figure  salary?  How  about 
ng  your  own  business? 
roughout  the  1980s,  an  MBA  from  a 
usiness-school  was  a  ticket  to  a  fast- 
job  at  a  major  corporation.  That's 
the  case  for  some  graduates.  But 
:  days,  an  increasing  number  of  as- 
g  MBAs  are  getting  their  degree  to 
i  how  to  become  entrepreneurs. 
>ols  are  meeting  the  growing  de- 
i  by  adding  more  courses  in  their 
[plums,  as  well  as  linking  students 
ese  programs  to  local  venture  capi- 
s  and  entering  them  in  grueling  en- 
eneurial  competitions.  The  ques- 
is:  Can  a  concept  as  fuzzy  as 
:preneurship  be  taught?  "When  a 
in  earns  a  degree  in  physics,  he 
mes  a  physicist,"  says  Morton  Ka- 
t,  a  professor  of  entrepreneurship 
>rthwestern  University's  J.L.  Kel- 
Graduate  School  of  Manage  - 
t.  "But  if  you  were  to  earn 
?ree  in  entrepreneurship,  / 
wouldn't  make  you  an  / 
:preneur."  6 
that  as  it  may,  B-school 
ents  seem  to  regard 


these  programs  as  a  necessary  first  step. 
"There's  a  large  gap  between  academics 
and  the  real  world,"  says  Robert  Mason, 
a  graduate  of  New  York  University's 
Stern  School  now  working  for  a  busi- 
ness-development consulting  firm.  "The 
entrepreneurship-studics  program 
bridged  that  gap  better  than  any  other 
academic  experience  I've  ever  had." 

Of  the  almost  100  schools  that  offer 
comprehensive  entrepreneurship  pro- 
grams, usually  in  the  form  of  a  concen- 
tration of  electives,  all  report  tremen- 
dous popularity  among  students.  At 
Rensselaer  Polytechnic  Institute,  100% 
of  the  MBA  students  take  one  of  the 
eight  entrepreneurship  classes  available, 
up  from  only  15%  who  took  the  single 
course  offered  five  years  ago.  At  Stan- 
ford University,  90%  take  at  least  one 
of  the  B-school's  nine  courses.  According 
to  Jerome  A.  Katz,  associate  director  of 
the  Jefferson  Smurfit  Center  for  Entre- 
preneurial Studies  at  St.  Louis  Univer- 
sity, schools  have  added  23  endowed  po- 
sitions in  the  past  two  years. 

The  study  of  entrepreneurs  has  come 
a  long  way  since  Myles  Mace  developed 
"Starting  New  Ventures"  at  Harvard 
University  in  1946.  Nowadays,  courses 
focus  on  much  more  than  how  to  get  a 


small  business  started.  I\ospective  MBAs 
learn  about  venture  capital  and  commer- 
cialization of  new  products.  They'll  use 
the  classic  case-study  method,  supple- 
mented by  lectures  from  such  promi- 
nent entrepreneurs  as  Ted  Turner  and 
Erederick  W.  Smith,  CEO  of  Federal  Ex- 
press Corp. 

Are  the  courses  making  a  difference? 
With  the  paucity  of  jobs  for  new  MBAs 
in  big  corporations,  many  grads  are  start- 
ing their  own  businesses — because  they 
have  no  alternative.  "  The  way  the  job 
market  looks  today,  running  my  own  en- 
terprises seemed  like  a  logical  choice," 
says  Mark  Junkunc,  who  earned  his 
MBA  last  June  from  the  University  of 
California  at  Eos  Angeles'  Anderson 
Graduate  School  of  Management.  I  le 
owns  a  cafe  and  is  now  pursuing  other 
business  ideas. 

Junkunc  is  not  alone.  Almost  22%  of 
Anderson's  1993  graduating  class  went 
into  startups,  buyouts,  or  businesses  with 
fewer  than  200  employees,  according  to 
Kathryn  M.  Van  Ness,  director  of  MBA 
career-management  services  at  Ander- 
son. "It's  not  as  easy  to  see  opportunities 
in  big  companies,"  she  says.  "Earlier 
MBAs  knew  if  they  went  into  big 
companies,  they  would  be  on  the  fast 


L<ven  now,  Chicago  s  scorr- 
laws  recall  tke  sport  warmly. 
♦  You  took  a  parking  ticket. 
Folded  il.  Crumpled  it.  I  lien, 
simply  koo ted  it  away.  ♦ 
rkirteen  tkousand  parking 
tickets  written  eack  day. 
Mayke,  <.  >  1 1  a  ckaritakle  day, 


1 


Row  A  New  type  Of  Computer  Put  A  Stop 
TO  ONE  OF  CHICAGO'S  FAVORITE 


10  percent  paid.  «  But  il  you're 
tkinking  of  playing  tkat  ge 
tkese  days,  officials  kave 
one  word  ol  advice:   [Don  t. 
Sun   computers  kave  keen 
installed.  And  tkey  are  very, 
very  effective.  ♦   Claim  tke 
meter  was  kroken,  and  a 
I  [earing  Officer  will  ckeck  a 
"meter  datakase  on  a  Sun 
computer.  Protest  tke  ticket 
isn't  yours,  and  a  scannec 
image  ol  tke  original  is  pulled 
from  a  datakase.  Yell  tkat 
you  re  in  a  Hurry,  and  all  these 


$299Anonth  24-month  lease  at  participating  dealers.  Tax,  license,  title  fees  and  insurance  extra.  Mileage  charge  of  10  cents  per  mile  over  30,000.  GMAC  must  approve  lease.  Example  based  iwi  -- 
S-Blazer  Tahoe  4x4;  $22,847  M.S.R.P.  including  destination  charge.  First  month's  lease  payment  of  $298.63,  $1260  down  payment,  plus  $325  refundable  security  deposit  for  a'tota!  of  S1883.65 
lease  signing  (includes  capitalized  cost  reduction).  Total  of  monthly  payments-  is  $71 67. 1 2.  Payments  may  be  slightly  higher  in  AL,  AR,  CA.  NY,  TX  and  VA.  Option  to  purchase  at  lease  end  for  Si  5,0 
Purchase  option  price  is  fixed  at  lease  signing  and  varies  by  moda,  equipment  level,  usage  and  length  of  lease.  Lessee  pays  for  excessive  wear  and  use.  See  your  participating  dealer  fdr'qua!* 
details.  Chevrolet,  the  Chevrolet  Emblem  and  Blazer  are  registered  trademarks  and  Chevy  and  Tahoe  are  trademarks  of  the  GM  Corp.  ©1 993  GM  Corp.  All  Rights  Reserved.  Buckle  up.  America! 


Barltgroiind  Photography:  BonJ  Falls.  ©1990  Monte  Nagler.  All  R.pKts  Krael 

Two  Summers,  Two  Winters,  Two  Springs, 
Two  Falls.  $299  A  Month. 

The  S-Blazer  2-Year  Lease.  $299  A  Month.  $1260  Down.  Wl  loever  said,  ""You  only  go  around  onceJ 


wrong,  V\  i  lli  the  S~Blazer  2~  War  Lease  Plan,  you  go  a  round  twice.  Tvvo  glorious  years  of  travel  anil  adveii 

I 

in  a  C  hevy  S~lBlazer   lahoe  4x4.  With  a  2()0~HIP  V  6,  electronic  automatic  transmission,  push-hu  | 

-1  W  0,  aluminum  wheels,  air,  and  power  -windows  and  locks,  £)~!Blazer  is  one  sport  utility  vehicle  that  8 
equipped  to  go  anywhere,  di>  anything.  S  =  lBlazer  gives  you  all  this,  and  alter  just  two  years,  it  gives 

S  .  R  I  4  7.» 


sonnet  hung  that  s  rare  in  a  lease;  your  freedom.  Make  the  next  two  years  the  hest  years  of 


your  life.  'Spend  them  in  a  C  lievy  ^".Blazer.  The  vehicle  that  originated  the  species.      I  H  E  \  R  0  11 


ENTREPRENEURS 


But  if  you  take  that  away,  they'll 
or  it  someplace  else." 
t  everyone  believes  entrepreneur- 
ed  MBAs  get  the  most  for  their 
v.  "Entrepreneurship  is  taught  in  a 
im  because  it's  taught  in  the  class- 
"  says  Lee  Roy  Beach  of  the  Uni- 
<f  of  Arizona.  He  worries  MBAs  may 
an  unrealistic  view  of  the  difficul- 
f  starting  a  business.  But,  he  adds, 
>etter  than  doing  nothing  at  all." 
ose  with  a  predisposition  toward 


new  ventures  are  using  what  they've 
learned.  Professor  Gary  Libecap  at  the  f~ 
University  of  Arizona's  Karl  Eller  /  _j 
Center  for  the  Study  of  the  Private 
Market  Economy  says  nearly  half  its 
graduates  have  launched  companies 
in  the  past  nine  years.  Adds  Profes- 
sor Dale  Meyer  of  the  University  of 
Colorado  at  Boulder:  "There's  real  mo- 
mentum in  the  field.  We're  looking  at 
the  wave  of  the  future." 
As  large  corporations  continue  to  re- 


structure, and  as  startup  busi- 
nesses become  even  more  of 
a  factor  in  reshaping  the 
economy,  demand  for  courses 
on  entrepreneurship  is  almost 
^certain  to  continue.  Skeptics 
may  point  out  that  schools 
have  turned  out  few  world- 
class  entrepreneurs.  But  great  entrepren- 
eurs, like  great  artists,  are  probably  born, 
not  made.  It's  the  rest  of  us  who  can  use 
all  the  help  we  can  get.  □ 


HOW  U.S.  BUSINESS  SCHOOLS  TACKLE  THE  SUBJECT 
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Entrepreneurship  is  the 
theme  of  the  recently 
revamped  MBA  program. 

Students  ask  questions  from 
miles  away  through  interactive  TV 
programs,  which  offer  classes 
in  entrepreneurship. 

Students  enjoy  close  working 
relationships  with  faculty,  ever 
graduation. 


after 


Currently  under  contract  with  the 
federal  government  to  build 
small-business  development  centers 
in  Eastern  Europe. 


13 


The  first  B-school  to  offer  a  course 
in  the  field  (1946);  has  published  three 
major  texts  on  the  subject  and  features 
three  student  competitions. 


5 


The  school  has  drawn  raves  from  top 
academicians  for  its  commitment  to 
teaching  entrepreneurship. 

Features  training  retreats  for  ^ 
prospective  student  businesses  and  an 
entrepreneurship-in-residence  program. 


RTHWESTERN Offers  a  solid  major  in  the 
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subject  with  close  ties  to  the  local 
business  community. 


One  of  the  few  places  where  you 
can  learn  about  LBOs  for  small 
businesses  in  an  entrepreneurial 
acquisitions  course. 
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Keeping  with  the  technological 
nature  of  the  program,  the  school's 
entrepreneurship  center  is  linked  to  a 
business  incubator  and  a  technology  park 


SAN  DIEGO 
STATE 

San  Diego 

SOUTHERN 
METHODIST 

(Cox) 
Dallas 

STANFORD 

Stanford,  Calif. 


UNIVERSITY 
OF  ARIZONA 

(Eller) 
Tucson 

UNIVERSITY  OF 
CALIFORNIA 

(Anderson) 
Los  Angeles 


About  40  schools  participate 
in  its  North  American  Business 
Plan  Competition. 

MBA  entrepreneurs  can  network 
with  area  venture  capitalists  at  the 
Southwest  Venture  Forum. 


Extensive  menu  of  electives 
available;  a  stone's  throw  away  from 
the  startup  mecca  of  Silicon  Valley. 

Since  1 984,  44%  of  the 
program's  grads  have  started 
new  businesses,  for  a  total  of 
52  companies. 

New  program  will  maintain  an 
internal  venture  capital  fund 
for  student  startups. 
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UNIVERSITY  OF  Won  tough  state  competitions,  ^ 

GEORGIA  (Terry)  explaining  their  top  showings  in 

Athens  national  contests. 

UNIVERSITY  Students  judge  entry  into  the  Annual  ^ 

OF  ILLINOIS  Entrepreneurship  Hall  of  Fame 

Urbana  for  the  Chicago  area. 

UNIVERSITY  OF  Excellent  research  and  $500,000  9 
PENNSYLVANIA  program  fund  to  seed  student 


(Wharton) 
Philadelphia 

UNIVERSITY 
OF  SOUTHERN 
CALIFORNIA 

Los  Angeles 

UNIVERSITY 
OF  TEXAS 

Austin 


businesses. 


Business  opportunities  abound  at 
LA.  Venture  Network  &  Venture 
Management  Assn. 


Home  of  the  most  courses  in  the      |  J 
subject;  hosts  MOOT  CORPr£1,  where 
the  best  schools  converge  for  the  Super 
Bowl  of  world  business-plan  competition. 


BUSINESS  WEEK/ENTERPRISE  1993  143 


wherever  it  is.  The  sky  over  Berlin?  The  sky  over  Yaounde?  Hong 
Kong?  At  any  moment  in  time,  Swissair  planes  are  flying  from  one 
sky  to  another.  So  Swissair  will  take  you  there,  any  time  you  need 
to  be  there.  And  to  110  cities  all  over  the  world.  With  or  without 
the  clouds.  For  reservations,  call  your  travel  agent  or  Swissair  at 
800-221-4750.  Swissair.  Time  is  everything^" 


Swissair 
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by  Gary  Beydler. 
Part  of  Swissair's 
Time  A  Motion 
Series. 


SPECIAL  ADVERTISING  SECTION 


THE 
FREQUENT 


TAKING  BREAKS  ON  BUSINESS  TRIPS 


a? 

El 


s  the  way  to  have  a  stealth  vacation  in  the  '90s. 


Some  executives  like  Stephen 
L.  Baum,  executive  N  ice- 
president  of  San  Diego  Gas  & 
Electric,  rack  up  so  many 
frequent-flier  miles  each  year 


that  dodging  over  to  Kauai, 
Hawaii's  Bali  Ha'a  island,  or 
Aspen  for  a  family  vacation  isn't 
much  of  a  cost  crunch. 

Even  so,  Baum  and  other 


smart  travelers  know  the 
score  these  days: 

•  Most  corporate  vacations 
have  to  be  short,  snappy  and 
stealth>  —  with  "bridges" 


•Slightly  higher  in  some  locations.  Per  night  rates  based  on  7-night  stay  for  studio  or  one  bedroom.  51993  Residence  Inn  by  Marriott,  Inc. 


Ordinary  hotel  room. 


Don't  get  packed  into  an  ordinary7  room.  Stay  at  Residence  Inn  by  Marriott.  You'll  get  a  room  with  a  full  kit 


Just: 


•om  Thursday  to  Tuesday 
11  you  can  count  on. 
•  Travel  expenses  are  so 
igh,  particularly  if  you  zip 
1  and  out  of  countries  where 
ie  dollar  is  a  wimp,  that  it 
ays  to  attach  vacations  to 
usiness  trips. 

"We're  reengineering 
;isure  time,"  as  one  auto 
larketing  executive  who  fol- 
)ws  that  strategy  puts  it. 

PLAY  ETHIC 

ome  managers  even  won- 
er  whether  a  vacation  can 
e  a  vacation  anymore,  con- 
idering  the  sophistication  of 
usiness  communications. 
]ellulars,  if  not  portahle 
axes,  can  make  the  beach  a 
andv  office  —  at  times. 


SPECIAL  ADVERTISING  SECTION 

THE 
FREQUENT 
TRAVELER 


"More  and  more  people  are 
having  a  tough  time  putting  work 
out  of  their  minds,"  says  Barry 
Lubetkin,  a  New  York  psycholo- 
gist who  specializes  in  anxiety- 
related  problems. 

In  fact,  as  executive-search 
consultants  note,  you're  expected 
to  leave  detailed  itineraries, 
including  phone  and  fax  num- 
bers, with  your  assistant  before 
taking  off  on  a  trip.  Result:  cor- 
porate messages  await  you  even 
as  you  check  in  at  a  resort. 


In  any  case,  tacking  vaca- 
tions onto  business  trips  is  a 
definite  trend,  according  to 
the  U.  S.  Travel  Data 
Center.  Most  executives 
who  do  that  are  attending 
conventions  or  trade  shows 
—  with  two  days  the  average 
stayover. 

Global  business  travelers 
tend  to  stretch  out  those 
vacation  breaks  if  the  city  is 
London,  Paris,  Hong  Kong 
or  a  similarly  irresistible  spot. 
Once  there,  make  the  most  of 
it  —  that's  the  reasoning. 

But  right  here  at  home, 
from  northern  climes  to 
the  Sunbelt,  travelers  are 
grabbing  onto  the  deals 
that  hotels  are  offering  to 
help  you  segue  from  work 
to  play. 


Residence  Inn  by  Marriott  room. 

-ee  continental  breakfast  and  more.  For  reservations,  call  800-331-3131  or  your  travel  agent. 

i  night. 


The  next  best 
thing  to  home. 


:i;v 


Don't  overlook  several  key 
considerations: 

•  Choose  your  business 
hotel  with  vacationing  very 
much  in  mind. 

Even  though  your  com- 
pany may  recommend  a 
particular  hotel  with  a 
negotiated  rate,  take 
advantage  of  all  the  corpo- 
rate options  available. 

In  Manhattan,  for 
instance,  you  could  stay  at  the 
Sheraton  Center  smack  on 
Times  Square,  the  cozy  Park 
Sheraton  in  Murray  Hill  or 
the  regal  Sheraton  St.  Regis. 

•  Stay  over  a  weekend  so 
that  you  benefit  from  a 
Saturday  night  stopover  with 
much  lower  airfare. 

Coming  into  town  for  a  two- 
day  trade  show  on  Sunday  and 
then  playing  tourist  from 
Wednesday  evening  through 
Saturday  morning  (and  fly  ing 
home  to  the  kids)  doesn't  make 
much  financial  sense.  You'll 
pay  dearly  for  the  far  higher 
airfare. 

•  Research  your  side  trips 
—  from,  say,  Houston  to 
Galveston  or  Orlando  to 
Busch  Gardens  —  so  that 
you  make  the  best  use  of 
your  time. 

^  ou  may  want  to  book  a 
w  eekend  car  rental  and  take 
off  for  the  country  side  —  or 
go  out  on  a  day  sail. 

Whatever  promotional 
packages  hotels  offer,  they 
generally  come  down  to  two 
nights  for  one  —  with  deals 
easily  arranged  for  a  third  or 
fourth  extra  day  —  plus 

such  as  a  continental 
eakfast  or  discounted  tick- 
ets to  tourist  attractions. 


During  the  winter  business 
season,  not  all  the  rewards  are  in 
the  Sunbelt.  There's  skiing, 
skating  or  just  museum  browsing 
in  the  Snowbelt  to  get  your  mind 
off  of  work. 

Here  are  some  top  ideas  for 
super-short  vacations  in  key 
business  centers.  (Note  the 
direct  line  to  the  hotel  as  well  as 
"800"  number  —  it's  usually 
worth  a  call  to  the  front  desk  to 
iron  out  special  deals.) 


CHILLING  OUT  ON  THE  WEST  COAST 

SEATTLE:  Stroll  through  the  food 
stalls  of  Pike  Place  Market. 
Go  antiquing  in  historic  Pioneer 
Square  —  with  microbrewery 
pubs  for  a  pause  that  refreshes. 


ets  to 


Seattle's  oppulent 
Sorrento  Hotel. 


Explore  Puget  Sound  by 
ferry  .  Tour  the  gigantic  747 
jumbo  Jet  assembly  line  at 
Boeing  north  of  the  city. 
And  brunch  at  Salish  Lodge 
(800/826-6124,  206/888-2556) 
at  Snoqualmie  Falls  a  half- 
hour  drive  into  Washington's 
logging  country. 

Not  bad  for  those  extra 
vacation  days  —  when  you've 
always  wanted  to  see  Seattle. 
Two  of  your  best  bets  for  a 
lengthened  stopover:  the 
Sheraton  Seattle  (800/325- 
3535,  206/62  1-9000), 
renowned  in  the  Pacific 
Northwest  for  the  seafood 
and  regional  specialties  in 
its  modernistic  restaurant, 
Fullers,  and  Sorrento  (800/426- 
1265,  206/622-6400),  a  small, 
clubby  member  of  Preferred 
Hotels  —  with  comp  limos, 
cellular  phones  and  other 
helpful  extras. 

SAN  FRANCISCO:  If  you're  doing 
business  in  Silicon  Valley,  no 
one  said  you  couldn't  stay 
right  in  San  Francisco  and 
drive  45  minutes  down  the 
peninsula  to  appointments. 
Some  of  the  valley 's  hamlets 
—  and  hotels  —  are  strictly 
ho-hum.  So,  in  your  travel 
strategy  ,  let  the  city  by  the 
Golden  Gate  Bridge  romance 
you  with  its  cutting-edge 
restaurants,  risque  cabarets 
and  cultural  splashes  when 
you're  not  talking  chips, 
computers  and  Rising  Sun 
with  electronics  geniuses. 

A  good  way  to  see  San 
Francisco's  skyline  —  with 
the  Bay  Bridge,  Russian  Hill 
and  the  pyramidal  Trans- 
america  tower  among  the 
landmarks  —  is  to  settle  in  at 
the  San  Francisco  Marriott 


Why  are  so  many  frequent  flyers 
so  attracted  to  Qantas? 


j.  - 


Well,  for  starters,  you  won't 
catch  us  without  frequent 
flyer  miles. 

Fly  Qantas  to  Australia  or 
the  South  Pacific,  and  you  can 
choose  to  earn  mileage  with 
either  Alaska,  Canadian  or 
American  Airlines,  or  with 
our  own  program.  Birds  of  a 
feather,  and  all  that. 

Of  course,  some  frequent 
flyers  come  flocking  for  the 
service  and  genuine  Australian- 
style  welcome  that  you  just 
can't  find  anywhere  else. 

Others  come  for  the  world- 
renowned  reputation  for  both 
safety  and  maintenance.  One 
of  the  youngest  fleets  flying. 
As  well  as  the  most  nonstops, 
including  the  only  daylight  and 
nonsmoking  departures. 

Our  schedules  really  do 
leave  you,  well...  free  as  a  bird. 

You'll  probably  find  reasons 
of  your  own.  So  the  next  time 
you  fly  South,  try  Qantas. 

Contact  your  travel  agent 
or  call  us  at  1-800-227-4500. 


THE AUSTRAL/AN  AIRLINE 


61993  Qantas  Airways 
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(800/228-9290,  415/896- 
1600)  and  have  a  drink  or 
snack  in  the  39th  floor  View 
Lounge.  The  art  deco  hotel 
is  in  the  middle  of  the  city's 
born-again  SoMa  (South  ol 
Market  Street)  district  where 
creative  bistros  and  avant 
garde  art  galleries  happily 
c<  ie\isl . 

Atop  Nob  Hill,  the  palatial 
Fairmont  (800/562-1003) 
oilers  complimentary 
upgrades  to  a  suite,  it  you're 
rooming  in  the  President's 
Club,  along  with  alluring 
weekend  packages  —  with 
most  tourist  targets  only  a 
cable-car  ride  away. 

LOS  ANGELES:  Flying  into  L.  A. 
in  the  winter  from  northern 
cities  is  like  lucking  into  a 
near-vacation.  You  may 
need  a  sweater,  but  usually 
it's  sunny,  warm  and  as 
loaded  w  ith  divertissements 
as  any  town  —  anywhere. 
There  are  Steven  Spielberg's 
special  effects  at  Disneyland, 
the  sensational  I  niversal 
Studio  tour  (with  train  crash- 
es, falling  bridges,  Backdraft 
fires  and  DeLorean  sky 
rides),  a  stroll  through  the 
magnificent  Getty  Museum 
perched  above  the  Pacific  or 
simply  a  slow  day's  journey 
along  Mullholand  Drive  for 
spectacular  views  of  L.A. 

If  you  park  yourself  at  the 
Ritz-Carlton  ( S00/24 1-3333, 
213/823-1700),  set  in  the 
waterscape  of  Marina  del 
Rey  10  minutes  from  LAX, 
you  can  conduct  business 
while  soaking  up  the  swim- 
ming-and-sailing  ambience  of 
one  of  L.A.'s  loveliest 
locales.  At  Century  City, 
built  on  the  back  lot  of 


THE 
FREQUENT 


Twentieth^ Century  Fox  in  the 
heart  of  L.A.'s  West  Side,  there's 
an  action-packed  pool  scene  — 
often  used  by  fashion  photogra- 
phers —  at  Westin's  Century 
Plaza  (S00/22S-3000,  310/277- 
2000),  a  Sixties  hotel  designed  by 
I.  M.  Pei  but  still  classy  enough 
to  host  the  Oscar  night  banquet. 
Nearby  are  all  the  enticements  of 
Beverly  Hills.  If  you  want  to 
walk  out  your  front  door  and 
into  the  shopping  scene  along 
Rodeo  Drive,  still  a  stunning 
array  of  top  shops  even  in  the 
austere  Nineties,  take  a  room  or 
suite  —  with  terrace  or  balcony 
—  at  the  Regent  Beverly  Wilshire 
(K00/545-4000,  310/275-5200)  — 
it's  a  recently  restored  classic 
with  magnificent  marble,  hand- 
some woods  and  a  grandeur 


The  landmark 
del  Goronado  overlooks 
the  Paeifie  in  San  Diego. 


befitting  Quo  Vadis. 

.lust  hope  that  your  com- 
pany is  staging  a  meeting  at 
the  Spanish  colonial  Four 
Seasons  Biltmore  (800/332- 
3442,  805/969-2261),  a  beau- 
ty at  seaside  in  Santa 
Barbara,  with  mountains  as 
a  backdrop,  where  staying 
on  a  few  days  can  be  a  real 
treat.  There  are  fireplaces  in 
guest  rooms  to  ward  off  mid- 
w  inter  chills,  along  with  priv- 
ileges at  a  chic  private  swim- 
ming club. 

SAMMEW:  It's  hard  not  to 
think  of  pleasures,  along 
with  business  pressures, 
when  you're  in  southern 
California's  city  with  the  per- 
fect climate. 

For  diversions,  downtown 
offers  a  nest  of  boutiques, 
bistros  and  bars  called 
Horton  Plaza,  and  across 
the  long  bridge  is  Goronado 
Island,  a  play  ground  for  ten- 
nis, golf  and  sailing  buffs. 
And  don't  forget  the  much- 
acclaimed  San  Diego  Zoo  — 
or  a  trolley  trip  over  the  bor- 
der to  sample  the  treats  of 
Tijuana. 

The  V  ictorian-sty  le  del 
Coronado  (800/HOTEL- 
DEL  619/522-8000),  with 
red-roofed  turrets  and  tennis- 
white  trim,  is  a  retro  delight 
that  can  easily  serve  as  a 
base  for  doing  business  with 
San  Diego's  many  electron- 
ics companies.  Going  mod- 
ern? Try  the  tony  new 
Loews  Coronado  Bay 
(800/235-6397),  619/424- 
4000)  on  a  15-acre  peninsula 
all  its  own,  with  garden 
swimming  pools,  an  SO-slip 
marina  and  fixe  tennis 
courts.  If  you're  not  a  beach 


8W-222-TTOE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
ries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
"able.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

Whenyour  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


nut  and  simply  want  to  enjoy 
the  city  and  its  environs, 
check  into  the  landmark 
Ulysses  S.  Grant  (800/426- 
0670,  619/232-3121),  looking 
a  lot  like  the  Peninsula  in 
Hong  Kong  and  chockahlock 
with  antiques.  In  a  totally 
different  mode  —  with 
gleaming,  elliptical  towers 
that  provide  grand  views  of 
the  ocean,  hay  and  city 
from  the  upper  stories  —  is 
the  resort-style  Marriott 
(800/228-9290). 

San  Diego's  "Silicon 
Beach"  of  high-tech  compa- 
nies stretches  considerahly 
northward.  In  suhurhan  La 
Jolla  the  venerahle,  sophisti- 
cated La  Valencia  (800/451- 
0772,  619/454-0771)  can  eas- 
ily mellow  you  over  a  week- 
end —  with  Pacific-view  din- 
ing up  top.  And  if  golf  is 
your  nerve-soother,  go 
another  10  minutes  north 
to  La  Costa  Resort  and  Spa 
(800/854-5000,  619/438- 
9111),  which  can  fix  you  up 
with  a  loofah  scrub  or  herbal 
wrap,  tennis  lessons  with 
Pancho  Segura  or  a  round  of 
golf  on  the  course  used  by 
The  Infiniti  Tournament  of 
Champions. 


escapini;tothksi\beii 

PIIIILMX:  You  may  be  visiting 
Allied  Signal,  America 
West,  American  Express, 
Dial,  Honeywell,  Motorola 
—  or  other  blue-chip  com- 
panies —  in  Arizona's 
boomtown,  if  you're  not 
already  spending  a  few 
days  there  at  a  convention. 
Blast-furnace  hot  in  the 
summer,  Phoenix  is  pic- 
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ture-perfect  warm  and  dry  in 
the  winter,  great  for  golf,  swim- 
ming and  a  Friday-to-Tuesday 
break. 

In  Scottsdale,  Phoenix's 
easterly  sister  city,  is  the  casita- 
style  Stouffer  Cottonwoods 
Resort  (800/468-3571,  602/991- 
1414),  which  offers  the  chain's 
bargain  "Breakations"  with 
welcome  cocktail,  continental 
breakfast  and  daily  lunch 
included  in  the  package  and  six 
golf  courses  nearby. 

It's  water,  water  almost  every- 
where at  the  ingeniously  designed, 
10-pool  recreational  layout 
attached  to  the  Hyatt  Regency 


The  golf  course  at  the 
Hyatt  Regency 
Scottsdale. 


Scottsdale  (800/233-1234, 
602/991-3388),  and  the  27 
holes  of  golf  on  the  old  Gainey 
Ranch  the  resort  occupies 
range  from  easy  for  beginners 
to  demanding  even  for  pros. 

DALLAS:  Imagine  a  fitness  cen- 
ter that  fills  almost  two  acres 
—  with  a  gym,  indoor  track, 
sauna,  steambath,  indoor 
and  outoor  pools,  a  sundeck 
and  six  tennis,  eight  raquet- 
ball  and  two  squash  courts. 
Where  else  do  you  find  this 
but  in  the  Verandah  Club  at 
Loews  Anatole  (800/235- 
6397/214/748-1200),  the  red- 
brick megahotel  of  Dallas. 
The  city  has  plenty  of  top 
restaurants,  from  the  Routh 
Street  Cafe  to  the  Palm  and 
Morton's  of  Chicago,  but  the 
Anatole  itself  has  its  share  of 
dining-out  —  or  rather  din- 
ing-in  —  establishments  with 
Mediterranean  cuisine  at 
L'Entrecote,  northern 
Mexican  dishes  in  La 
Ksquina  and  American 
specialties  in  the  three- 
star  Nana  Grill. 

A  lot  of  business  travelers 
on  the  Dallas  circuit  end  up 
in  Las  Colinas,  a  microcosm 
of  corporate  America  20 
minutes  outside  town.  And 
your  best  refuge  from  work 
there  is  the  Four  Seasons 
Resort  and  Club  (800/332- 
3442,  214/717-0700),  which 
plays  host  to  the  annual 
GTE  Byron  Nelson  Golf 
Classic.  The  aerobics-to-shi- 
atsu  spa  gets  your  heart  up 
to  speed  after  the  day's  semi- 
nars or  appointments.  On 
the  way  into  town  you  pass 
right  by  the  Dallas  Cowboys' 
stadium,  so  why  not  take  in  a 
game  while  weekending? 


Free 

upgrades 


to  Europe 

FIRST  CLASS  UPGRADE 

Now,  tin-  ultimate  in  comfort  is  yours  when  yon  buy  a  hill-fare  Business  Class 
ticket.  Enjoy  sleeper  seats.  Fine  (lining.  First-run  entertainment  and  special 
attention  to  your  every  need.  TWA's  First  Class  is  our  ultimate  expression  of 
personal  comfort  to  Europe. 

BUSINESS  CLASS  UPGRADE 

Now,  it's  automatic,  when  you  buy  a  full-fare  unrestricted  Comfort  Class 
(economy)  ticket.  Settle  back  in  TWA  s  wider,  more  comfortable  seats.  There's 
plenty  of  room  to  work  or  simply  stretch  out  and  relax.  Our  Business  Class 
makes  a  long  trip  to  Europe  an  extended  pleasure. 

COMFORT  CLASSSM 

Even  if  you  don't  take  advantage  of  our  upgrades,  you  still  get  a  bonus  on  TWA.  Comfort  Class 
passenger  service  offers  more  legroom  than  any  other  airline  to  Europe,  and  more.  In-flight 
drinks,  movies,  and  headsets  are  free.  We've  even  added  footrests  to  help  you  relax. 

As  an  added  bonus,  TWA's  special  Euro-upgrades  also  include  upgrades  on  all  domestic 
connecting  flights  to  Europe.  TWA's  special  Euro-upgrades  are  yours  for  the  asking  for  travel 
now  through  December  31st,  and  no  special  coupons  are  required. 

TRAVEL  WITH  THE  CARD 

Whichever  class  you  choose  to  fly,  be  sure  to  use  the  American  Express"  Card  to  purchase 
your  ticket.  Because  when  you  travel  with  American  Express,  you'll  be  backed  by  a  worldwide 
network  of  over  1,700  Travel  Service  locations,*  ready  to  assist  you  with 
everything  from  local  sightseeing  arrangements,  check  cashing,  travelers  fg? 
cheques  and  the  replacement  of  a  lost  or  stolen  Card,  usually  by  the  end  of 
the  next  business  day.  And  you'll  have  the  security  of  knowing  you  can 
access  the  Global  Assist  "  Hotline,  which  can  refer  you  to  a  doctor,  lawyer 
or  even  a  translator,  with  just  one  phone  call. 

So,  the  next  time  business  takes  you  to  Europe,  take  TWA  and  the 
American  Express  Card.  For  reservations  ami  information  call  your  travel  agent,  or  TWA 
at  1-800-892-4141. 


Don't  Leave  Home  Without  It' 


rwA 


The  most  comfortable  way  ^° 


are  limited.  Offer  valid  only  on  flights  operated  by  TWA.  Offer  does  not  apply  to  airlines  operating  under  TWA  code  sharing  agreements.  Upgrades  valid  with  purchase  of 
UP  fares  prior  to  commencement  of  travel.  Not  valid  in  conjunction  with  any  other  discount,  marketing  promotion  or  certificate.  Travel  must  be  completed  by  12/31/93. 
jbject  to  change  and  government  approval. 

irises  Travel  Service  locations  of  American  Express  Travel  Related  Services  Company,  Inc. ,  its  affiliates  and  Representatives  worldwide. 
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HOUSTON:  The  sprawling  Texas 
metropolis  offers  tourist 
delights  as  well  as  oil  —  with 
worthwhile  side  trips  to  see 
the  NASA  Space  Center  and 
the  gingerbread  houses  and 
shops  along  the  Gulf  in 
Galveston.  Three  standouts 
for  longer  stays:  the  deluxe 
Ritz-C  arlto  n  H  o  u  s  t  o  n 
(800/241-3333,  713/840- 
7600)  with  sterling  service 
and  upper-crust  patrons, 
the  resort-like  Omni  Houston 
( S00/332-3442,  7 1 3-843-6664 ) 
nestling  in  a  park  a  mile  from 
the  boutique-packed  Galleria 
and  the  Doubletree  at  Post  Oak 
(800/222-8733),  a  majestie  I. 
M.  Pei-designed  palace  also 
elose  to  top  shops. 

MIAMI:  Watch  fashion  models 
pose  in  front  of  art  deco 
cafes  in  South  Beach. 
Combing  through  the  designer 
boutiques  and  flea  markets  in 
Coconut  Grove.  Sample  foods 
from  Spanish  tapas  to  fresh 
lobster  at  the  Bayside  Market- 
place downtown.  Or  visit 
Little  1  lavana  on  a  stroll 
along  Calle  Ocho.  Miami 
today  is  fast-forward  with 
fun  and  froth. 

1  lere  are  two  fine  hotels 
for  stayovers,  each  with  a 
personality  all  its  own: 

•  The  deluxe  Inter-Continental 
Miami  ( 800/327-0200,305/577- 
1000),  a  marble  tower  adjacent 
to  the  Marketplace  with  an 
outdoor  pool  and  rooms  with 
stunning  views. 

•  Hie  2,400-aere  Doral  Resort 


The  Doral  Resort  is 
minutes  away  from 
downtown  Miami. 


the 
frequent 
traveler 


and  Country  Club  (800/223-6725, 
305/592-2000)  where  you're  only  20 
minutes  from  downtown  offices  and 
only  footsteps  away  from  a  Peter 
Burwash  tennis  complex  and  five 
championship  golf  courses. 

Mill  Alii):  It's  worth  a  stayover,  even 
with  icy  winds  off  Lake  Michigan. 
The  museums,  concerts,  architec- 
ture and  simply  the  views  from 
atop  the  Hancock  and  Sears  tow- 
ers add  up  to  a  memorable  two 
days  —  and  in  spring  and  summer 
the  whole  lakefront  blossoms. 

If  you've  seen  The  Fugitive,  you 
practically  know  your  way  around 
the  expensively  renovated  Chicago 
Hilton  and  Towers  (800/465-4329, 
312/922-4400)  —  Warner  Brothers 
spent  eight  months  shooting  on  the 
premises  with  scenes  that  include 
the  Versailles-style  Conrad 
Hilton  Suite. 


Overlooking  Grant  Park 
and  the  lake,  the  grand  hotel 
is  an  oasis  of  diversions,  from 
Kitty  O'Shea's,  great  for  Irish 
grog,  to  an  enormous  athletic 
club  with  pool  and  track.  Be 
sure  to  ask  for  Hilton's 
"Bounceback"  package. 

Another  top  base  camp  for 
venturing  around  Chicago  is 
the  brand-new  Sheraton 
Hotel  &  Towers  (800/325- 
3535,  312/464-1000).  It's 
right  up  against  the  Chicago 
River  and  close  to  the  city's 
best  shopping  on  Michigan 
Avenue,  otherwise  known  as 
the  "Magnificent  Mile." 


In  the  blur  of  a 
business  trip  to  D.C.  you  can 
almost  forget  that  Washington  is 
one  of  the  world's  most  beauti- 
ful —  and  intriguing  —  capitals. 
Now,  with  the  heart- wrench- 
ing Holocaust  Museum  added 
to  the  list  of  must-see  museums 
and  other  tourist  sights,  you'll 
find  that  extending  your  stay 
can  be  an  eye-opener.  And 
after  you've  done  the  museum 
circuit,  stroll  the  quaint  streets 
of  Georgetown  and 
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Alexandria  —  and  carve  out 
time  for  dinner  at  the  Red 
Sage,  Galileo  and  other  restau- 
rants where  political  luminar- 
ies hang  out.  Where  to  stay? 

•  The  JW Marriott  { 800/228- 
9290,  202/393-2000).  The 
chain's  flagship,  couldn't  have 
a  better  location  —  within 
steps  of  the  White  House  on 
Pennsylvania  Avenue. 

•  The  stylish  Wyndham 
Bristol  (800/822-4200, 
202/955-6400)  is  away  from 
D.C.'s  mammoth  government 
buildings  and  close  to 
Georgetown's  main  stem. 

NEW  YORK:  From  the  glitter  of 
Broadway  to  the  ateliers  of 
Soho  —  and  don't  forget 
"Museum  Mile"  on  upper 


THE 
FREQUENT 
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Fifth  Avenue  —  New  York  is  a 
draw  few  other  cities  can  equal. 

What  makes  the  Peninsula 
(800/223-6800,  212/247-2200)  so 
different  and  so  good  for  a  few 
spare  days  after  your  Wall  Street 
appointments?  It's  at  Fifth  and 
55th  almost  across  from 
Tiffany's.  It's  also  the  New  York 
branch  of  a  vaunted  Far  East 
chain  known  for  its  white-glove 
service.  The  spa  on  its  upper 
floors  is  gorgeous  —  for  its  views 


as  well  as  facilities,  which 
incidentally  include  a  bar  and 
lunch  buffet. 

Now  more  refined  than 
raunchy  after  a  cleanup, 
Times  Square  has  three  hotel 
newcomers  of  note:  the 
nation's  fanciest  Embassy 
Suites  (800/362-2779,  212/719- 
1600)  atop  the  Palace  theater 
and  all  dolled  up  in  cheery 
colors,  the  neon-knockout 
Holiday  Inn  Crowne  Plaza 
(800/465-4329,  212/977-4000) 
with  a  50-ft.  indoor  pool  and  a 
snazzy  bar  for  Broadway- 
watching  and  the  New  York 
Renaissance  (800/228-9898, 
212/765-7676),  handsomely 
corporate  and  catering  to 
business  travelers  who  want 
to  just  let  go  after  work. 


Fly  to  Europe.  See  more  of  the  U.S. 


Use  the  miles  you've  earned  flying  British  Airways  internationally  towards  travel  awards  throughout  the  U.S.  Because  USAir, 
American  Airlines"  and  Alaska  Airlines  are  all  part  ot  British  Airways  Executive  Club8  Frequent  Traveller  Programme,  you  can 
see  a  lot  more  of  the  U.S.  It's  the  way  ire  make  you  feci  that  makes  us  the  world's  favourite  airline. 


British  Airways 

The  worlds  favourite  airline 


THE  (OMORDE  CORPORATE  COUMITE 

ow  hard-sided  briefcases  fit  in  the  overhead  bins. 


"It's  a  time-management 
tool."  says  Peter  Liney. 
group  brands  manager  of 
British  Airways  I  800  24  7- 
92°7>.  neatly  summing  up 
Wall  Street's  continuing  loy- 
alty to  the  Concorde  in  the 
austere  '90s. 

The  bullet-fast  jetliner  that 
wo\a  ed  everyone  trom 
Preston  Tiseh  to  Johnny 
Carson  with  its  westward 
schedule  —  you  leave 
Heathrow  on  Flight  001  at 
10:30  a.  m.  but  arrive  at  JFK 
at  9:20  a.  m.  —  is  still  luring 
wheeler-dealers,  some  of 
whom  clean  up  business 
matters  in  a  few  hours  and 
then  catch  the  afternoon 
Concorde  back  to  London  in 
time  for  a  good  night's  sleep. 

Shed  a  tear  for  America's 
failure  to  develop  an  SST  in 
the  early  '70s,  but  that's  his- 
tory. \\  hat's  amazing  is  the 
1 7-y  ear-old  fleet  of  seven 
British  Airways  Concordes 
i  along  with  Air  France's 
similar  contingent)  is  still  the 
fastest  in  the  world,  rew  ing 
up  to  1.350  miles  per  hour 
I  Maeh  2  >  some  25  minutes 


after  takeoff.  And  the  airline 
claims  its  star  performers  will  see 
sen  ice  —  no  serious  worries 
about  arthritis  —  well  into  the 
21st  century,  with  the  year  2005 
the  target  date  for  retirement. 

Even  with  this  monopoly  on 
commercial  speed.  BA  has  just 
given  each  of  its  Concordes  a 
major  $1.5-million  facelift. 

•  Overhead  bins  can  now 
comfortably  accommodate 


The  BA  Concorde 
takes  off  on  a  time- 
saving  trip  to  London. 


hard-sided  briefcases. 

•  Between-seat  armrests 
in  the  2-2  configuration  can 
now  disappear  —  a  nice 
extra  if  the  adjoining  seat  is 
empty  and  you  want  to 
stretch  out  and  nap.  ( \  ou 
have  to  doze  off  fast  to 
squeeze  in  sleep  in  the  swiff 
flight  of  only  three  hours  20 
minutes.) 

But  for  fast-trackers,  the 
best  news  may  be  on  the 
ground  where  BA  has  intro- 
duced a  last-minute  booking 
system  —  complete  with 
boarding  card  —  and  a  Herts 

Min  o54-5151  ■  limo  serv  ice 
to  deliver  you  to  your 
appointment  at  the  other 
end.   All  of  this  for  S6.999. 
Take  into  account  the  entire 
business  day  in  London  or 
New  York  you  would  other- 
\\  ise  have  to  pay  for.  without 
the  Concorde's  convenience, 
and  the  supersonic  transat- 
lantic shuttle  makes  a  lot  of 
bottom-line  sense. 

As  Randy  Petersen,  editor 
and  publisher  of  InsideFfyer, 
notes.  "It's  one  way  to  earn 
frequent-flier  miles  —  fast." 
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ZOOMING  AROUND  EUROPE 
ON  'BULLET'  TRAINS 

London-Paris  rail  commute  is  only  months  away. 


Happily  for  business  travel- 
ers on  the  European  circuit, 
there's  an  easy  answer  to 
crowded  airports  and  airfare 
sticker  shock  —  trains  that 


fly  on  the  ground. 

While  the  Japanese  invented 
the  "bullet"  train  for  the  Tokyo- 
Osaka  run,  the  so-called 
shinkansen  rarely  goes  faster 


than  about  125  mph.  On  the 
Paris-Tours  segment  of  the 
trip  to  Bordeaux,  France's 
nifty  TGV  (Train  a  Grande 
Vitesse)  routinely  hits  185 


Fly  in  the  U.S.  See  more  of  Europe. 


Because  USAir  is  now  part  of  British  Airways  Executive  Club"  Frequent  Traveller  Programme,  you  can  apply  the  miles 
rou've  earned  on  USAir  towards  both  international  and  domestic  travel  awards  on  British  Airways  and  its  partners.  Now  you 
:ansee  a  lot  more  of  the  world.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 

The  worlds  favourite  airline 


mph.   And  while  the 
Germans  play  around  with 
their  glamorous,  super-fast 
maglev  (magnetic  levitation) 
test  trains,  ICEs  (InterCity 
Expresses)  of  conventional 
design  speed  between 
Wurzberg  and  Munich  at 
1  50  mph. 


In  fact,  on  far 
more  routes  than  you'll  find 
in  America,  the  train  match- 
es —  or  beats  — -  the  plane  in 
Europe.  It's  an  advantage 
that  many  1 1.  S.  executives 
acknowledge  but  then  ignore 
when  they  plan  a  European 
swing  around  the  EG. 

Even  the  barrier  of  the 
English  Channel  is  coming 
down.  Next  May  the 
"Chunnel"  directly  linking 
Britain  and  Erance  will  open 
for  business  with  autos  and 
trucks  riding  on  flatcars. 
And  in  late  August  comes  the 
the  mega-event,  the  first 
transport  of  business  and 
leisure  travelers  through  the 
21 -mile  tube. 

If  all  goes  well,  the  less- 
than-four-hour  TGV  trip 
between  Europe's  two  great- 
est business  hubs,  London 
and  Paris,  will  take  about  the 
same  time  as  a  door-to-door 
commute  by  plane  —  assum- 
ing a  one-hour  flight  and  an 
hour-plus  at  each  end  for  get- 
ting to  and  from  the  airport 
and  checking  in. 

l*\STIIIi;Mllill\lk:  In  service 
since  the  early  '80s,  TGVs 
are  now  racing  out  of  Paris 
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all  over  the  Erench  landscape  — 
and  showing  up  across  the  bor- 
der in  Geneva  (three-and-a-half 
hours),  the  P  rench-speaking  city 
loaded  with  international  banks 
and  corporate  headquarters. 


The  newest 
TGV  route  is  Paris-Lille  (one 
hour),  slated  to  be  extended  to 
Brussels  (one  hour  and  a  quar- 
ter), the  capital  of  the  European 
Community,  by  1996.  The 
TGV  operates  out  of  the  Gare 
du  Nord,  which  happens  to  be  a 
mess  right  now  because  of  con- 
struction of  facilities  for 
Chunnel  trains. 

LYONS  LINE:  Heading  for  Lyons, 
France's  second  largest  industri- 
al city?  Paris-Lyons  was  the 
first  route  of  the  TGV,  with  the 


now-familiar  orange-colored 
"bullet"  trains  zipping  in  and 
out  of  Gare  du  Lyons. 

The  train  is  no  longer  just  J 
a  showcase  on  wheels. 
Today,  there  are  20  TGVs 
daily  in  each  direction  on  the 
Paris-Lyons  run  (about  two 
hours).  And  you  can  use 
charge  cards  to  buy  tickets 
from  machines.  Some  of  the 
trains,  by  the  way,  proceed 
farther  south  to  Marseilles. 

HEADING  FOR  TOULOUSE:  You  can 

tear  out  to  Brittany  —  west 
of  Paris  —  on  the  TGV  (two  | 
hours). 

But  you're  more  likely 
to  be  doing  business  in 
Bordeaux  and  Toulouse  to  ] 
the  southwest.  And  there 
you  have  a  choice  of  22 
TGVs  daily,  all  in  blue  liv- 
ery with  private,  com- 
modious seats  and  com- 
partments beloved  by 
executives.   You  catch 
trains  for  the  Paris- 
Bordeaux  run  (three  hours)! 
at  Gare  du  Montparnasse,  a 
rail  station  rebuilt  with 


>  Germany's  InterCity 
E  presses  race  from 
Hamburg  to  Munich. 


Where  time  conform; 
toyour  wishes 


With  our  newly  redesigned  International  Firsjt  Class 
service,  time  is  indeed  what  you  make  it. 

Because  now  you  have  the  option  of  designing 
your  own  flight  experience.  Indicating  whether  you 
prefer  full  meals  or  light  repasts,  determining  the  time 
you  wish  to  wake,  even  the  pace  at  which  you  dine. 

After  all,  we  want  you  to  have  proper  time  to 
savor  Beluga  caviar,  Dom  Perignon  Champagne  and 
the  many  other  refinements  of  our  renowned 
International  First  Class  service. 

Come  fly  the  airline  that's  unitings^e  world.  Come 
fly  the  friendly  skies. 


e:d  Airlines 
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The  Hotel  Okum  is  the  first  choice 
of  executive  travellers  from  all 
over  the  world.  Why?  We 
invite  you  to  come  see 
and  understand. 

Contact  your  travel  agent 

or  our  hotel  representatives: 

THE  LEADING  HOTELS  OF  THE  WORLD 

PREFERRED  HOTELS  &  RESORTS 
WORLDWIDE 

DISTINGUISHED  HOTELS 

TETLEY/MOYER  &  ASSOCIATES 

UTELL  INTERNATIONAL 

HOTEL  OKURA,  TOKYO,  JAPAN 
2-10-4  Toranomon,  Minato-ku, 
Tokyo  105,  Japan 
Tel:  03-3582-0111  Fax:  03-3582-3707 
Telex: J22790 

HOTEL  OKURA  OFFICES 
.  WORLDWIDE 

New  York  Tel:  212-755-0733 
Los  Angeles  Tel:  213-488-1477 
Amsterdam  Tel:  020-6761160 
Hong  Kong  Tel:  895-1717 


cIheFkadirigHotels 
ot  th'^World ' 


great  fanfare  but  unfortunately 
chaotic  because  of  the  pileup  of 
suburban  and  long-distance  traffic. 

About  a  half  dozen  trains  go 
on  to  Toulouse  on  a  pokey 
branch  line  (two  hours  to  cover 
just  160  miles).  The  city  is  a 
turnstile  for  executives  visiting 
Aerospatiale,  the  European 
aerospace  conglomerate  that 
produces  the  Airbus  series  — 
it's  like  going  to  Seattle  to  see 
Boeing.  There's  a  question,  in 
this  case,  whether  you  might 
just  as  well  hop  aboard  a  one- 
hour  Air  Inter  flight  out  of 
Orly  rather  than  waste  a  half 
day  on  the  train. 

PLANE  TO  TRAIN:  To  neaten  up  the 
whole  network,  France's 
SNCF  is  opening  a  terminal 
next  June  at  Charles  de 
Gaulle  International  Airport 
where  trains  from  the  north 
will  connect  with  those  going 
south. 

With  the  Ghunnel  in  busi- 
ness, you'll  be  able  to  board  a 
train  in  London  and  go  by  rail 
all  the  way  to  Lyons  —  without 
taxiing  from  one  station  to 
another  in  Paris.  (That's  a 
tradeoff  of  efficiency  and  cost 
saving  vs.  the  esthetic  delights 
of  the  Parisian  street  scene.) 

Adds  Dagobert  Scher,  CEO 
of  Rail  Europe  Inc.,  "You'll 
fly  into  Charles  de  Gaulle,  go 
down  the  staircase  and  pick 
up  a  TGV  to  Lyons  or  Dijon 
or  Lille." 


|{\IUITIII{\II\:  While  experi- 1 
menting  with  maglev 
technology,  the  Deutsch  j 
Bundesbahn  (German 
Railways)  maintains  a 
first-rate  schedule  of 
high-speed  trains  that 
link  major  business 
cities.  Intercity  expresses! 
roll  swiftly  past  factory 
towns  and  along  the  Rhine 
River  in  the  great  business 
arc  that  sweeps  from 
Hamburg  in  the  north 
through  Duesseldorf, 
Frankfurt  and  Stuttgart  to 
Munich. 

Even  though  some 
German  executives  are 
incorrigible  car  commuters 
you'll  be  smart  to  take  the 
train.  That  way  you  get 
there  just  as  fast  —  with 
work  done  enroute.  Even 
most  of  the  older  rolling 
stock  has  airline-style 
pulldown  trays  for  writing 
memos  enroute.  A  few  trains 
have  meeting  facilities  on 
board,  complete  with  secre- 
tary or  translator.  Virtually 
all  ICs  provide  phones  and, 
in  some  cases,  faxes. 

If  you're  coming  off  of 
an  international  flight  in 
Frankfurt,  one  nice  extra 
provided  by  Lufthansa  (800- 
645-3880)  is  a  rail-or-plane 
option  to  Duesseldorf  or 
Stuttgart.  For  instance,  if 
you  buy  a  N.Y. -Stuttgart 
ticket  on  Lufthansa  in  any 
class  —  first,  business  or 
coach  —  you  can  take  a 
special  IC  train  out  of 
Frankfurt  to  Stuttgart.  Land  1 
in  "Bankfurt"  (as  wags  like 
to  call  it)  at  8  a.m.,  catch  the 
Lufthansa  IC  downtown  at 
9:16  a.m.  and  arrive  in  Gennany's 
auto  city  at  10:40  a.m. 


"WE  DON'T  THINK 

YOUR  TRAVEL 
PER  DIEM  SHOULD 
STAND  BETWEEN 
YOU  AND 
A  MARRIOTT." 


You  may  he  able  to  aff  ord  the  Marriott  you  thought  you  couldn't, 
lust  purchase  your  room  7,  14  or  21  days  in  advance  and  save  up  to  30%  off 
our  regular  corporate  rate.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU. 


wfundable  credit  card  purchase  lor  the  entire  sta)  required.  No  changes  or  cancellations  are  permitted  cm  I  I  or  2 1  <las  rates.  ( 7  da)  rate  is  509!  refundable  if 
■cllcd. )  Some  black  out  dates  and  important  restrictions  apply.  Available  in  limited  quantities  al  participating  properties.  Not  available  with  other  offers  and  dis- 
ffij  or  to  groups  of  10  rooms  or  more.  Hates  are  not  available  al  ( lourtyard  l>\  Marriott,  Residence  Inn  l>>  Marriott  or  Fairfield  Inn.  '  1993  Marriott  <  lorp. 
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ips  and  more  for  the  travelling  businessperson, 


Look  before  you  leap  to  con- 
clusions —  particularly  in  the 
volatile  travel  industry. 

Yesterday,  TWA  (800/221- 
2000)  was  another  has-been, 
like  Pan  Am.  Today,  owned 
hy  25,000  employees  and  a 
handful  of  creditors  rather 
than  financial  gymnast  Carl 
Icahn,  the  airline  that 
Howard  Hughes  put  on  the 
global  map  is  flying  high  — 
with  roomy  coach  scats 
called  Comfort  Class. 

For  frequent  travelers 
whose  best  moments  on  a 
trip  can  come  down  to  a 
user-friendly  seat  pitch,  the 
difference  is  dazzling. 

"The  new  seats  were  great," 
say  s  Linda  Rice,  a  former  exec- 
utive with  Sotheby's  and  the 
New  ^  ork  Times  Company 
who  recently  flew  JFK  to  San 
Diego  on  TWA.  "They  re 
more  spacious  —  widthw  ise 
and  betw  een  you  and  the  guy  in 
fi  >nt.  The  attitude  of  the  cabin 
crew  was  wonderful.  ( )ne 
talkei  io  me  about  how  much 


they're  all  committed  to  the  airline 
—  very  sincere  rah,  rah  stuff.  On 
die  four  segments  on  my  trip  I  got 
some  good  meals  —  and  more  than 
just  a  cookie." 

Coach  Class  is  about  the  clos- 
est you  can  get  to  business  class 
for  the  price.  It  has  50f/f  more 
legroom,  footrests  usually  found 
only  in  first  and  business  class, 
hot  tow  els  and  comp  cocktails 
and  entertainment  on  transat- 
lantic flights.  No  wonder  it 
emerged  a  winner  in  a  Consumer 
Reports  analysis. 

"Passenger  surveys  showed 
that  coach  passengers  feel  that 
airlines  take  their  business  for 
granted,  providing  them  with  lim- 
ited space  and  few,  if  any,  ameni- 
ties," says  Bob  Cozzi,  TW  A  s 
senior  vice  president  of  market- 
ing. So  the  airline  removed  an 
average  of  one  out  of  every  eight 
seats  in  its  entire  fleet  of  wide- 
bodied  747s,  767s  and  L-lOlls. 
Now  you  can  stretch  out  without 
annoy  ing  the  passenger  behind. 

One  nice  plus  for  corporate 
travelers:  a  comfortable  flight 
even  when  your  company's  tight 
travel  budget  requires  you  to  sit 
in  the  hack  of  the  plane. 


0.\E-ST0P  HOTEL 
SHOPPING 

Between  fax,  phone,  news- 
paper and  other  niggling 
charges  at  hotels  you  can 
feel  caught  in  a  money-eat- 
ing machine  w  hen  you're  on 
the  road.  With  those  irri- 
tants in  mind,  Radisson 
(800/333-3333)  is  pioneering 
a  new  all-inclusive  room  rate 
that  other  hotel  chains  are 
already  beginning  to  copy. 
Radisson  calls  it  Business 
Class,  just  like  the  airline 
industry's  highly  successful 
cabin  section. 
"For  an  extra  $10  to  $15 
you  get  coffee,  a  full  break- 
fast, newspapers  of  your 
choice,  phone  calls  w  ithout 
access  charges,  faxes  at 
phone  rates,"  says  Geof 
Rochester,  Radisson's 
vice-president  of  market- 
ing. "They've  all  been 
major  annoyances  to  cor- 
porate travelers.  Anyone 
in  business  resents  the  kind 
of  pricing  where  you  pay  $4 
to  $5  per  page  for  a  fax. 
We're  elminating  the  hassle." 


Sh  erat  on  Introduces  Ex  press  Pass"" 
e  c  k  -  i  n .  Simply  guarantee  v  o  u  r 
eservation  with  the  American 
iress®Card  24  hours  in  advance, 
hen  you  arrive,  walk  straight 
to  the  ExpressPass  desk  and 
esent  the  Card.  Your  room  key 

E'S  EFFICIENT,  FRIENDLY 
AND  LOVES  HER  JOB. 

IT'S  A  SHAME  YOU 
IN  *  T  DE  SPENDING  MUCH 

TIME  WITH  HER. 

be  there  for  you.  Nothing  more 
in  a  simple  hello  and  goodbye 
n  our  friendly  staff.  Unless,  of 
se,  you're  in  the  mood  to  chat, 
reservations,  call  your  travel 
rofessional  or  800-325-3535. 

A  SPECIAL  SERVICE  FOR 
RICAN  EXPRESS  CARDMEMBERS 

|  3112  1500b  j 

I  c  r  FBOST 

Don't  leave  home  without  it. 


ITT 


Sheraton 


OUR  WORLD  REVOLVES  AROUND  YOU 


ExpressPass  is  available  at  these  and  other  participat 
ing  ITT  Sheraton  Hotels  and  Inns. 
Pennsylvania 

Sheraton  Society  Hill 

Sheraton  University  City 

Sheraton  Great  Valley  Hotel 

Sheraton  Bucks  County  Hotel 

Sheraton  Plaza  Hotel 
Washington,  DC 

Sheraton  Washington 
Louisiana 

Shfratnn  Vw  Orleans 


Florida 

Walt  Disney  World  Dolphin 
Sheraton  Bal  Harbour 
Massachusetts 

Sheraton  Boston 
New  York 

Sheraton  New  York 
Toronto 

Sheraton  Centre 
New  Jersey 

Sheraton  Inn  Cherry  Hill 


Advance  reservations  are  required.  The  ExpressPass  Program  is  available  at  participating  ITT  Sheraton 
properties  To  verify  a  participating  location  call  the  ITT  Sheraton  Worldwide  Reservations  office  Rooms 
will  be  available  by  3:00pm  day  of  arrival.  ©  1993  ITT  Sheraton  Corporation. 


28  Versions 
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If  variety  is  the  spice  of  life 
the  Caribbean  may 
well  be  the  spiciest 
place  on  earth. 

Our  brochure  wil 
help  you  select  the 
versions  of  paradise 
that  suit  your  tastes. 

And  make  plans  for 
the  vacation  of  a  lifetime. 
For  your  free  copy,  call 

1-800-356-9999, 

Ext.  103. 

Caribbean  Com  ttiqn 
For  Tourism 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our 
attentive  staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture. 
And  to  offer  only  the  highest  standards.  Experience  the  difference  by  calling 
-ravel  planner  or  8()()-3-7-8585  and  ask  for  our  Pacific  Business  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 
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Part  of  Singapore's  spit- 
and-polish  business  image 
comes  from  its  best  salesman, 
Singapore  Airlines  (800/742- 
3333),  consistently  rated  by 
many  corporate  travelers  as 
their  carrier  of  choice. 

•  It  has  a  young  fleet,  most- 
ly 747-400s  with  personal 
video  screens. 

•  You  can  phone  ($8  a 
minute)  or  fax  ($15  per 
transmitted  page)  virtually 
anywhere  on  Singapore's 
global  network. 

•  With  its  "Easy  Meal"  sys- 
tem you  can  dine  when  you 
choose  rather  than  conform 
to  a  regimented  schedule. 

•  Long  catering  to  West 
Coasters  flying  trans-Pacific, 
the  airline  is  now  smartly 
providing  service  eastward 
through  Europe  to  its  home 
base  in  Singapore.  The 

L. A. -Zurich  leg  over  the 
Pole  is  already  popular. 

Next  month  the  carrier  will 
shift  the  European  stopover 
on  its  N.Y. -Singapore  run 
from  Brussels,  the  EC's  capi- 
tal but  a  second-rate  hub,  to 
Amsterdam,  where  you  can 
easily  make  connections  to 
other  European  cities  at 
Schiphol  Airport. 

In  the  offing  aboard 
Singapore's  fleet:  fax  recep- 
tion for  the  business  traveler 
who  refuses  to  let  go 
at  39,000  feet. 


even 


NORTH  VWhRK  A.  VANCOUVER  SAN  FRANCISCO  SAN  DIEGO,  ANAHEIM.  HAWAII  PACIFIC:  AUCKLAND.  GOLD  COAST 
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Gooinrc  to  mvmm 


enver  Goes  Big  Time  With  Its  New  Airport. 


Every  business  traveler 
worth  a  few  frequent-flier 
points  has  had  to  endure 
the  weather  delays  at 
Denver's  infamous,  mile- 
high  Stapleton  Airport, 
apparently,  only  the  Pope 
and  President  Clinton, 
recently  in  town  for  World 
Youth  Day,  arrived  and 
departed  without  incident. 
'"The  Secret  Service  pro- 
libited  any  other  planes  in 
he  air  for  10  minutes 
jefore  and  after  Air  Force 
t,"  as  an  airport,  operative 
loted.) 

Come  December  19,  give 
)r  take  construction 
lelays,  Stapleton's  $2.7-bil- 
ion  standin  —  Denver 
international  Airport  — 
will  take  over.  It's  the  first 
lewly  built  American  air- 
)ort  since  Dallas/Ft. 
tVorth  in  1974  —  and  twice 
3/FW's  size.  That  puts  it 
m  the  scale  of  about  two 
Manhattan  islands. 
Modeled  after  Atlanta's 
lartsfield,  with  an  under- 
;  jround  people  mover  con- 
lecting  three  parallel  gate 


concourses,  the  newcomer 
should  quell  critics  who  raged 
when  Stapleton  came  to  a  near 
standstill  in  only  moderately 
difficult  weather. 

"Stapleton's  two  runways  are 
too  close  together  —  only  1,100 
feet  apart,"  says  spokesman 
Greg  Baker,  noting  how  the 
airport  can't  expand  because 
it's  hemmed  in  by  residential 
buildings  and  the  Rocky 
Mountain  Arsenal.  "Even 
when  the  weather's  fine,  just  a 
few  low-lying  clouds  can  limit 
us  to  using  one.  The  flow  rate 
may  be  reduced  to  only  34 
planes  an  hour  against  88  in 
good  weather. 

"We've  got  a  lot  more  separa- 
tion —  4,300  feet  —  at  Denver 
International.  And  we  have 
five  runways,  three  north- 
south  and  two  east-west." 

But  frequent  business  visi- 
tors are  already  beginning  to 
look  back  fondly  on 
Stapleton's  convenient  loca- 
tion. "It's  one  of  the  last  true 
in-town  airports  —  only  seven 
miles  from  downtown 
Denver,"  notes  Baker. 

Be  prepared  for  a  longer 


hike  of  some  17  miles  east 
of  downtown  to  get  to  the 
farmlands  where  you'll 
soon  take  the  plane.  And  it 
can  be  icy  cold  on  the  worst 
winter  days.  Head  out  on 
1-70  and  then  turn  onto  the 
brand-new  Pena  Boulevard 
for  the  remaining  13  miles 
to  the  main  terminal. 

The  $35  taxi  fare,  com- 
pared to  the  $10  at  Stapleton 
may  seem  formidable.  But 
you  can  pay  that  at  JFK, 
LAX  and  foreign  airports. 

"You  won't  get  bottlenecks 
at  the  new  airport,"  says 
Baker  confidently.  "We'll 
handle  99  planes  an  hour." 

But  if  you  want  a  room 
for  the  night,  you'll  have  to 
schlepp  into  town  —  until 
the  hotel  chains  get  busy 
and  build.  You  may  even 
have  to  sleep  at  one  of  the 
verv  good  hotels:  Embassy 
Suites  (800/345-0087), 
Red  Lion  (800/547-8010), 
Sheraton  (800/328-2268), 
Stapleton  Plaza  and  Fitness 
Center  (800/950-6070)  or 
Stouffer  Concourse  (800/468- 
3571)  right  around  Stapleton. 


Workers'  Compensation 


Imagine  a  place  where  hard  work  is  rewarded 
by  hours  of  indulgence.  Where  award-winning 
cuisine  fills  your  plafe  and  CD  quality  sound  fills 
your  ears.  Where  your  eyes  feast  on  your  own 
personal  video  monitor  with  a  wide  selection  of 
programs.  Where  extra  wide  seats,  swivel  tables, 
integral  footrests  and  enhanced  recline  provide 
a  unique  feeling  of  freedom  and  movement. 
With  the  introduction  of  the  world's  most 
advanced  aircraft,  the  A340,  and  the  redesign  of 
our  747s,  Lufthansa  is  setting  new  standards  for 
Business  and  First  Class  comfort.  All  this  in 
addition  to  the  premium  European  service  we 
continue  to  offer  on  every  one  of  our  flights.  And 
surprisingly,  all  without  a  premium  price.  So  since 
you  work  hard,  fly  the  airline  that  assures  you 
the  compensation  you  deserve. 


A  passion  for  perfection.' 


Lufthansa 


For  schedule  information  or  reservations  call  1-800-645-3880 
or  see  your  Travel  Agent.  Lufthansa  is  a  participant  in  the 
mileage  programs  of  United,  Delta  and  USAir. 


THANKS  TO  THE 
I  MEMBERS  OF 

THE  AMERICAN  GAS 

ASSOCIATION  FOR 
HELPING  OUR  SERIES 
STAMPEDE,  SLITHER, 
ROMP,  CRAWL,  GALLOP, 
SWIM  &  OF  COURSE, 

FLY. 

Over  the  last 
decade,  the  members 
of  the  American  Gas 
Association  have  made 
it  possible  for  millions 
of  viewers  to  discover 
the  wonders  of  the 
natural  world. 

Their  support  of 
Nature  is  one  of  many 
examples  where 
public  television 

WNET  356  WEST  58TH   STREET,   NEW  YORK,   N.Y.    10019     (212)  560-3020 
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and  corporations  join 
together  to  enrich 
people's  lives. 

We  at  WNET  are 
proud  to  work  with 
underwriters  like  these 
to  bring  you  television 
at  its  best. 

To  find  out  how 
your  company  can  sup- 
port public  television, 
call  or  write. 


ENTERPRISE 


163  BUSINESS  WEEK/ENTERPRISE  1993 


wre,  Silicon  Valley  has  problems — smog, 
prowl,  and  costly  labor  among  them.  But 
!s  still  the  place  to  pursue  your  hearts  desire 


BY    RICHARD  BRANDT 

More  than  half  a  century 
ago,  two  Stanford  Univer- 
sity engineering  graduates 
set  up  shop  in  a  Palo  Alto 
garage,  giving  birth  not  only 
to  Hewlett-Packard  Co.  but  also  to  the  legend  of 
California's  Silicon  Valley.  When  Bill  Hewlett 
and  David  Packard  went  to  work  creating  prim- 
itive electronic  instruments,  the  valley,  sand- 
wiched between  San  Francisco  Bay  and  the  hills 
that  protect  it  from  the  chilling  ocean  fog,  was  a 
sleepy  farm  area  planted  with  apricot  and  plum 
trees.  It  was  known  locally  as  the  valley  of  the 
heart's  delight  because  of  its  scenic  hills  and  the 
pleasant  weather — always  drier  and  warmer  than 
San  Francisco's. 

Despite  competition  from  other  would-be 
high-tech  meccas  and  a  growing  list  of  ills,  this  is 
still  the  place  where  eager  entrepreneurs  pur- 
sue their  hearts'  desire.  Ask  Pierre-Alain  Cotte. 
Two  years  ago,  the  42-year-old  Frenchman,  al- 
ready a  successful  entrepreneur  in  Europe,  liter- 
ally dreamed  up  the  idea  for  his  new  company. 
He  went  to  bed  wondering  why  computers  had 
never  reduced  the  amount  of  paper  on  our 
desks,  and  before  he  woke  up  he  had  a  solu- 
tion: a  simple  scanner  that  can  digitize  a  paper 
document  and  send  it  to  anybody  on  an  elec- 
tronic-mail network  in  seconds.  With  the  right 
backing,  engineering,  and  marketing,  he  felt  he 
could  make  a  scanner  that  was  cheaper  and  easi- 
er to  use  than  any  on  the  market — and  build  a 
billion-dollar  business.  So,  like  thousands  be- 
fore him,  he  headed  for  Silicon  Valley. 
In  October,  Cotte  announced  his  product, 
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SILICON 


PHILOSOPHER  OF  THE  SHARED  VISION 


In  Silicon  Valley,  "vision"  is  more  impor- 
tant than  your  alma  mater  or  your  pedi- 
gree. And  when  it  comes  to  the  vision 
thing,  it's  hard  to  beat  what  Marc  Porat 
sees  from  behind  his  horn-rimmed  glasses. 

For  years,  Porat  has  been  thinking  about 
how  computers,  communications,  and  in- 
formation converge  and  how  people  will 
be  able  to  communicate  anywhere  with 
handheld  devices.  Today,  "digital 
convergence"  is  conventional  wis- 
dom. But  Porat  saw  it  back  in 
191b,  when  he  wrote  The  Infor- 
mation Economy,  his  doctoral 
dissertation.  "There's  a  straight 
line  from  PhD  to  what  I'm  work- 
ing on  today,"  he  says. 

Now,  as  president  and  chief  ex- 
ecutive of  General  Magic  Inc.  he's  creat- 
ing two  chunks  of  software  for  the  wire- 
less age.  He's  also  on  the  cutting  edge  of 
another  Valley  trend:  Instead  of  venture 
capitalists,  his  backers  are  technology  com- 
panies that  have  paid  some  $40  million  to 
get  what's  in  his  labs.  They  include  Apple 
Computer,  American  Telephone  &  Tele- 
graph,, Sony,  Motorola,  Matsushita  Bectric, 
and  Philips.  IBM  has  discussed  joining  the 
group,  too. 

True  to  Silicon  Valley  legend,  General 
Magic  began  on  the  back  of  a  paper  nap- 
kin— actually  a  paper  tablecloth.  In  a 
French  restaurant  in  New  York,  Porat 
used  a  crayon  to  scratch  out  the  concept 


RISING 


He  took  that  tableclo&i  to  Apple,  where 
he  was  working  in  the  Advanced  Technol- 
ogy Group.  An  internal  project,  code- 
named  Pocket  Crystal,  was  born,  then  was 
spun  out  as  General  Magic  in  1 990.  Po- 
rat's  team  includes  Andy  Hertzfeid  and 
Bill  Atkinson,  members  of  the  Macintosh 
development  team. 
Porat,  45,  remains  the  resident  big 
thinker.  His  philosophy?  "Make 
sure  there  is  a  vision  in  the  com- 
pany— a  shared  vision — that  is  so 
powerful  that  once  a  person  joins 
the  family,  they  barely  have  to  be 
reminded  of  what  to  do."  His 
biggest  job:  balancing  the  often- 
conflicting  desires  of  six  big  part- 
ners. Says  Apple  Computer  Chair- 
man John  Sculley:  "Marc  has  done  a  bril- 
liant job  of  building  alliances  with  an 
extremely  diverse  set  of  companies." 

Porat  may  also  need  to  do  a  brilliant 
sales  job  soon.  Next  year,  General  Magic's 
products  will  be  ready  for  licensing.  All  the 
partners  are  expected  to  license  Telescript, 
messaging  software  that  works  in  every- 
thing from  phones  to  pagers.  But  Magic 
Cap,  a  communications  operating  system, 
faces  competition  from  Tandy,  Casio,  and 
Microsoft  as  well  as  from  partners  Apple 
and  AT&T.  If  Porat's  worried,  it  doesn't 
show.  Maybe  he's  just  busy  thinking. 

By  Kathy  Rebello  in  Mountain  View, 
Calif. 


PaperMax,  which  will  sell  for  $5 
Whether  or  not  his  company  succee 
his  high-speed  journey  to  this  pd 
shows  why  Silicon  Valley  is  still  the  H 
business  incubator  around.  Arriving 
Palo  Alto  in  January,  1992,  Cotte  caH 
several  Silicon  Valley  entrepreneurs  A 
venture  capitalists  he  had  met  over 
years  and  pitched  his  idea  to  them  A 
lunch  at  Rickey's  Hyatt,  a  Valley  laj 
mark.  By  the  end  of  the  meal,  he  H 
$250,000  to  seed  his  company,  which 
named  Visioneer.  A  year  later,  he  ha 
business  plan,  10  board  members,  a  s 
en-person  management  team,  a  prq 
type,  and  $5.5  million  in  venture  ca, 
tal.  "It  was  tremendous  to  find  so  mi 
people  with  so  much  talent,"  says  Col 
"No  other  place  in  the  world  has  thi 

Therein  lies  the  Valley's  most  end 
ing  strength:  a  concentration  of  technil 
marketing,  financial,  and  managei 
knowhow  that  can't  be  matched  ai 
where.  While  other  great  industrial  | 
ters  of  the  past  boasted  access  to,  5 
water  power  or  critical  raw  materi 
such  as  coal,  Silicon  VUley  has  but  c 
natural  resource — rich  deposits  of  brc 
power.  The  most  fundamental  are 
technical  smarts  that  the  engineers,  p 
grammers,  and  researchers  bring  fr< 
all  over  the  world  when  they  arrive 
work  here.  But  other  assets  are  equs 
important:  the  scores  of  venture  capi 
ists,  consultants,  accountants,  and  h 
yers  who  have  made  a  veritable  indus 
out  of  new-company  creation. 

Scattered  throughout  industrial  pa 
from  San  Mateo  to  San  Jose  are  scores 
consulting  firms:  chip  designers,  s< 
ware  writers,  manufacturing  experts, 
dustrial  designers,  and  marketing  c< 
sultants — many  of  them  just  two- 
three-person  shops  set  up  by  refug< 
from  some  of  Silicon  Valley's  top  co 
panies.  "The  Virtual  Corporation  c 
come  together  here,"  says  valley  ve 
ran  Regis  McKenna,  chief  executive 
fleer  of  Regis  McKenna  Inc.,  a  mark 
ing  consulting  firm.  And,  perha 
because  everybody's  on  the  prowl 
new  ideas,  it's  surprisingly  easy  to  pilj 
the  brains  of  the  experts  at  the  big  cora 
panics,  too.  "You  can  pick  up  the  pho|; 
and  call  almost  any  company  and  a 
advice,"  says  McKenna. 

The  final  ingredient  is  simply  wit 
you  might  call  a  positive  mental  at- 
tude:  Success  breeds  success,  and  t| 
locals  know  that  it's  not  crazy  to  this 
that  an  off-the-wall  idea  can  turn  irl> 
something  big.  Everybody  has  scent 
happen.  "1  would  be  shocked  to  find  [i 
engineer  who  didn't  know  somebo^ 
who  made  a  million  bucks  here,"  safe 
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V    uring  the  past  year,  stories  of  business 
k  disasters  have  become  a  staple  of  the 
m  media.  You  can't  open  a  newspaper  or  mag- 
J  azine,  or  turn  on  the  television  or  radio, 
3Ut  coming  face  to  face  with  the  side  effects  of 
rtalled  economy:  never  ending  stories  about  the 
vsizing  of  corporate  America  run  alongside  tales 
1  a  1 1  businesses  going  belly-up.  But  throughout 
jeriod  of  economic  turmoil,  one  type  of  business 
continued  to  grow  and  thrive:  the  franchise, 
n  the  past  year,  while  the  rest  of  the  economy 
stumbling,  the  franchising  industry  produced 
i  than  20,000  new  businesses  which  in  turn 
ted  more  than  100,000  new  jobs.  While  other 
nesses  were  struggling  to  stop  the  flow  of 
nk,  revenues  of  franchises  were  growing 
'een  six  and  eight  percent, 
luring  this  prolonged  period  of  economic  uncer- 
',  franchising  has  actually  firmed  up  its  founda- 
There  are  today  over  540,000  franchise  business- 
the  United  States.  These  account  for  more  than 
1  billion  in  annual  sales. 

t's  become  clear  that  franchising  is  the  busi- 
structure  of  choice  for  the  savvy  21st  century 
ipreneur,  offering  the  single  best  opportunity 

i  'n  dreams  of  independence  into  reality. 

'<  A  franchisee  has  a  four  times  greater  chance 
cceed  than  an  entrepreneur  who  launches  a 
independent  business;  and  two  times  greater 

■  an  entrepreneur  who  buys  an  existing,  non- 
hised  business. 

More  Americans  than  ever  before  are  relocating 
;  effort  to  improve  their  quality  of  life.  Those  who 
i;  just  moved  to  a  new  area  look  for  names  they 

inize  and  trust,  giving  franchises  an  edge  over 
t  independent  stores. 

Franchises  are  businesses  with  track  records. 


While  the  hands-on  running  of  an  individual  store  or 
enterprise  is  up  to  the  entrepreneur,  he  or  she  will  be 
offering  products  or  services  with  a  history  of  financial 
and  marketing  success. 

•  Franchises  provide  the  advantages  of  a  large 
organization  to  a  small  business  person.  Because  the 
franchisor,  or  parent  company,  is  eager  for  its  fran- 
chisees to  succeed,  it  provides  training  and  ongoing 
support.  In  addition,  franchises  can  often  count  on 
national  and/or  regional  advertising  support  out  of  the 
reach  of  other  small,  fledgling  businesses. 

•The  start-up  costs  of  franchises  are  significantly 
lower  than  those  of  an  independent  business.  Franchising 
is  one  of  the  few  ways  an  individual  can  go  into  business 
for  him  or  herself  without  having  to  risk  tremen- 
dous amounts  of  personal  assets  and  investments. 

•  Franchising  offers  entrepreneurs  a  chance  to 
leverage  success.  The  individual  success  of  any  one 
franchised  business  benefits  every  other  franchisee  as 
well  as  the  franchisor.  In  effect,  the  entrepreneur  who 
buys  and  operates  a  franchise  has  a  family  of  silent 
partners  who  are  contributing  to  his  or  her  success. 

•  Since  most  franchisors  limit  the  number  of  opera- 
tions in  any  given  area,  the  value  of  each  individual 
franchise  increases  as  the  company  grows.  The  owner 
of  a  franchise  has  a  limited  edition  which  cannot  be 
copied,  while  the  owner  of  an  independent  business 
has  something  which  can  be  duplicated  ad  infinitum. 
Whether  you're  just  disheartened  by  the  current  lack  of 
corporate  loyalty,  or  have  actually  been  down-sized  out 
of  a  job,  franchising  offers  the  best  option  for  taking 
charge  of  your  own  life  and  career. 

Do  you  have  what  it  takes  to 
be  a  successful  franchisee? 

But  before  you  jump  head  first  into  franchising  you 
need  to  take  a  long,  hard,  honest  look  at  whether  you 
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have  the  right  combination  of  skills  and  personality  traits 
to  succeed  as  a  franchisee. 

Conduct  a  personality  analysis,  looking  for  the  traits 
necessary  for  entrepreneurial  success.  Do  you  have 
common  sense?  Are  you  willing  to  work  hard,  for  long 
hours,  and  take  on  responsibilities  that  may  be  new  to 
you?  Do  you  interact  well  with  people?  Can  you  be  an 
aggressive  salesperson?  Are  you  good  at  conveying 
enthusiasm  to  others?  Are  you  goal-oriented?  Are  you 
well-equipped  to  handle  stress?  And  finally,  are  you  will- 
ing to  do  whatever  it  takes  to  succeed? 

Unlike  entrepreneurs  who  are  starting  a  business 
from  scratch  or  buying  an  existing  business,  potential 


franchisees  need  to  consider  other  areas  of  their  person- 
ality. Do  you  have  the  ability  to  maintain  a  sense  of  individ- 
uality while  being  part  of  a  larger  group?  Are  you  willing  to 
sacrifice  a  modicum  of  autonomy  to  follow  certain  rules 
set  down  by  the  franchisor,  whether  it's  a  particular  way 
of  doing  inventory  control  or  deciding  where  the  business 
will  be  located?  Finally,  are  you  prepared  to  put  some  of 
your  creativity  on  ice,  at  least  in  the  beginning? 

Your  answer  to  this  question  on  creativity  is  very  impor- 
tant. Remember:  one  of  the  appeals  of  a  buying  a  franchise 
is  its  proven  methods  for  success.  Those  "methods"  may 
preclude  your  having  any  say  in  the  franchisor's  ad  cam- 
paign or  being  able  to  introduce  a  new  way  of  doing  things. 


While  many  successful  franchisees  learn  by  I 
doing,  you'll  be  at  an  advantage  if  you  can  draw  t  if 
past  work  experience  and  put  your  talents  to  woi 
for  you  at  your  new  venture.  A  knowledge  of 
accounting  and  the  ability  to  understand  and  gen 
ate  financial  statements  and  projections  can  be 
helpful,  as  is  familiarity  with  marketing.  A  previoi 
history  in  sales  will  be  beneficial.  The  same  hold: 
true  for  personnel  management,  since  you'll  neei 
be  confident  in  your  ability  to  interview,  hire,  man 
age,  and,  if  need  be,  fire  employees.  It  also  won't 
hurt  if  you  have  the  skills  and  experience  to  be  a 1 
highly  organized  record  keeper  and  a  crack  mark; 


researcher.  And  obviously,  purchasing  a  franchis 
an  industry  in  which  you've  had  previous  experiec 
provides  you  with  an  edge. 

More  than  anything  else,  before  you  make  ther 
leap  into  franchising  you  need  to  be  clear  about  ycS 
motives.  Ask  yourself:  What  do  I  really  want?  Wha 
would  fulfill  and  satisfy  me?  How  much  do  I  need  t 
take  care  of  my  family  in  a  reasonable  way?  Mateia* 
rewards  are  of  course  important,  but  they  can  no 
longer  be  the  only  means  of  measuring  success. 
Instead,  you  should  ask  how  you  can  best  achieve 
life  of  satisfaction  and  reasonable  comfort.  The 
answer  may  be:  buy  a  franchise. 


The  fastest-growing 
independent  franchisor^ 
in  the  tire 
industry  today! 


3 


A- 


We  have  over  30  years  of 
f  proven  success  and  experience 
behind  our  programs.  Our  customer 
service  focus  puts  us  at  the  top  of 
customer  recognition  and 
appreciation.  We  offer  site  selection 
assistance,  comprehensive  training, 
protected  territories,  on-going 
field  support,  exclusive  products, 
contemporary  building  designs,  state- 
of-the-art  MIS  and  POS  systems, 
corporate  marketing  support, 
u  id  much  more. 
For  more  information  please  contact  Joni  Hamilton 


1.800-622-2446 


Realtime  Service  A  Realtime  People 


Temporary  employment 
services  are  projected  to 
total  more  than  $26 
billion  by  1995.  The 
Computemp  Franchise 
program  can  put  you  in 
business  providing 
Fortune  1000  companies 
with  the  skilled  informa- 
tion processing  profes- 
sionals they  need. 

•  Protected  Teiritory 

•  P/R  &  Billing 

Services 

•  Ongoing  Training  & 

Support 

•  A/R  Based  Financing 

•  $1 10K  Minimum 

Investment 

1  800  ASK  COMP 


We'd  like  to  open  your 
to  the  franchise  opportun 
ol  the  decade 

Kn  vision  a  home  furnishings  store  o 
ing  custom-crafted  upholstery,  the 
fashionable  furniture  styles,  walls 
with  fabulous  fabrics  and  a  unique 
lection  of  accessories.  You'll  see  v 
displays  that  transport  you  to  e: 
settings.  And  a  retail  formula  that  g 
you  everything  you  need  to  be  suc< 
ful  in  your  own  business.  One  vis 
any  of  our  55  stores  nationwide 
make  a  believer  out  of  you.  Call  t< 
for  information  on  the  EXPRESSK 
franchise  system 


EXPRESSIONS 

CUSTOM  FURNITURE  STORES 
Minimum  net  worth  requirement  $70K 
Franchises  available  nationwid 

Call  1-800-5^^-^519 


Market  in ' 

Voice  Adival 
Home  Autoi 


cue  in  lit\un*§e< 
cnicm  c.  and  et 

U 


•  ///?#*'  milnpped  onirket 

•  fncrrditde  Profit  Potentk 

•  /,////»>  or  Yo  f  ampetltion 

•  Protected  Territories 

•  Complete  Training  &•  .*»«/# 

•  Simple  to  Install  and  t  se 

•  Am  Experience  Secessury 

•  Product  Lrrlusicily  Issu 

liiiolliWome 

THE  HOME  OF  TOMORROW.    TODAY ' 

For  Free  Brochure  &  Ta/>f  Call  24  Hours 

1-800-94H0USE 

(512)263-5199    Fox  (512)  263-5499 
Complete  Dealer  Package  Only  $6900 


•  Our  service 
technologically 
superior 

•  Our  consumer  base 
is  constantly 
growing 

Our  concept  is 
unchallenged 

•  And  we  have  over  20  years  of 
experience  behind  us 

These  are  just  a  few  of  the 
reasons  why  we're  the  #1  auto 
painting  franchise  in  the  country.  If 
you  have  ever  considered  being  in  a 
business  with  a  rewarding  future,  now  is 
the  time  to  act.  No  automotive  experience 
necessary,  we're  looking  for  people  who  can 
manage  their  own  business.  We  have  sites 
available  throughout  the  United  States.  $55,000 
min.  cash  needed. 

Call  today  for  further  information: 

1-800-29  MAACO 

 (1-800-296-2226)  


For  About 
$6,500  Plus 
Working  Capital 
You  Can  Be  In 
Charge  Of  Your 
Own  Career. 

Be  part  of  the 
largest  professional  cleaning 
company  in  America. 

ServiceMaster 
franchises  are  available 
in  these  specialties: 

Residential  Cleaning 
Commercial  Cleaning 
Disaster  Restc >rati( )n 

ServiceMASTEH 

1-800-752-6688 


For  more 
information  on 
exciting  franchise 

opportunities, 
please  contact  the 
advertisers  directly 
at  the  telephone 
numbers  listed  in 
this  Special 
Advertising 
Section. 


'Its  about  communication  between  people. 
The  rest  is  technology.  " 

LARS  RAMQVIST,  President  and  Chief  Executive  Officer,  Ericsson. 


We  expect  to  be  able  to  communicate  with  anvone,  at  any  time,  anywhere.  We  want  to  be  liberated  from  the  constraints  of 
time  .wid  space.  Distances  are  shrinking.  Traditional  boundaries  are  losing  their  significance. 

We  want  technology  to  work  for  us  as  individuals.  We  expect  it  to  meet  our  sophisticated  communications  needs,  but  still 
be  easy  to  use. 

We  expect  technology  to  provide  us  with  global  freedom,  and  at  the  same  time  respect  our  privacy  as  individuals.  It  should 

allow  us  to  reach  others,  but  make  ourselves  available  on  our  terms. 

Today's  tei  hnology  makes  almost  anything  possible.  It  is  you  and  I  who  set  the  limits. 

Respecting  people's  need  for  privacy  is  just  as  important  in  the  development  of  new  telecommunications  solutions  as  it  is  in 
our  day-to-day  communications  with  others. 

Ericsson  provides  innovative,  flexible  solutions  and  services  for  all  types  of  telecommunications  networks  that  are  helping 
our  customers  to  open  up  new  business  opportunities  and  supply  superior  service  to  users.  We  develop  and  maintain  tech- 
nologies not  only  for  today's  needs,  but  for  tomorrow  and  well  into  the  future. 

70,000  Ericsson  employees  are  active  in  more  than  100  countries.  Their  combined  expertise  in  switching,  cellular,  wireless 
and  network  technologies  make  Ericsson  a  world  leader  in  telecommunications. 


Ericsson  North  America  Inc..  please  call  (800)  835-3742. 
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lod  Khosla,  a  co-founder  of  Sun  Mi- 
systems  Inc.  and  now  a  venture  cap- 
list.  High-tech  entrepreneurialism 
ninates  the  local  culture  and  shapes 
:  lifestyle  (page  182).  "A  taxi  driver 
Silicon  Valley  is  likely  to  know  more 
tut  venture  capital  than  a  venture  cap- 
pi  in  St.  Louis,"  says  Arthur  C.  Pat- 
ion,  a  partner  at  Accel  Partners,  a  San 
incisco  venture-capital  firm. 
3)  be  sure,  Silicon  Valley  isn't  quite 
wide-open  frontier  it  once  was.  "It  is 
der  to  be  a  cowboy  in  a  garage  to- 
¥'  notes  McKenna.  "  The  venture 
■italists  today  understand  that  we  are 
t  more  competitive  world.  You've  got 
have  a  business  model,  not  just  a 
duct  model." 

ome  Silicon  Valley  old-timers  grum- 
about  today's  slick  young  MB  As  and 
yers,  and  they  worry  that  the  start- 
process  has  become  so  sophisticated 
t  the  most  creative  ideas  may  not  get 
3ugh.  But  such  sentiments  may  re- 
:t  a  nostalgia  for  a  Silicon  Valley  that 
'er  really  was.  "I  don't  think  things 
that  different,"  says  Seagate  Tech- 
Dgy  Chief  Executive  Alan  F.  Shugart, 
3  founded  his  first  disk-drive  compa- 
Shugart  Associates,  back  in  1973. 
Pen  then,  an  entrepreneur  had  to 
e  a  thorough  business  plan  and  plau- 
e  data  to  make  his  case.  The  differ- 
>:e  was  that  then,  he  had  to  do  the 
k  himself.  Now,  you  can  buy  it.  Says 
ingart:  "There's  market  research  on 
thing  you  want." 

lmost  everybody  agrees,  however, 
t  success  has  come  at  a  price.  The 
e-bucolic  region  is  carpeted  with  sub- 
an  sprawl,  complete  with  Los  An- 
;s-style  traffic  and  growing  smog, 
asing  costs  (the  median  house  price 
260,000)  are  the  highest  in  the  state, 

labor  rates  are  so  steep  that  manu- 
uring  jobs  continue  to  disappear, 
m  1984  to  1991,  the  number  of  jobs 
he  area  grew  less  than  10%,  less  than 

the  national  rate,  the  result  of  a  net 

of  some  40,000  manufacturing  jobs, 
ast  year,  a  group  of  business  leaders 
iched  Joint  Venture  Silicon  Valley  to 
ress  these  problems.  Its  mission:  to 
ce  sure  the  infrastructure  for  creat- 

new  companies  remains  intact  and 
ry  to  deal  with  some  of  the  quality- 
fe  issues — before  the  Valley  suffers  a 
in  drain  to  such  places  as  Austin, 
..,  and  Seattle.  High-tech  companies 
hose  cities  now  emphasize  their  saf- 
:heaper,  and  more  relaxed  lifestyles 
:n  recruiting  in  the  Valley, 
or  now,  however,  Silicon  Valley  is  in 
;  danger  of  being  eclipsed.  The  best 
ience:  It  continues  to  attract  rising 


THINKING  'LIKE  AN  ELECTRON' 


He  has  more  years  and  less  hair  than 
the  stereotypical  Silicon  Valley  entrepren- 
eur. But  48-year-old  Eli  Harari  has  the 
crucial  attributes:  technical  smarts,  con- 
suming ambition — and  a  novel  way  of 
seeing  things.  When  he  was  a  youth  grow- 
ing up  in  Israel,  he  recalls,  he  knew  that 
he  would  go  into  electronics  someday.  "I 
was  always  trying  to  think  like  an  elec- 
tron," he  says. 

Eventually,  he  managed  to  learn 
to  think  like  an  entrepreneur,  too. 
SunDisk  Corp.,  the  company  that 
he  started  in  1 988,  has  an  early 
lead  in  one  of  the  hottest  markets 
of  the  mobile<omputing  age: 
rugged  "flash"  memory  cards.  The 
business<ard-size  devices  store  up 
to  20  million  bytes  of  data  on  special 
chips  and  use  95%  less  power  than  the  ti- 
niest disk  drives — ideal  for  tiny  personal 
computers.  In  1 992,  its  first  full  year,  Sun- 
Disk  logged  $22  million  in  sales— giving  it 
63%  of  the  market,  says  market  research- 
er AP  Research. 

SunDisk's  smooth  launch  may  be  a  re- 
sult of  Harari's  long  experience.  After 
earning  a  PhD  in  solid-state  sciences  at 
Princeton  University,  he  learned  chipmak- 
ing  at  Hughes  Aircraft,  Intel,  and  Honey- 
well. In  1 983,  he  caught  Valley  fever  and 
started  WaferScale  Integration  Inc  But 
WaferScale  tried  to  do  too  much — both 
logic  and  memory  chips.  "I  made  an  in- 
credible number  of  mistakes,"  Harari  now 
admits. 


RISING 


At  SunDisk,  he  is  going  to  have  to  use 
everything  he  has  learned  up  till  now,  be- 
cause the  competition  is  so  stiff- — Intel, 
Advanced  Micro  Devices,  and  the  team  of 
Toshiba  and  IBM  (although  IBM  PC  Co.  re- 
mains a  customer).  So  far,  Harari's  techni- 
cal expertise — he  holds  more  than  a  doz- 
en chip  patents — has  kept  SunDisk  in  the 
lead. 

One  big  advantage:  Because  its 
cards  mimic  disk  drives,  no  new 
software  is  needed  to  use  them  in 
most  PCs.  Intel,  however,  is  work- 
ing with  drivemaker  Conner  Pe- 
ripherals Inc  to  make  a  flash  card 
similar  to  SunDisk's. 

Harari  has  his  own  heavyweight 
partners.  American  Telephone  & 
Telegraph  Co.  provided  startup  funding, 
and  recently,  disk-drive  giant  Seagate 
Technology  Inc  bought  a  25%  stoke  and 
agreed  to  market  SunDisk  cards.  The 
company  boasts  among  its  customers  IBM, 
Hewlett-Packard,  Tandy,  and  AST  Re- 
search. 

SunDisk  has  been  "a  lot  more  fun" 
than  his  previous  startup,  but  Harari 
hopes  it's  his  last  He  spends  his  "leisure" 
time  reading  technical  journals,  and  "vaca- 
tions" are  two-day  weekends.  "My  son 
once  called  me  'the  invisible  father,'"  he 
laments.  "I  need  to  learn  to  delegate  bet- 
ter." For  entrepreneurs  of  any  age,  some 
things  just  never  change. 

By  Robert  D.  Hof  in  Santa  Clara, 
Calif. 
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for  no  loads  and  no  transaction  fees, 
Maybe  you  Should,  too. 


Now  you  can  meet  any  investment  goal, 
from  aggressive  growth  to  capital  preservation, 
all  in  one  place:  The  Charles  Schwab  Mutual 
Fund  OneSource™  service.  OneSource  offers  200 
well-known  mutual  funds  from  leading  fund 
companies  with  proven  track  records.  What's 
more,  you'll  pay  no  loads  or  transaction  fees  to 
invest  in  these  funds. 

And,  to  help  you  select  and  track  your 
investments,  Schwabs  Mutual  Funds  Per  formance 


Guide'  is  yours  free  when  you  open  an  account^ 
The  Guide  gives  you  the  information  you  need  tcj 
compare  funds  and  make  investment  decisions,) 
without  the  guesswork. 

To  find  out  more  about  Schwabs  Mutual 
Fund  OneSource,™  stop  by  one  of  our  190  local 
offices  or  call  us  today  at  1-800-2  NO-LOAD,' 
ext.  38. 

Charles  Schwab  j 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  tor  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing.1 

'These  funds  charge  t2b-l  fees  inexcessof  0.25%  Available  funds  may  change  Fees  may  be  reinstated  and  other  resnictions  may  apply.  Sdiwab  reserves  the  light  eo  change  the  funds  available  wid]  no  nansaction  fees  (NTF)  and  reinstate  the  te 
on  any  funds  Shares  purchased  without  such  fees  may  always  be  sold  without  transaction  fees  However,  il  you  paid  a  fee  to  purchase  a  fund  you  will  be  charged  Schwabs  normal  transaction  lee  to  sell  it  as  well  If  you  make  5  or  more  short-term 
redemptions  of  NTF  tunds  in  a  12  month  penod  you  will  be  c  harged  fees  on  your  future  muwal  hind  trades  A  short-term  rede mption  refers  to  the  sak  of  mutual  fund  shares  held  tor  f>  months  or  less  ChanteSchwab&Co  Inc  ©1W  Member  SIPCNY5E 
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is  in  everything  from  biotech  to  mem- 
r  chips  (sidebars).  A  recent  study  by 
ignctics  Inc.,  a  Cambridge  (Mass.)  ec- 
omic  consulting  firm,  rated  Sunny- 
B  at  the  heart  of  Silicon  Valley,  as  the 
>t  entrepreneurial  hot  spot  among  re- 
ins of  comparable  size  in  the  country. 
HbreOne,  a  San  Francisco  research 
n  that  follows  the  venture -capital  in- 
strv.  found  that  59  venture  capital- 
:ked  companies  were  launched  in  the 
i  Francisco  Bay  Area  last  year,  ac- 
jnting  for  more  than  one-third  of 
:  152  venture-backed  companies 
t  were  begun  nationw  ide.  Massachus- 
ts,  by  contrast,  started  just  16. 
That's  not  surprising,  considering  the 
icentration  of  venture  investors.  Ac- 
ding  to  VentureOne,  22%  of  the 
mtry's  venture-capital  firms  are  based 
have  offices  in  the  Bay  Area.  That 
npares  with  15%  in  all  of  New  York 
:e,  and  13%  in  Massachusetts.  Many 
the  top  firms — including  Technolo- 
Venture  Investors,  Mayfield  Fund, 
I  Institutional  Venture  Partners — clus- 
along  Sand  Hill  Road  in  Menlo  Park, 
ere  they  review  thousands  of  busi- 
s  plans  a  year. 

ome  $800  million  of  the  $2.5  billion 
/enture  capital  invested  in  the  U.S. 
:  year  went  to  startups  in  Northern 
ifornia,  mostly  in  the  Valley,  reckons 
lture  Fconomics,  a  market  research- 
The  hottest  areas  are  medical  tech- 
ogy  and  biotech — including  a  cluster 
itartups  in  Emeryville,  near  Berke- 
— and  certain  software  categories. 
z  hottest  of  those  are  networking  and 
Itimedia.  Dozens  of  multimedia  start- 
.  have  been  funded,  many  nestling 
'Multimedia  Gulch,"  in  San  Francis- 
South  of  Market  neighborhood, 
ligh-tech  entrepreneurs  may  be 
ipted  by  the  more  family-friendly  at- 
phere  of  Silicon  Forest  in  Portland, 
:.  And  investors  would  certainK  ap- 
ciate  the  tax  incentives  offered  by 
:es  such  as  Scotland's  Silicon  Glen, 
in  the  end,  startups  stay  here — for 
massive  base  of  talent  and  know- 
|  Indeed,  no  other  area  that  has  set 
to  clone  Silicon  Valley  has  come 
;e.  Perhaps  one  reason  they  can't  is 
ause  the  way  the  Valley  came  about 
;rendipity  itself. 

he  first  lucky  break  was  having  two 
versities  in  close  proximity  with 
ngths  in  business  and  engineering — 
I  LTniversity  of  California  at  Berkeley 
Stanford.  By  the  first  decade  of  this 
Bury,  Stanford  was  already  spinning 
small  electronics  companies  based 
:he  new  vacuum-tube  technology, 
he  next  bit  of  luck  was  the  timing: 


DAVID  GOEDD 


From  their 
windy,  bayside 
perch  in  South  San 
Francisco,  at  Silicon 
Valley's  northern 
gate,  scientists  at 
Genentech  Inc.  have 
never  had  much  to 
do  with  bits,  bytes, 
or  their  computer- 
biz  brethren.  But 
biotech's  gene-jocks 
can  match  any  Val- 
ley-boy program- 
mers or  chip  de- 
signers in  intensity: 
Genentech's  first 
scientist — David  V. 
Goeddel,  a  lanky 
molecular  biolo- 
gist— has  put  in  1 5 
years  of  80-  and 
90-hour  weeks, 
making  him  one  of 
the  industry's  most 
prolific  gene-splicers. 
His  brand  of  both 
rigorous  and  blisteringly  fast  science  has 
helped  make  Genentech  a  biotech  jugger- 
naut that  now  has  its  pick  of  the  brightest 
academic  scientists — the  ones  who  once 
would  have  shunned  commercial  science. 

Success  led  in  1 990  to  an  offer  that 
Genentech's  founders  couldn't  re- 
fuse: Roche  Ltd.  paid  $2. 1  billion 
for  60%  of  the  company,  setting 
up  more  than  a  few  employees 
for  life.  But  the  entrepreneurial 
bug  dies  hard,  and  several 
"GenenExers"  have  now  launched 
a  spate  of  startups  across  the  vol- 


RISING 


ley — repeating  the  pattern  of 
spinouts  that  sprang  from  chipmakers  in 
the  1970s. 

Goeddel  had  been  a  holdout — because, 
he  says,  Genentech  remained  committed 
to  giving  him  the  freedom  he  required. 
Plus,  he  watched  some  former  colleagues 
grow  frustrated  at  the  slower  pace  and 
scarcer  resources  of  tiny  startups.  Even 
now,  he  says,  "it's  pretty  intimidating  to 
think  about  leaving." 

But  Goeddel,  who  climbs  mountains  and 
fishes  in  his  spare  time,  has  finally  seen  a 
new  peak  worth  attempting.  In  March,  he 
agreed  to  join  two-year-old  startup  Tularik 


Inc  as  vice-presi- 
dent for  research. 
The  company  is  re- 
searching rare  sub- 
stances called  tran- 
scription factors, 
proteins  that  turn 
human  genes  on 
and  off.  Some  day, 
Tularik  scientists 
say,  it  may  be  pos- 
sible to  create  drugs 
that  shut  down  can- 
cerous growths  or 
lethal  viruses  at  the 
DNA  level. 

Of  course,  Goed- 
del is  already  rich, 
and  he  has  won  all 
sorts  of  industry  ac- 
colades, so  a  new 
venture  has  to  have 
some  fun  in  it,  too. 
In  addition  to  a 
new  challenge,  Tu- 
larik offers  the 
chance  to  work 
with  two  high-profile  scientists  who  are 
Goeddel's  professional  and  fishing  buddies: 
co-founders  Steven  L  McKnight  of  Carne- 
gie Institute  and  Robert  Tijan  of  the  Uni- 
versity of  California  at  Berkeley.  "This  was 
our  idea,  and  that  made  the  difference," 
Goeddel  says. 

Goeddel  is  the  first  to  admit 
that  Tularik  is  a  risky  venture.  In- 
deed, if  the  transcription  factors 
had  been  easier  to  sort  out  Ge- 
nentech might  have  funded  the 
research.  Goeddel's  name-recogni- 
tion has  brought  additional  cred- 
ibility to  Tularik,  helping  the  com- 
pany raise  $30  million.  Goeddel  has  also 
recruited  several  other  GenenExers  to 
work  at  Tularik. 

Goeddel  vows  to  continue  the  tradition 
of  scientific  rigor  he  is  known  for.  But  that 
should  be  easier  these  days.  Thanks  to 
him  and  other  hot  gene-splicers,  going  into 
industry  is  no  longer  a  stain  on  the  career 
of  a  young  PhD.  "Industry  science  has  es- 
tablished itself  as  the  equal  of  what  goes 
on  in  academia."  And  that  promises  still 
more  enterprise  for  this  still-young  industry. 

By  Joan  O'C.  Hamilton  in  South  San 
Francisco 
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;  early  Silicon  Valley  companies  blos- 
ied  in  the  1950s,  as  the  nations  post- 
economy  was  booming  and  the  De- 
>e  Dept.  was  pumping  money  into 
infant  electronics  industry  to  create 
gadgetry  for  the  cold  war. 
ith  the  arrival  of  integrated  circuits 
le  1960s,  the  Valley  really  took  off.  It 
:ed  when  William  Shockley,  a  Valley 
ve  who  had  headed  the  Bell  Labor- 
ies  team  that  invented  the  transis- 
decided  to  come  home.  He  opened 
ckley  Laboratories  Inc.,  and  one  of 
;arly  hires  was  Robert  N.  Noyce,  a 
iventor  of  the  semiconductor  chip 
later  co-founder  of  Fairchild  Semi- 
iuctor.  Fairchild,  which  was  roiled 
nternal  management  feuds,  pro- 
;d  the  engineer-entrepreneurs  who 
t  on  to  found  or  ouild  Intel,  Nation- 
imiconductor,  and  Advanced  Micro 
ices,  among  others,  thus  spawning 
ntire  industry. 

1  the  1970s,  a  distinct  Silicon  Valley 
:  of  doing  business  had  emerged.  In 
:  part,  the  tone  was  set  by  Hewlett- 
card.  H-P  blended  smart  manage- 
it,  intensely  hard  work,  creativity, 
risk-taking  with  an  enlightened  atti- 
:  toward  employees  that  included 
itarianism  and  lush  benefits.  Other 
panies  followed  suit.  "Hewlett-Pack- 
ms  the  business  school  of  the  Val- 

says  venture  capitalist  Patterson, 
lother  important  tradition  that  took 

was  a  high  tolerance  of  failure. 
>ple  are  encouraged  to  be  creative," 
Charles  OReilley,  a  professor  of 
agement  at  Berkeley  who  studies 
orate  culture  in  the  Valley.  "And 
're  not  punished  for  failing."  So 

if  your  last  startup  bombed,  chanc- 
e  you  can  get  funding  now — if  you 
e  up  with  the  right  product,  the 

management  team,  and  the  right 
ceting  approach.  Kamran  Elahian, 
mtrepreneur  whose  Momenta  Inc. 
ed  out  last  year  when  the  market 
;ted  its  pen-based  personal  com- 
r,  is  back  in  business.  He  may  have 
n  $40  million  on  Momenta,  but  his 
ious  startup,  Cirrus  Logic  Inc.,  was 
xess,  and  he  has  funding  for  Neo- 
c  Corp.,  an  outfit  to  make  low-pow- 
lips  for  mobile  computing.  Like- 
,  Jean-Louis  Gassee,  an  Apple 
utive  who  left  in  a  management 
eup,  has  raised  money  for  a  new 
ure  called  Be  Inc.  It  promises  to 
e  a  product  merging  PCs,  commu- 
ions,  and  consumer  electronics, 
lat  may  be  too  much  risk-taking  for 

average  corporate  giant  to  tolerate, 
the  big  companies  are  recognizing 
they  must  come  up  with  new  tech- 


These  days,  there's  nothing  hotter  in  Sili- 
con Valley  than  multimedia.  The  market 
for  software  that  mixes  audio,  video,  text, 
and  pictures  on  a  personal  computer  is 
just  $  I  billion  today.  But  as  digital  technol- 
ogy pervades  television  programming,  tele- 
communications, films,  and  publishing,  the 
multimedia  software  market  could  triple 
in  five  years,  says  Dataquest  Inc. 
That  puts  Macromedia  in  a  nice 
spot  Its  Director  and  Authorware 
Professional  programs  are  the  soft- 
ware "tools"  used  to  create  multi- 
media packages.  "Now,  this  is 
amazing,"  says  President  John  C. 
"Bud"  Colligan.  "We're  at  the  ful- 
crum of  a  revolution." 

Already,  Macromedia  products  have 
been  put  to  use  in  such  high-profile  pro- 
jects as  the  movie  Jurassic  Park.  They 
were  also  used  for  the  hot-selling  comput- 
er game  Iron  Helix  and  the  CD-ROM  ver- 
sion of  From  Alice  to  Ocean,  an  elec- 
tronic photo  book  about  Australia. 

After  years  of  waiting  Macromedia  is 
ready  to  reap  the  rewards  of  its  early  mul- 
timedia start  The  Valley  grapevine  pre- 
dicts an  initial  public  offering  in  the  next 
few  months.  And,  while  Colligan  declines 
to  comment  on  the  IPO  or  disclose  financ- 
es, other  insiders  say  Macromedia  hit  $25 
million  in  revenues  for  the  fiscal  year  end- 
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ed  Mar.  31,  and  the  company  expects  to 
break  $30  million  this  year.  Says  Tim  Baj- 
arin,  president  of  Creative  Strategies  Re- 
search International:  "Macromedia  is 
poised  to  be  one  of  the  best-positioned 
companies  in  multimedia.  Colligan  is  im- 
portant because  he  has  been  living  and 
breathing  this  dream  from  the  early  days 
of  multimedia." 

Colligan,  39,  caught  computer 
fever  while  getting  his  MBA  at 
Stanford  University.  It  was  1 983, 
and  Apple  Computer  Inc  was 
afire  with  the  making  of  the  Mac- 
intosh. He  joined  the  Mac  team 
as  international  marketing  manag- 
er. But  by  1 989,  there  were  rum- 
blings of  multimedia,  so  Colligan  departed 
to  become  CEO  of  one  of  the  early  play- 
ers, Authorware,  which  in  1 992  merged 
with  MacroMind-Paracomp  to  form  Mac- 
romedia. 

Colligan  has  the  company  focused  on 
five  core  products,  down  from  20,  and  the 
company  has  been  profitable  for  four 
quarters.  So  is  he  ready  to  kick  back? 
"I've  been  working  hard  at  this  for  1 0 
years,"  he  says.  "And  now,  the  market  is 
starting  to  grow,  and  we  have  great  peo- 
ple. What  else  would  I  possibly  rather 
do?"  A  bom  entrepreneur. 

By  Kathy  Rebello  in  San  Francisco 
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SILICON 


ROGER  McNAM 


KEEPING  FUNDS  FLOWING  INTO  THE  VALLEY 


If  it  takes  unconventional  executives  to 
create  new  technology  companies,  it  fol- 
lows that  their  financiers  should  be  a  bit 
offbeat  too.  That  may  explain  Roger  8. 
McNamee,  an  increasingly  influential  Sili- 
con Valley  money  man. 

McNamee  is  one  of  two  general  part- 
ners of  Integral  Capital  Partners,  a  $105 
million  fund  that  invests  in  public 
and  private  tech  companies. 
While  partner  John  Powell  sticks 
close  to  home,  McNamee  bird- 
dogs  executives  at  computer  trade 
shows  and  scours  the  Valley  for 
tidbits  that  help  Integral  evaluate 
any  of  900  public  tech  companies 
and  hundreds  of  privately  held 
startups.  Between  its  launch  in  December, 
1991,  and  mid-September,  1993,  Inte- 
gral's portfolio  rose  36.5%,  roughly  triple 
the  Standard  &  Poor's  500-stock  index. 

How?  Credit  McNamee,  an  information 
vacuum  cleaner  who  logs  200,000  air 
miles  a  year  to  attend  trade  shows  and  to 
meet  with  more  than  400  executives. 
Other  money  managers  learn  about  new 
products  when  they're  announced.  But  by 
then,  McNamee  has  been  testing  the  giz- 
mos for  months. 

Go  to  a  conference  and  call  it  a  day? 
Not  McNamee.  In  the  wee  hours,  he'll  be 
playing  guitar  with  industry  bigwigs  such 
as  Philippe  Kahn,  CEO  of  Borland  Internat- 
ional in  the  Random  Axes,  an  ad-hoc  rock 
band. 


McNamee,  3  7,  has  been  on  a  dead  run 
since  1 988,  when  he  began  managing  T. 
Rowe  Price  Associates  Inc's  Science  & 
Technology  Fund.  With  an  undergraduate 
degree  in  history  and  an  MBA  from  Dart- 
mouth College's  Amos  Tuck  School  of 
Business,  he  had  little  high-tech  knowhow. 
He  decided  that  merely  observing  the 
computer  industry  wouldn't  do: 
He  had  to  invade  it  "You  have  to 
go  out  into  the  marketplace, 
where  things  are  really  happen- 
ing" he  says. 

By  the  fall  of  1 990,  McNamee 
and  Powell,  who  also  worked  at  T. 
Rowe  Price,  felt  the  glow  was  off 
the  personal<omputer  business. 
They  saw  that  computing  would  infiltrate 
television,  telecommunications,  publishing 
and  entertainment  It  would  take  a  while, 
and  McNamee  wanted  an  investment  ve- 
hicle that  would  not  be  whipsawed  by  the 
demands  of  mutual-fund  investors. 

He  and  Powell  then  headed  west  and 
launched  Integral's  five-year,  closed-end 
fund.  They've  been  focusing  on  interactive 
multimedia,  client-server  computjng  and 
mobile  systems,  investing  in  such  public 
highfliers  as  Microsoft  Corp.  and  Oracle 
Corp.,  and  in  private  companies,  such  as 
game  makers  Spectrum  HoloByte  and 
Knowledge  Adventure.  And  they're  having 
a  ball.  Says  McNamee:  "This  is  the  sweet 
spot  of  our  career." 
By  Kathy  Rebello  in  Palo  Alto,  Calif. 


nology  and  get  into  new  markets  fas 
than  they  have  in  the  past.  The  lat 
trend  in  Silicon  Valley  is  corporate-vt 
cure  money.  Apple  Computer  funded 
own  spin-off,  General  Magic,  which 
developing  new  wireless-communii 
tions  technology,  and  now  has  fundi 
also  from  American  Telephone  &  Te 
graph.  Motorola,  and  Philips.  At 
same  time,  Matsushita,  AT&T,  a 
Time-Warner  kicked  in  money  for  31 
Co.,  a  startup  that  has  designed  a  n 
multimedia  game  machine  that  mi{ 
also  play  a  role  in  interactive  tele\isi< 

So  far,  nobody  seems  concerned  tl 
the  big  corporate  money  will  spoil 
Valley  After  all,  the  giants  are  here 
take  advantage  of  the  entrepreneurs' 
ent  for  rapid  innovation,  and  they  dc 
want  to  slow  that  down.  What  rema 
to  be  seen,  however,  is  whether  est: 
lished  companies  are  any  better  at  pi< 
ing  startups  to  create  new  technolog 
than  they  have  been  ar  nurturing  st 
ventures  internally. 

What  continues  to  worry  Valley  re 
dents  and  high-tech  executives  are 
rising  costs  and  quality-of-life  issues 
the  climate  for  business  and  living  a 
tinues  to  deteriorate,  inevitably  the  b 
and  the  brightest  will  go  elsewhere.  T 
big  question  is  whether  the  nativ 
through  such  efforts  as  Joint  Venture  i 
icon  Valley,  can  reverse  the  trends 
themselves.  Some  of  the  most  intra 
able  problems  have  to  do  with  the 
dining  California  economy  and  dete 
orating  state  services — including 
education  system.  Taxes  are  rising,  a 
business  regulations  are  multiplying. 
1  were  starting  a  company  now,  I  pre 
ably  wouldn't  do  it  in  California,"  s; 
Shugart.  "It's  the  worst-managed  st; 
in  the  union." 

At  the  same  time,  the  universit 
nearby  that  fueled  the  original  Vail 
boom  are  feeling  the  pinch.  Fundi 
cuts,  especially  in  defense,  have  hit  ti 
region's  state  colleges,  univ  ersities,  al 
technical  schools.  While  Berkeley  al 
Stanford  have  strong  research  fundiii, 
they  are  worried  that  retrenchment  rr 
be  coming  soon. 

But  for  all  the  problems,  Silicon  Vail/ 
hasn't  lost  its  key  resource.  In  fact, 
asset  base  continues  to  swell  whene\| 
people  trek  here — from  France,  Chii 
India,  or  Oklahoma — to  pursue  th< 
dreams.  "In  most  parts  of  the  work 
notes  venture  capitalist  Khosla,  a  nati  ' 
of  India,  "selling  your  house  to  dc 
startup  would  be  considered  strang< 
Here,  it's  practically  routine.  After  a  hi 
century,  it  won't  be  easy  to  kill  off  tl 
Silicon  Valley  spirit. 
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We  don't  know  where 
inovative  technology  will  end. 
But  we  do  know 
where  the  center  is. 


f  that  the  Cold  War  is  over,  what 
io  with  our  Star  Wars  technology? 
iny  of  it  have  commercial 
ation?  Can  we  use  it  to  create 
sntury  products  that  companies 
urs  can  sell? 

answers  are  now  being  explored 
rge  Mason  University  under 
spices  of  the  Virginia  Center  for 
itive  Technology.  Both  of  which 


are  located  in  Fairfax  County. 

The  CIT  has  a  remarkable  record  of 
using  university  research  to  develop 
new  products  and  sen  ices.  More  than 
550  Virginia  businesses  have  benefited 
so  far.  Yours  could  be  next 

For  more  information,  simply  call  or 
clip  the  coupon. 

For  more  innovation,  move  your 
business  to  Fairfax  County. 


Please  send  me  more  information  <"/  locating  "m 
business  in  Fairfax  County. 


Name  

Title  _ 
Company 
iddress 

City  

Zip  


State_ 


I'luinr 


Fairfax  County  Economic  Development  futhority 
8300  Boone  Boulevard,  Suite  450,  I  ienna,  I  irginia  22182 
Telephone  703-790-0600,  Fax  703-893-1269  me 
I  1 


tirfax  County,  Virginia.  The  21st  Century  Is  Here. 


SILICON 


A  DAY  IN  THE  LIFE 
OF  A  TECHNO  WARRIOR 

^^p^  Other  places  may  sprout  young  companies  and 

uittinu-cd'_ic  technology,  but  there  is  nothing  like 
Silicon  Valley.  It  has  its  ow  n  culture,  values,  and 
lingo.  Its  denizens  thrive  on  a  blend  of  technical  vision, 
consuming  ambition,  a  manic  w  ork  ethic — and  a  California 
lifest\ie  of  mountain  bikes  and  Evian.  Here's  a  taste... 
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ID  BETA  An  Alpha  version  of  a  program 
has  so  many  bugs  you  only  let  employees  play 
with  it.  A  Beta  is  a  prerelease  version,  and  se- 
lected customers  become  the  guinea  pigs. 


I  RATE  The  speed 
at  which  a  company 
is  using  up  its  cash 
en  route  to  devel- 
oping a  product. 


Literally,  the  capacity  to 
move  information.  A  person  who  can 
master  hardware,  software,  manufac- 
turing, and  marketing — and  plays  the 
oboe  for  fun — is  high  bandwidth. 


HAlf-UFf  In  science,  the  time  it  takes  for  half  of  a  radioactive 
substance  to  decay.  Among  biotechies,  a  gauge  of  an 
individual's  usefulness:  "He  may  have  a  short  half-life  here." 


10(K  UNO  10AD  Originally  a  military  term,  then  software  lingo  for  freezing  the  code  on  a 
program  in  development.  Now,  it  means:  "Let's  make  a  decision  and  get  on  with  it." 


10G  Off  Techies  wear  their  photo-ID  badges  in 
little  plastic  holders.  But  it's  a  good  idea  to  "log 
off'  (turn  your  badge  around  so  nobody  can  see 
whom  you  work  for)  when  you're  out  in  public. 


Scattered,  unfocused,  a 
non  sequitur.  A  favorite  expres- 
sion of  Bill  Gates  to  dismiss  ideas 
or  strategies  that  lack  logic. 


© 


ACRONYMS  Silicon  Valley  thrives  on  them.  Two  favorites  now:  PDA  (Personal  Digital  Assistant) 
and  DSP  (Digital  Signal  Processing).  The  former  is  a  new  type  of  handheld  computer/organiz- 
er/communicator intended  to  reinvigorate  personal-computer  makers.  The  latter  is  a  type  of 
chip  that  will  help  turn  PCs  into  TVs,  perhaps  reinvigorating  personal-computer  makers. 
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ILLUSTRATION  BY  "THE  DYNAMIC  DUO" 
TEXT  BY  JOAN  O'C  HAMILTON 
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In  print  through  books,  magazines  and  newsletters  •  On-line 
over  electronic  networks  •  Over  the  air  by  television,  satellite  and  FM 
sideband  •  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually — to  meet  the  growing  and  changing  global 

nppHc  nf  hncinpcc  inHnctrv  p»Hi n-atir»n  thp»  r»rr»ff«:«;ir»n<:  ^nri  onvprnmpnt  I 


The  first  index  to  provide 
a  performance  benchmark 
for  mid-capitalization  stocks. 


Standard  &  Pbor's  Mid-Cap  400  Index 


Encyclopedia  of  Mammals 


Fil. 

■ 


File    Edit    Browse    Search      Find  Location 


The  first  encyclopedia  of 
mammalian  biology  with 


The  first  U.S.  college  economics 


textbook  published  for  the 
emerging  free  market 


system  of  the  new  Russia. 


The  first  computer  software 


for  attorneys  and  accountants 


that  calculates  and  prepares 
Federal  Estate  Tax  Returns. 


Shepard's  Federal  Estate  Tax  Software 


At  McGraw-Hill,  being  first 
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ENTERPRISE 


Sluggishness  is  just  a  state  of 

mind — and  you  don't 
have  to  live  with  it  anymore 


192  OVERVIEW 

HOW  GOLIATHS 

CAN  ACT  LIKE  DAVIDS 

More  giants  are  working  to  combine  the  clout 
of  bigness  with  the  human  scale  and  sharp 
focus  of  smallness 

204  CLOSE-UP 
PERCY  BARNEVIK'S 
GLOBAL  CRUSADE 

ABB's  aggressive  chief  has  broken  the  global 
giant  into  5,000  profit  centers,  slashing  staff, 
and  putting  managers  on  the  hot  seat 

212  INTERVIEW 

JACK  WELCH  ON  THE  ART 

OF  THINKING  SMALL 

"Speed  is  really  the  driver  that  everyone  is 
after.  Faster  products,  faster  product  cycles 
to  market.  Better  response  time" 


218  MANAGEMENT 
LETTING  GO 
IS  HARD  TO  DO 

You  re  used  to  giving  orders?  Well,  you  may 
find  giving  more  responsibility  to  your  staff 
has  its  rewards,  too 

222  STRATEGIES 
TURNING  RIVALS 
INTO  TEAMMATES 

Little  outfits  have  the  fresh  ideas.  Big 
companies  have  the  bucks.  So  guess  what: 
They  're  joining  form 

227  JAPAN 

JAPAN  INC.  FINALLY 
STARTS  ITS  DIET 

At  dozens  of  companies,  corporate  socialism 
is  giving  way  to  individual  initiative,  fewer 
automatic  promotions — and  pink  slips 
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BIG      C  O  M  P  AN  IE  S 


OVERVIEW 


HOW  COIUTHS 

(AN  ACT  LIKE  DAVIDS 


More  giants 
are  working 
to  combine  the  clout 
of  bigness  with 
the  human  scale 
and  sharp  focus  of 
smallness 

BY    RICHARD    A.  MELCHER 

Donald  G.  Berger  speaks  with  the  ex- 
haustion and  excitement  of  an  entre- 
preneur who  has  labored  for  years  over  a 
potentially  world-beating  product.  The 
prelaunch  series  of  20-hour  days,  the 
roller  coaster  of  emotions,  the  anxiety 
about  whether  sophisticated  systems 
would  whir,  and  finally,  the  champagne 
toasts — he  has  been  through  it  all.  "This 
is  a  once-in-a-lifetime  opportunity," 
gushes  Berger,  the  new  chief  executive 
officer  of  Roadway  Global  Air  Inc.  in  In- 
dianapolis: "We've  brought  a  new  com- 
pany to  market,  not  just  in  the  U.  S.  but 
globally." 

Yet  the  mid-September  takeoff  of  Glo- 
bal Air,  which  aims  to  bring  new  stan- 
dards of  high-tech  service  to  the  inter- 
national package-delivery  business,  is 
no  ordinary  venture  deal.  Instead,  it's 
the  latest  and  boldest  startup  spawned 
by  Global  Airs  63-year-old  parent,  $3.7 
billion  transportation  giant  Roadway  Ser- 
vices Inc.  As  was  the  case  with  Road- 
way's earlier  moves  beyond  old-line 
long-distance  trucking  into  such  fields 
as  small-package  delivery,  Roadway  is 
flying  into  a  low-margin  business  that 
has  well-entrenched  competitors,  in- 
cluding Burlington  Air  Kxpress,  Kmory 
Worldwide,  and  1)1  IL.  And  it  figures  to 


spend  at  least  $100  million  before  Global 
Air  sees  any  black  ink. 

No  matter.  Extensive  research  points 
to  unsatisfied  customers.  So  now,  Road- 
way is  betting  that  its  new  company- 
within-a-company,  staffed  by  inspired 
employees,  can  fulfill  the  lofty  dreams 
of  any  startup.  "We  may  be  in  the  over- 
night business,  but  we  aren't  going  to 
build  a  global  power  overnight,"  notes 
Berger,  who  was  lured  from  a  22-year 
career  at  Consolidated  Freightways  by 
the  prospect  of  building  his  own  com- 
pany. "But  Roadway  is  willing  to  stick 
with  this." 

Patient,  nimble,  and  innovative.  Not 
exactly  characteristics  usually  associat- 
ed with  the  trucking  industry — or  many 
big  companies,  for  that  matter.  Rather, 
it's  the  sickly  hulks  of  IBM,  General  Mo- 
tors, and  Westinghouse  that  have  led 
employees,  customers,  capital  markets, 
and  the  media  to  demonize  much  of 
Big  Industry  while  reserving  a  special 
place  in  their  hearts  for  blossoming  small 
companies. 

Well,  look  again.  There  are  scores  of 


Roadways  stirring  around  the  gl<  e. 
They  are  quietly  embarking  on  a  I  d 
adventure  to  combine  the  advantag^ot 
bigness — access  to  capital,  formid  !e 
research  capabilities,  and  global-mai  t- 
ing  and  distribution  reach — with  thew- 
man  scale,  sharp  focus,  and  ferventta- 
trepreneurship  of  smallness. 

In  industries  as  diverse  as  measuH 
instruments  and  hotels,  pharmaceutics 
and  retailing,  companies  are  sliJre 
themselves  into  more  manageable  pbc- 
es,  farming  out  all  but  essential  fac- 
tions, sharing  risks  with  new  partrrs. 
and  once  again  listening  to  their  custai- 
ers.  They  also  are  employing  technogv 
to  act  quickly  and  strike  a  competiyc 
advantage,  whether  it's  retailing  g;n: 
May  Department  Stores  Co.'s  masBfi 
of  computers  to  monitor  inventoriepr 
Roadway's  promise  of  real-time  try- 
ing of  myriad  packages. 

Above  all,  the  best  of  the  big  are  sat- 
ing something  quite  basic:  to  make  tfeir 
companies  attractive  places  to  wB. 
Through  stock  options,  customer-sis- 
faction  bonuses,  or  opportunities  to 
ate  businesses,  big  enterprises  are*** 
ing  to  bind  their  interests  nm 
intimately  with  those  of  their  work« 
Herbert  D.  Kelleher,  co-founder  m 
cheerleading  CKO  of  Southwest  AirlBf 
Inc.,  can  credit  much  of  the  carrft 
astonishing  success  to  never  haw 
strayed  far  from  the  feel  of  a  mom-» 
jp  outfit — even  as  $1.7  billion  Soii- 
test  has  grown  into  the  nation's  eid» 
largest  airline. 

To  maintain  the  buzz,  the  iconooi- 
tic  Kelleher — who  has  dressed  as  £» 
and  the  Easter  Bunny  on  flights— lis 
deployed  everything  from  traditicil 
profit-sharing  schemes  to  a  buddy  raj- 
tem  linking  old  and  new  employees* 
a  result,  Southwest  is  not  only  the  IB 
airline  industry's  most  consistent  pr# 
spinner  but  also  a  company  that  wilkr 
tract  100  applications  for  each  vacaw 
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is  year.  Credit,  in  part,  Kelleher's  strik- 
gly  simple  mantra:  "Think  and  act 
lall,  and  we'll  be  bigger.  Think  and 
c  big,  and  we'll  get  smaller." 
Such  plain-spoken  advice  was  widely 
lored  in  much  of  Corporate  America, 
well  Europe  and  Asia,  over  the  past 
cade  in  a  mad  dash  for  size.  No  long- 
Beginning  in  Britain  and  now  spread- 
l  across  much  of  Europe,  recession- 
acked  companies  are  rewriting  social 
ntracts  that  guaranteed  generous  em- 
jyee  benefits,  shifting  jobs  to  low- 
ige  countries  and,  sometimes,  even 
uttering  businesses. 
This  summer,  Britain's  largest  manu- 
turer,  Imperial  Chemical  Industries 
C,  spun  off  its  highly  profitable  drug 
it,  Zeneca  PLC,  from  its  basic  chemi- 
interests  into  a  separate  company 
th  its  own  stock.  German  stalwarts 
limler  Benz,  Siemens,  and  Volkswa- 
ti  are  laying  off  tens  of  thousands  of 
fkers  in  a  furious,  if  risky,  attempt  to 
nake  a  culture  that  has  changed  lit- 
since  the  early  postwar  era. 


4*  A*  til  M 

H 


Half  a  world  away,  large  Japanese 
companies  such  as  Ricoh,  Mitsubishi 
Electric,  and  Nippon  Telephone  & 
Telegraph  are  equally  intent  on  trim- 
ming their  bloated  organizations.  Be- 
cause of  cultural  differences,  the  meth- 
ods used  are  often  more  subtle.  Toyota 
Motor  Corp.  in  1994 
will  hire  only  half  the 
workers  originally 
planned,  while  Digital 
Equipment  Corp.  in  Ja- 
pan is  requesting  that 
200  employees  seek 
voluntary  early  retire- 
ment. But  the  results 
will  be  the  same:  trim- 
mer Japanese  giants  that 
can  better  compete  with 
companies  that  don't 
carry  so  much  bureau- 
cratic baggage  (page 
227). 

There's  danger  in 
simply  chopping  heads 
without  having  a  broader  plan  to  change 
the  way  the  remaining  organization  op- 
erates. Just  look  at  IBM,  Eastman  Ko- 
dak, or  General  Motors,  all  groping  gi- 
ants that  discovered  to  their  chagrin  that 
mass  firings  can  merely  erode  morale, 
leaving  the  skinnier  company  no  more 
coherent  than  before.  "The  advantage 
to  head-count  cuts  is  that  they  happen 
fast,  and  the  markets  tend  to  react  fa- 
vorably," notes  Kim  S.  Cameron,  a  pro- 
fessor at  the  University  of  Michigan 
business  school.  "The  disadvantage  is 
that  it's  like  throwing  a  grenade  into  a 
crowded  room."  And  Cameron  has  seen 
the  fallout:  Of  the  150  restructuring 
companies  he  has  studied,  three-quar- 


ters end  up  worse  off  after  their  down- 
sizing. 

Of  course,  many  smaller  companies 
have  gone  astray,  just  like  big  ones.  And 
often  it's  for  the  same  reasons:  They 
build  in  too  much  bureaucracy  as  they 
get  larger  and  lose  touch  with  their  em- 
ployees and  principal 
markets. 

Yet  the  job-creating 
power  and  financial  re- 
turns of  the  healthiest 
small  companies  high- 
light a  big  gap  between 
them  and  their  larger 
counterparts  (chart,  page 
195).  It  also  comes 
down  to  the  bottom 
line:  In  terms  of  operat- 
ing income  per  employ- 
ee before  depreciation, 
America's  top-perform- 
ing small  public  compa- 
nies outperform  the  cor- 
porate giants  in  scores 
of  industries,  at  rates  ranging  from  1.4 
times  better  in  general  manufacturing 
to  a  staggering  5.1  times  in  computer 
software  and  services,  according  to  Stan- 
dard &  Poor's  Compustat  Services  Inc. 

The  best  of  the  big — companies  such 
as  General  Electric,  Emerson  Electric, 
and  Johnson  &  Johnson,  with  their 
heavy  emphasis  on  small  management 
teams  running  highly  decentralized 
units — have  rarely  lost  sight  of  the  vir- 
tues of  smallness.  Others,  including 
communication  giants  American  Tele- 
phone &  Telegraph  Co.  and  Motorola 
Inc.,  have  been  traumatized  into  remak- 
ing themselves  by  deregulation,  heavy 
international  competion,  or  both.  Still 
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advantis 

A  NETWORKING  TECHNOLOGY  COMPANY 


YOU'RE  LOOKING  AT  THE  ANSWER  TO  YOUR  COMPANY'S 
NETWORK  OUTSOURCING  NEEDS. 


Actually,  you  won't  find  the  answer  on  this  piece  of 
paper.  At  least  not  yet.  And  that's  exactly  the  point. 

Your  business  is  different  from  everyone  else's.  Your  net- 
working needs  are  unique.  So  why  is  it  so  many  companies 
already  have  a  pre-packaged,  one-size  solution  to  your  net- 
working problems,  even  before  they've  asked  you  a  question? 

At  Advantis™  we  believe  the  only  real  answer  is  to  start 
with  a  blank  sheet  of  paper.  We'll  sit  down  with  you  and  dis- 
cus  your  specific  requirements.  Then  we'll  recommend  a 
soluti<  i  that's  designed  for  your  company. 

;  one  is  more  capable  of  handling  your  networking 
needs,  b. cause  networking  is  our  only  business.  Our 


Custom  Network  Solutions  provide  the  foundation  for ) 
data,  voice  and  video  network  requirements  from  re-e 
neering  through  implementation  and  management.  We 
offer  many  other  value-added  outsourcing  opportuni 
including  a  full  range  of  remote  computing  and  messaj 
services. 

So  if  you're  tired  of  pat  answers  or  blank  stares,  le 
start  with  a  blank  sheet  of  paper.  Call  the 
networking  experts  at  Advantis 
1-800-775-5808  or  send  an  elec- 
tronic message  to  USAVTADV  at 

IBMMAIL™  today.  a  networking  technology  com 


achanti 


©  1W3  Advantis  Ml  rights  reserved  TM  Advantis  is  a  trademark  of  Advantis 
1  M  IBM  MAM  is  -  udfiiiark  of  Inn  r  national  Business  Ma<  nines  (  orp 
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DATA:  HEWITT  ASSOCIATES 


hers,  such  as  $2  billion 
xury  hotelier  Hyatt 
otels  Corp.,  have  only 
cently  accepted  the 
:ed  to  overhaul  them- 
lves  to  deal  with  the 
)wed  growth  and 
;htfisted  customers  of 
e  1990s. 

Whatever  the  reason 
•  their  conversion,  big 
mpanies  that  think 
lall  share  a  realization 
at  maintaining  the 
xibility  of  a  small  en- 
prise — not  sheer  size — will  be  the  real 
;asure  of  their  long-term  success. 
'Oards  and  managements  that  have 
en  focused  so  heavily  on  short-term 
ancial  results  are  now  attacking  what 
ikes  their  companies  great  for  the  long 
m,"  says  Cyrus  F.  Freidheim  Jr.,  vice- 
rirman  of  consultant  Booz,  Allen  & 
milton  Inc. 

)ne  place  to  start  is  to  break  the  be- 
noth  into  far  more  manageable  units, 
jctured  around  product  lines  or  dis- 
te  businesses.  Such  moves  can  un- 
sh  a  tidal  wave  of  payoffs  as  compa- 
•s  accelerate  the  development  of 
ducts  and  unleash  the  pent-up  crea- 
ty  of  their  employees, 
usi  ask  Emerson  Chief  Executive  Of- 
:r  Charles  F.  Knight,  whose  $8.2  bil- 
l  precision  instrument  manufacturer 
:  logged  a  stunning  36  consecutive 
iurs  of  record  earnings  from  his  40 
hly  autonomous — but  highly  account- 
e — divisions. 

knight  uses  three  quick  measures  to 
ermine  whether  big  companies  have 
ome  lumbering  and  bureaucratic.  He 
|  jes  that  the  best  companies  will  push 
|  planning  and  control  of  profits  down 
)roduct  lines.  They  will  ruthlessly 
|  id  building  up  headquarters  staff, 
;ch  at  Emerson  is  at  the  same  level 
10  years  ago,  despite  a  doubling  of 
:s.  And  they  will  open  communica- 
i  channels  so  that  crucial  competitive 
financial  information  flows  down  to 
shop  floor  and  suggestions  flow  up 
n  there  to  the  chairman.  Knight,  for 
ance,  says  he  personally  reviews  eve- 
tpinion  survey  from  Emerson's  233 
its. 

night  is  about  to  get  a  chance  to  ap- 
those  tests  at  Americas  most  trou- 
i  big  company,  IBM,  where  he  has 
;ntly  become  a  board  member.  He's 
Pollyanna  when  it  comes  to  what's 
essary  to  make  Big  Blue  or  any  oth- 
big  company  more  flexible.  "It 
ids  easy,  but  it  requires  a  complete 
ige  in  how  people  act  and  think  to 
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move  away  from  a  large 
centralized  organiza- 
tion," he  explains. 

That's  why  the  best 
of  the  big  companies 
frequently  resemble 
nothing  so  much  as  a 
collection  of  small  ones. 
By  stripping  out — or  re- 
fusing to  add— layers  of 
management,  they  side- 
step what  Dartmouth 
College  business  profes- 
sor James  Brian  Quinn 
calls  "excessive  ration- 
alism"— a  common  pitfall  that  leads  big 
companies  to  build  in  so  much  analysis 
and  planning  that  they  simply  avoid  tak- 
ing risks. 

For  a  primer  on  how  to  do  it  right, 
look  at  Johnson  &  Johnson.  This  $14 
billion  health-care  giant,  a  perennial  in- 
dustry leader  in  profits  and  innovation,  is 
really  a  group  of  168  companies  selling 
everything  from  Band-Aids  and  birth- 
control  pills  to  baby  powder  and  Tyle- 


nol. If  one  of  its  dozens  of  labs  devel- 
ops a  hot  product,  a  new  company  is 
created  to  peddle  it. 

American  auto-parts  maker  Dana 
Corp.,  a  big  supplier  to  big  U.  S.,  Euro- 
pean, and  Japanese  carmakers,  has  ap- 
plied this  small-is-beautiful  approach  to 
its  far-more  prosaic  business.  Only  a 
handful  of  Dana's  120  plants  employ 
more  than  200  people,  and  when  a  di- 
vision of  the  $5  billion  company  gets  too 
big,  it  simply  gets  split  in  half.  "Plant 
managers  should  know  the  name  and 
personal  circumstances  of  everyone," 
insists  Dana  Chairman  Southwood  J. 
Morcott. 

Many  conglomerates,  of  course,  are 
being  driven  by  competitors  and  capi- 
tal markets  to  even  more  extreme  solu- 
tions. Now  that  managers  extol  the  vir- 
tues of  focus  instead  of  the  safety  of  a 
diversified  business  portfolio,  they  are 
lopping  off  big  limbs.  For  companies  as 
diverse  as  American  Express,  Textron, 
and  Sears  Roebuck,  it's  back  to  basics — 
which  almost  always  means  a  concen- 


SMALL  FRY,  BIG  RESULTS 


Large  Company    Small  Company 


AVERAGE  SALES  PER  EMPLOYEE 

Large  companies  in  many  industries  have  a 
compelling  reason  to  emulate  their  smaller 
rivals — the  better  efficiency  of  the  small fry. 
Here  are  six  industries  where  the  laigest 
10  publicly  traded  companies  with  sales 
of  $10  million  to  $150  million 
outperform  the  10  largest  companies 
with  sales  of  more  than  $1  billion. 


$1  19,672 

$134,125 

AUTO  PARTS 

$152,504 

PJLJ 

GENERAI  MANUFACTURING 

COMPUTERS  &  PERIPHERALS 


$93,728 

$183,597 

HEALTH  (ARE  SERVICES 

$832,824 

$1,1  17,343 

COMPUTER  SOFTWARE  i  SERVICES 

$121,765 

INSTRUMENTS  & 

MEASURING  DEVICES 

DATA:  STANDARD  AND  POOR'S  COMPUSTAT  SERVICES 
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For  Denis  Stemmle,  it's  a  dream  come  true.  The  idea 
was  to  make  a  battery-operated,  plain-paper  copier 
that  could  nestle  in  a  briefcase  alongside  a  laptop  comput- 
er. For  five  years  running,  he  presented  the  concept  to  Xe- 
rox Corp.'s  operating  committee,  and  every  year  it  got 
shot  down.  Now.  10  years  after  engineer  Stemmle 
dreamed  up  the  nifty  device,  it's  about  to  make  its  debut  at 
January's  giant  Consumer  Electronics  Show  in  Las  Vegas. 

But  after  25  years  at  Xerox,  Stemmle  no  longer  works 
there.  The  copier  is  made  by  his  new  employer.  QuadMark 
Ltd.,  across  town  from  Xerox'  Rochester  (N.  Y.)  develop- 
ment center.  In  years  past  QuadMark  would  have  been 


XEROX  TECHNOLOGY  VENTURES  funds  startups  to  develop 

PRODUCTS— SUCH  AS  QUADMARK  COPIERS— BEFORE  THE  INVENTOR  DECAMPS 

just  another  company  that  Xerox  let  slip  away  with  its 
technology — much  the  way  Apple  Computer  Inc.  bor- 
rowed the  idea  of  a  personal  computer's  icon  and  mouse 
from  Xerox'  vaunted  Palo  Alto  Research  Center. 

But  this  time,  there's  a  difference.  Xerox  owns  60%  of 
QuadMark,  one  of  a  growing  portfolio  of  companies  found- 
ed by  Xerox  Technology  Ventures  (XTV),  an  internal  fund 
in  El  Segundo,  Calif.  XTV  was  established  to  generate  profits 
for  Xerox — rather  than  smaller,  nimbler  competitors — 
from  promising  interna!  technologies  that  have  been  dis- 
carded or  simply  overlooked  by  the  $  1 5  billion  giant  "We 
concluded  that  we  neede  I  a  system  to  prevent  technology 
from  leaking  out  of  the  comoany,"  says  Robert  V.  Adams, 
president  of  the  $30  million  fund.  Admits  Xerox  Chairman 
Paul  A  Allaire:  "Xerox  Technology  Ventures  is  a  hedge 
against  repeating  missteps  of  the  past" 


So  far,  it's  working.  Since  its  1989  debut  XTV  has  funded 
a  dozen  startups.  Only  two  have  gone  belly-up,  and  eight 
are  already  profitable.  In  fact  the  first  company  XTV 
launched,  Advanced  Workstation  Products  Inc.,  was  a  littk- 
too  successful.  It  devised  an  add-in  circuit  board  that  whe 
slipped  into  an  inexpensive  IBM  personal  computer,  allowec 
it  to  do  the  job  of  a  $  1 0,000  Xerox  office  workstation.  X< 
rox  decided  it  had  to  buy  out  this  competitor  it  had  helpec 
create — it  now  sells  the  board  itself — and  the  tiny  compa 
ny's  founders  and  employees  pocketed  $2  million  of  the 
$15  million  purchase  price.  Says  Tony  N.  Domit  the  start- 
up's president  "It  was  terribly  embarrassing  to  a  lot  of 

 i   people  at  Xerox." 

Normally,  Xerox  isn't  in 
the  business  of  buying  back 
its  own  ideas.  Instead,  Ad- 
ams runs  XTV  as  a  classic 
venture-capital  operation, 
providing  seed  money  and 
lining  up  outside  investors. 
At  QuadMark,  for  example 
$3.5  million  came  from 
Taiwan's  Advanced  Scientif 
ic  Corp.,  with  a  20%  stake. 

XTV's  goal  is  to  take 
public  the  companies  it 
funds,  with  Xerox  profiting 
later  from  the  sale  of  its 
stake.  "Unlike  most  com- 
panies' venture  activities, 
we're  willing  to  give  up 
control,"  explains  Adams, 
who  will  take  three  XTV 
companies  public  by  1995. 

Xerox  is  also  willing  to 
turn  up  the  heat  on  its  lit- 
tle spin-offs.  Adams  prom- 


ises no  return  berth  for  executives  at  XTV  companies  that 
fail — unlike  most  corporate  "intrapreneuring"  ventures.  Bui 
he  dangles  a  big  carrot  to  keep  entrepreneurial  juices  flow^ 
ing:  20%  of  the  shares  of  the  independent  startups  are  re- 
served for  founders  and  key  employees.  "What  we  like 
about  Bob's  approach  is  that  he  adds  the  element  of  risk," 
says  Alessandro  Piol,  a  director  of  AT&T  Ventures,  a  two- 
year-old  fund  modeled  on  XTV. 

But  the  biggest  payoff  from  XTV  may  be  nonfinancial.  Al- 
ready, Xerox  managers  are  keeping  a  closer  eye  on  inter- 
nal technologies  and  employee  ideas.  And  Xerox  technolo- 
gists are  pumped  about  the  opportunities  XTV  allows  for 
promising  ideas.  Just  ask  Denis  Stemmle,  who  had  code- 
named  his  long-frustrated  copier  project  "Quixote."  Today, 
he's  no  longer  tilting  at  windmills. 

By  Larry  Armstrong  in  Ei  Segundo,  Ca\'t\ 
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:tion  on  a  smaller,  more  manageable 
)up  of  businesses. 

Often,  the  result  is  far  better  perfor- 
tnce,  both  at  the  spin-offs  and  the  par- 
t  companies.  Investment  bankers 
itchell  &  Co.  looked  at  10  represen- 
ive  conglomerates  that  spun  off  units 
recent  years  and  discovered  their 
are  prices  after  five  years  were  39% 
;her  than  the  Standard  &  Poor's  500- 
ck  index. 

n  fact,  most  big  companies  have  dis- 
vered  something  small  companies 
ew  all  along:  They  can't  do  it  all. 
jre  and  more  activities  that  have  no 
yoff  are  being  off-loaded, 
^s  part  of  its  reconstructive  surgery 
m  disabling  loan  losses,  Continental 
nk  Corp.  pushed  almost  everything 
:  tied  to  lending  and  trading  money — 
id  and  legal  services,  building  mainte- 
iice,  even  its  information  systems 
nagement — to  outside  suppliers.  And 
n  Microsystems,  a  $4.3  billion  maker 
computer  workstations,  recently 
sed  its  distribution  warehouses  and 
ned  worldwide  shipping  over  to  such 
npanies  as  Federal  Express  and  Nip- 
i  Express. 

Given  today's  margins  in  the  com- 
ter  business,  we  need  to  take  our 
rce  resources  and  apply  them  to  ar- 
that  will  get  us  faster  to  market  and 
us  the  technologies  we  need,"  says 
I  Microsystems  Vice-President  Rob- 
Graham. 

'or  Sun  Microsystems  and  scores  of 
er  companies,  the  not-invented-here 
idrome,  which  has  slowed  so  many 
;e  companies'  response  time,  may  be 
ling  of  the  past.  Today,  big  compa- 
s  such  as  Hewlett-Packard  and  Swe- 
lls L.  M.  Ericsson  are  teaming  up 
h  their  smaller  brethren  in  a  rush  to 
sad  risks,  enter  new  markets  quickly 
j  1  relearn  entrepreneurial  tricks, 
j  Wen  mammoth  AT&T,  which  recent- 
|  howed  its  prodigious  financial  muscle 
;  plunking  down  $12.6  billion  to  buy 

I  ular  kingpin  McCaw  Cellular  Com- 
nications  Inc.,  sees  its  limits.  That's 

I I  reason  it's  joining  Apple,  Sony,  Phil- 
i  Matsushita,  and  Motorola  in  back- 
tiny  startup  General  Magic's  quest 
develop  wireless  communications 
.ware. 

I  >ut  the  answer  isn't  always  outside. 
|  mpanies  such  as  3M,  AT&T,  and 
jj  cas  Instruments  are  now  serving  as 
Lcons  for  others  seeking  to  unleash 
1  repreneurs  and  new  ventures  with- 
I  nultibillion-dollar  enterprises. 
|  >ne  way  is  to  encourage  research  and 
|  elopment  labs  or  planning  staffs  to 
I  abate  projects  that  can  be  run  almost 


Fun:  It'sfundamentol 


For  sheer  goofiness,  it  would  be 
hard  to  top  the  sales  meeting 
that  MCI  Communications  Corp.  put 
on  in  Dallas  last  October.  A  cross  be- 
tween a  fraternity  skit  night  and  a 
mock  political  convention,  the  session 
featured  red,  white,  and  blue  balloons 
and  blaring  patriotic  music.  Sales 
teams,  dressed  up  as  their  favorite  Sat- 
urday Night  Live  characters,  read  out 
their  regional  revenue  projections  for 
the  coming  year.  At  the  end  of  that 
"roll  call,"  Chairman  Bert 
C.  Roberts  Jr.  walked  on- 
stage to  accept  his  "nom- 
ination" amid  chants  of 
"Bert..  Bert..  Bert." 

There's  a  purpose  be- 
hind these  seemingly 
juvenile  high  jinks.  The 
meeting  was  part  of  an 
effort  mounted  by  the 
nation's  No.  2  long-dis- 
tance company  to  main- 
tain its  scrappy,  entrepre- 
neurial edge  as  it  grows 
older  and  larger.  Al- 
though MCI 's  employ- 
ment has  soared  tenfold 
since  1 982,  to  3 1 ,000 
workers  today,  manage- 
ment realizes  that  it  was 
small-company  entre- 
preneurism  that  allowed 
25-year-old  MCI  to  turn 
the  button-downed  long-distance 
world  on  its  ear.  "Our  strategy,  our 
values,  our  corporate  culture  all  come 
together  in  a  spirit  that  makes  MCI 
special,"  explains  Roberts.  "It's  the  key 
competitive  difference  between  us  and 
our  rivals." 

Maintaining  that  hard-charging  style 
in  a  $10.6  billion  corporation,  howev- 
er, is  no  easy  task —  especially  as  MCI 
gets  bigger  and  no  longer  can  rally  its 
troops  simply  by  casting  itself  as  the 
underdog  to  American  Telephone  & 
Telegraph  Co.'s  Evil  Empire.  Another 
threat  is  creeping  corporatism:  Wash- 
ington-based MCI  moved  last  year  from 
spartan  digs  into  plush  new  headquar- 
ters a  mile  from  the  White  House. 


And  its  fleet  of  four  corporate  jets 
isn't  the  stuff  of  struggling  startups. 

That's  why  Roberts  has  declared 
that  a  top  1 993  company  priority  will 
be  "to  keep  the  spirit  of  MCI  kindled." 
To  do  that  he  regularly  appears  on 
MCI 's  closed-circuit  TV  network  to 
give  impassioned  spiels  about  entre- 
preneurism.  He  occasionally  does  mag- 
ic tricks  at  management  meetings.  And 
at  one  staff  caucus  earlier  this  year, 
Roberts  even  took  a  pie  in  the  face 


MC  I  OFFICES  ALMOST  NEVER  HAVE  DOORS, 
SO  THAT  IDEAS  CAN  FLOW  UNIMPEDED 

from  one  of  his  fellow  executives. 

But  the  MCI  chiefs  efforts  to  main- 
tain the  nimble,  quirky  persona  of  the 
younger  MCI  go  beyond  mere  stunts. 
To  lubricate  the  flow  of  ideas,  most 
offices  at  new  MCI  buildings,  including 
headquarters,  have  no  doors.  And  MCI 
has  kept  its  management  structure  so 
flat  "that  there  are  only  two  levels  be- 
tween Bert  and  the  branches,"  boasts 
Timothy  F.  Price,  president  of  MCl's 
business  markets  unit. 

Whether  MCI  can  maintain  its  out- 
sider's edge  as  it  continues  to  grow 
remains  to  be  seen.  For  now,  Roberts 
won't  let  MCI  slip  quietly  into  middle 
age  without  a  fight 

By  Mark  Lewyn  in  Washington 
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BIG  COMPANIES 


xperiments  outside  more  mature 
s — and  to  single  them  out  for  spe- 
notice.  3M,  for  example,  allows  em- 
ees  to  set  aside  15%  of  their  work 
k  for  new-project  ideas.  The  most 
nising  notions  can  evolve  into  work 
is  and  new  divisions.  And  the  idea 
:rators  can  reap  handsome  rewards, 
1  $50,000  "genius  grants"  to  merit 
■  and  profit-sharing. 


For  all  of  the  big-company  rethinking 
under  way,  however,  the  critical  issue  is 
how  to  recapture  the  type  of  allegiance 
and  commitment  that  have  long  been 
hallmarks  of  the  best  small  outfits.  Big- 
company  managers  increasingly  recog- 
nize the  symbiotic  relationship  between 
inspired  employees  and  the  bottom  line. 
And  a  surprisingly  simple  way  for  com- 
panies to  inspire  workers  is  often  just  to 


listen  to  them.  That's  tough  for  many 
managers,  simply  because  they  might 
not  like  what  they  hear. 

Employees  at  Hyatt  Hotels,  for  ex- 
ample, are  actively  encouraged  to  ques- 
tion orders  that  come  down  from  the 
hotelier's  Chicago  headquarters — and 
they  regularly  redraft  roughly  70%  of 
the  edicts,  notes  President  Darryl  Har- 
tley-Leonard. "We  refer  to  the  field 


Playing  ball  without  the  coach 


rhe  machine  snop  where  Judy  Gravely  works — at  a 
Texas  Instruments  Inc.  factory  in  Dallas — used  to  be 
quiet,  detached  place.  "We  came  in  and  put  in  our  40 
■urs,  and  were  taught  for  years  not  to  communicate," 
/s  Gravely,  who  machines  parts  for  Tl's  missiles  and 
imbs.  All  suggestions  went  up  the  ladder  to  a  supervis- 
— often  not  to  be  heard  of  again. 
No  longer.  Battered  by  defense  cutbacks  and  vicious 
mpetition  in  its  other  high-tech  markets,  Tl  has  turned  to 
grunts  for  answers  on  how  to  stay  competitive.  So 
•avely  and  the  other  five  mem- 
rs  of  her  new  work  team  now 
ledule  their  own  jobs,  order 
;ir  own  supplies,  and  track 
;ir  own  attendance.  They  also 
2nd  plenty  of  time  communi- 
jng,  often  spotting  problems 
fore  they  happen.  The  results: 
e  time  to  make  a  bail  ring  has 
apped  from  1 3.8  hours  to  just 
i  hours. 

Hoping  to  duplicate  such  en- 
prise  in  its  other  businesses, 
is  adopting  self-directed  work 
ims  in  most  parts  of  the  com- 
yy.  It's  difficult  to  quantify  the 
llective  impact  on  $7.4  billion 
but  sales  per  employee  have 
Droved — up  from  $88,300  in 
39  to  $122,820  in  1992. 
4ost  impressively,  at  the  $2  billion  Defense  Systems  & 
ctronics  Group) — where  more  than  80%  of  staffers  are 
w  on  teams — profits  have  held  steady,  despite  increased 
npetition  for  scarce  defense  contracts.  Fred  Eintracht, 
m  development  chief  for  DSEG,  explains  that  productivity 
ns  for  teams  that  have  taken  the  reins  range  from  20% 
50%. 

i  part,  this  handing  over  of  responsibility  is  an  inevitable 
product  of  downsizing.  For  example,  when  1 ,200  em- 
yees  took  an  early-retirement  package  designed  for  only 


TEXAS  INSTRUMENTS  work  teams 

ON  THE  SHOP  FLOOR  ARE  SELF-DIRECTED 


half  that  many,  in  October,  1991,  DSEG  executives  suddenly 
found  themselves  with  two  fewer  layers  of  management 
and  more  direct  oversight  than  they  could  easily  handle. 
DSEG  President  William  "Hank"  Hayes,  for  example,  was 
left  with  1 2  people  reporting  to  him  directly  instead  of 
four.  "That  tends  to  get  rid  of  the  urge  to  micromanage," 
he  explains. 

That's  a  turnabout  for  Tl,  long  known  for  an  autocratic, 
top-down  management  style.  Starting  in  the  1 980s,  in- 
creased competition  in  its  key  chip  markets  changed  that 
cockiness.  "We've  finally  started 
taking  responsibility  for  what 
this  all  means  for  manage- 
ment— getting  out  of  the  way," 
says  Hayes. 

Change  has  not  come  easily 
or  quickly,  however.  Even  in  the 
best  cases,  it  takes  about  two 
years  for  a  Tl  work  team  to 
take  on  its  own  day-to-day  man- 
agement, as  the  work  process 
usually  has  to  be  completely  re- 
designed. Supervisors  have  to 
recast  themselves  as  facilita- 
tors— or  be  replaced.  Informa- 
tion systems  have  to  be  changed 
to  give  the  team  members  ac- 
cess to  product  cost  data.  And 
there's  the  up-front  financial 
cose  Tl  boosted  U.  S.  training 
spending  1 7%  last  year,  to  $35  million. 

Still,  some  unexpected  changes  have  sprung  from  the  in- 
creased communication  that  has  come  to  Tl.  In  a  move  that 
would  have  been  unthinkable  a  decade  ago,  for  example, 
Hayes  has  already  notified  DSEG  workers  that  half  of  them 
are  likely  to  lose  their  jobs  in  coming  months  if  new  non- 
defense  contracts  aren't  found.  Workers  don't  like  the 
news,  but  they  appreciate  the  candor.  Being  taken  seriously 
is  the  ultimate  form  of  empowerment 

By  Peter  Burrows  in  Dallas 
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[employees]  as  the  loyal  opposition," 
jokes  the  hotelier. 

But  there  are  plenty  of  benefits  from 
an  open  dialogue  with  workers  to  salve 
management's  baiised  egos.  Hyatt's  suc- 
cessful new  "Camp  Hyatt"  and  "Rock 
Hyatt"  programs  for  children  and  teens 
at  its  resorts  were  spawned  by  an  em- 
ployee suggestion.  And  Hyatt  has 
helped  finance  employee  startups  in 
such  areas  as  restaurant  management 


and  event  planning,  occasionally  sub- 
contracting work  back  to  them. 

Once  senior  managers  begin  to  listen 
to  their  work  force,  rather  than  simply 
talking  down,  it's  not  long  before  many 
consider  changes  in  another  area  that 
can  make  employees  true  partners:  com- 
pensation. Schemes  such  as  stock  op- 
tions, quality  bonuses,  and  raises  pegged 
to  customer  satisfaction  are  proliferating 
at  big  companies.  A  recent  study  of 


2,000  companies  by  consultants  He' 
Associates  reveals  that  68%  of  th 
have  incentive  programs  that  ext< 
throughout  the  business,  up  from  4 
five  years  ago.  By  the  year  2000,  { 
diets  Hewitt  Director  Ed  Gubman, 
mally  all  companies  will  have  such  pi 
And  there's  growing  evidence  of  qi 
payback.  An  American  Compensat 
Assn.  study  found  that  companies 
earning  back  twice  what  they  are  { 


Sometimes,  you  still  gotto  hove  size 


:: 


BY  JAMES   B.  TREECE 

In  1 946,  steel  magnate  Henry  J.  Kaiser  boasted  to  a  Detroit 
dinner  gathering  that  two  recent  stock  offerings  had  raised  a 
huge  $50  million  to  invest  in  his  budding  car  company.  Sudden- 
ly, a  voice  from  the  back  of  the  room  shot  out  "Give  that  man 
one  white  chip." 

Sometimes,  to  play  in  the  big  leagues,  you  need  to  have  a  lot 
of  weight  to  throw 
around.  That's  an  increas- 
ingly unpopular  notion  to 
trumpet  in  this  decade  of 
downsizings.  Yet  scale, 
the  stewarding  of  consid- 
erable financial,  human,  or 
technical  resources,  can 
still  be  a  powerful  com- 
petitive advantage. 

Indeed,  you  won't  find 
Mom  &  F'op  Petrochemi- 
cals Co.  b  jilding  multibil- 
lion-dollar  refineries.  And 
in  capital-intensive  com- 
modity industries  such  as 
paper  and  cement,  com- 
panies today  must  grow 
as  large  as  possible  or  re- 
treat to  the  safety  of 
niche-player  status. 
"There  are  tremendous 
advantages  to  us  being  big,"  explains  Chairman  Richard  T. 
Farmer  of  Cintas  Corp.,  whose  $450  million  uniform-maker  has 
prospered  as  the  big  guy  in  an  industry  of  small  fry. 

Despite  the  bureaucracy  it  often  brings  with  it,  sheer  size  can 
have  compelling  advantages  for  corporations.  A  large  enter- 
prise's deep  pockets  may  allow  it  to  endure  a  prolonged  reces- 
sion that  saps  smaller  rivals.  Or  a  big  player  can  pour  more 
money  into  a  narrow  specialty  than  smaller  competitors,  much 
as  Timken  has  done  in  bearings.  "The  larger  we  are,  the  more 


GEORGIA  PACIFIC  PAPER  MILL:  NO  MOM-AND-POP  CAN  COME  UP 
WITH  THE  HUGE  CAPITAL  THAT  COMMODITY  INDUSTRIES  NEED 


able  we  are  to  smooth  over  business  cycles,"  says  Jeffr 
Grade,  CEO  of  machinery  maker  Harnischfeger  Industr 
The  advantages  of  scale  go  beyond  mass-production 
mies,  however.  Consumer-goods  concerns  for  years  h 
scale  to  buttress  their  position  against  upstarts.  Flavore 
and  tennis  shoes  don't  cost  much  to  make,  but  who  a 
the  ad  budgets  or  distribution  networks  of  a  Coca-Co 
heuser-Busch,  or  Nike? 

In  a  world  ecc 
large  companies 
international  airl 
globe-spanning  n 
banks  also  can  ej 
greater  reach,  al 
them  to  provide 
or  more  compn 
service  to  more 
ers.  This  is  the 
gument  for  large 
service  companh 
if  the  risks  of  ad 
reaua-acy  are  gr 
"One  of  our  bu: 
to  serve  large,  n 
tional  clients  wh 
operations  throi 
the  world,"  says 
Laskawy,  deputy 
man  of  Ernst  &  Y 
"The  way  we  car 

them  best  is  to  be  where  they  are." 

There's  a  reason  why  Bechtel  often  gets  the  call  wh< 
veloping  country  wants  an  airport  a  university,  or  an  e 
built  "Speed  of  response  is  erroneously  attributed  to 
companies,"  argues  Kenneth  L  Kraft,  associate  profess 
management  at  the  University  of  Tampa.  "Big  compani 
the  speed  of  response  when  large  numbers  of  resourc 
needed." 

The  enormous  cost  of  developing  new  technologies 
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out  in  employee  incentives,  thanks 
icreased  productivity  and  sales, 
t  heavy  manufacturer  Harnischfeg- 
Zorp.  in  Milwaukee,  for  example, 
)  Jeffrey  T.  Grade  deploys  five  in- 
cive  plans  for  different  employee  lev- 
The  most  novel  links  the  salaries  of 

managers  to  the  return  on  assets 
/  manage.  "It  makes  these  people 

like  small  store  owners,"  says  Grade, 
onger  term,  big  companies  must 


practice  a  delicate  balancing  act  that  al- 
lows autonomy  at  the  lowest  levels  pos- 
sible while  maintaining  the  advantages 
that  size  can  bestow.  Emerson  Electric, 
for  example,  recently  discovered  it  had 
15  die-casting  operations  scattered 
among  its  autonomous  divisions,  a  need- 
less duplication.  So  the  company  plans 
to  turn  over  all  of  those  operations  to  an 
outside  supplier  in  which  Emerson  will 
take  a  stake. 


However,  having  to  fix  such  unexpect- 
ed inefficiencies  later  is  a  small  price  to 
pay  for  the  gains  that  corporate  giants 
generate  by  empowering  both  manag- 
ers and  workers.  After  all,  as  General 
Electric  Co.  Chairman  John  F.  Welch  Jr. 
notes,  no  company  starts  out  intending 
to  stay  small  forever.  The  trick  is  con- 
tinuing to  think  small  as  you  grow. 

With  Wendy  Zellner  in  Dallas  and 
Robert  D.  Ho}  in  San  Francisco 


ome  cases,  bigger  is  not  only  better,  it's  mandatory.  In 
industry,  "you  have  got  to  have  the  pockets  for 
lys  Kenneth  K.  Kohrs,  Ford  Motor  Co.'s  vice-president 
iroduct  development  "Just  to  tool  a  fender  is  $8  mil- 
!I0  million." 

idustries  value  size  more  than  pharmaceuticals,  and  it's 
;ee  why.  The  average  cost  of  developing  a  new  drug  is 
J250  million,  and  drugmakers  have  only  seven  to  line 
tween  the  time  it's  approved  for  sale  and  when  it.  los- 
t  protection,  according  to  Aneel  G.  Karnani,  associate 
r  of  corporate  strategy  and  international  business  at 
ersity  of  Michigan  at  Ann  Arbor.  Even  with  the  best 
tiny  drug  company  often  can't  beat  the  clock — at  least 
out  help  from  one  of  those  big,  lumbering  partners, 
levelopment  costs  and  short  shelf-lives  are  the  rule  for 
ductors,  as  well.  In  both  industries,  therefore,  a  com- 
st  often  make  and  sell  huge  volumes  quickly  to  recoup 
jnents.  Argues  Karnani:  "That  itself  requires  scale." 
>n't  big  technology  outfits  get  left  in  the  dust?  Certainly 
nt  examples  of  IBM,  Digital  Equipment,  and  Wang  are 
ry.  In  addition,  a  small,  nimble  company  can  leap  on  a 
igical  breakthrough  and  ride  it  to  the  bank, 
mbleness  is  often  a  function  of  corporate  structure 
jre,  not  size.  Warns  Kraft:  "A  highly  centralized,  rigid, 
ical  small  company  has  little  advantage  over  a  highly 
ed,  rigid,  hierarchical  large  company." 


In  fact,  a  large  technology  company  has  some  potent  defens- 
es, it  may  have  pockets  of  skills  within  its  far-flung  research 
and  development  efforts  that  allow  it  to  rebound,  even  against 
its  own  miscues.  IBM  researchers,  for  instance,  invented  re- 
duced-instruction set  computing  (RISC)  in  the  1 970s  as  a  way 
to  design  powerful  computers — and  then  proceeded  to  do 
nothing  with  it  But  smaller  companies  picked  up  on  the  idea. 
In  1 986,  Sun  Microsystems  Inc.  introduced  the  first  RISC-based 
computers.  Caught  napping,  IBM  fired  up  its  designers.  Despite 
the  late  start  today  IBM  has  one  of  the  leading  RISC  chips,  the 
PowerPC.  "If  you  have  lots  of  people,  especially  if  you've  cho- 
sen them  to  have  a  wide  spectrum  of  capabilities,  you  will  be 
better  at  responding  to  new  opportunities,"  argues  Steven  L. 
Goldman,  Lehigh  University's  Andrew  W.  Mellon  distinguished 
professor  n  the  humanities. 

Sure,  big  isn't  always  better.  "Along  with  scale  comes  consti- 
pation," cautions  Clayton  Deutsch,  managing  director  of  con- 
sultants McKmsey  &  Co.  So  the  real  challenge  for  many  big 
companies  is  not  to  eschew  their  scale,  but  to  manage  it  in  a 
way  that  avoids  decision  sclerosis  and  management  rigidity. 

And  plenty  of  mammoth  corporations  are  doing  just  that 
from  Motorola  Inc.'s  continual  upgrade  of  its  work  force  to 
3M  Co.'s  requiring  units  to  churn  out  new  products  constant- 
ly. "The  fact  that  economies  of  size  are  so  rarely  realized 
doesn't  invalidate  the  scale  argument"  says  Deutsch.  "It  just 
means  it's  damn  tough  to  make  it  work." 


H  BIGGER  IS  BETTER 


Although  scores  of  k/rge  corporations  are  scrambling  for  ways  to  trim  their  massive 
organizations,  there  arc  still  businesses  where  scale  it  crucial. 


(         Economies  of 

ICTION  sca^e  based 
on  long  pro- 
on  runs  and  massive 
il  spending  often  still 
.  Not  an  arena  for 
players,  these  are 
;y  commodities. 

ilES:  Commodity 
icais,  paper,  oil  refin- 
oncrete 

IK:  Dow  Chemical, 
:o,  Boise  Cascade 


MARKETING/-  The  product 
itself  may 
cost  little  to 
make,  but 
the  major 
placers'  huge  marketing 
budgets  or  extensive 
distribution  networks 
create  a  barrier  to  tiny 
new  entrants. 

INDUSTRIES:  Bever  ges,  athletic 
footwear,  cons  imer  goods 
COMPANIES:  Coc?  Cola,  Anheu- 
ser-Busch, Ni  e,  Procter  & 
Gamble 


PURCHASING     Bigger  vol- 

P0WERH0USB:umes?an 

mean  lower 
unit  purchasing  costs  for 
retailers — or  producers 
who  rely  on  a  vast  net- 
work of  suppliers. 

INDUSTRIES:  Automobile  man- 
ufacturing, food  process- 
ing, retailing 
COMPANIES:  Toyota,  Kraft 
General  Foods,  Wal-Mart 
Stores,  Toys  'R'  Us 


TECHNOLOGY-  Scalecan 

INTENSIVE  ?elPt0, 
BUSINESSES  St0 

sell  a  short-lived  product 
in  volumes  large  enough 
to  recoup  the  investment. 
This  is  one  area,  however, 
where  companies  can  be- 
come captives  of  existing 
technology  and  be  over- 
taken by  smaller  rivals. 

INDUSTRIES:  Semiconductors, 
pharmaceuticals 
COMPANIES:  Intel,  Merck 
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What  makes  Wall  Stre 
touch  with  the  latest  dynami 
currencies,  commodities 
strange  things  most  of 


7 


vy  enough  to  always  be  in 


companies 
d  all  those 
dont  understand? 


industries, 
other 


PCs,  workstations  and  midrange  computers,  linked  to 

Mainframes,  what  else? 


To  describe  a  brokerage  as  an  information- 
intensive  business  is  a  bit  of  an  understatement. 
Like  certain  other  industries,  the  information  is 
the  business. 

That's  why  they  rely  so  heavily  on  mainframes 
to  serve  the  rest  of  their  computer  network. 

By  being  linked  to  a  mainframe,  every  desktop 
PC  and  workstation  has  access  to  vast  amounts  of 
information,  everything  from  customer  portfolios 
to  emerging  company  research. 

And  since  for  businesses  like  this,  time  literally 
is  money,  companies  have  come  to  depend  on 
mainframes  to  give  them  access  to  that  information 
instantaneously.  24  hours  a  day,  7  days  a  week. 


The  fact  is,  no  matter  what  your  business, 
if  it  depends  on  information,  nothing  can 
"serve"  the  rest  of  your  computer  network 
"dients"  to  nearly  the  degree  a  mainframe  can. 
And  the  new  "openness"  of  mainframes 
allows  them  to  serve  just  about  any  kind  of 
hardware  and  software. 

Every  day,  information  plays  an  increasingly 
vital  role  in  the  success  of  more  and  more 
businesses.  And  so  do  mainframes.  Because 
nothing  is  better  equipped  to  access,  manage, 
distribute  and  protect  your       "~  ~*~  ^~  ~~* 
information  than  a  mainframe.   Z    I=Z  _— — 
Absolutely  nothing.  — —  —  7  ZZ 


The  IBM  System/39^ 


IBM  and  System/390  are  registered  trademarks  of  Internationa!  Business  Machines  Corporation  ©  1993  IBM  Corp 


BIG  COMPANIES 


CLOSE-UP 


PERCY  BARM'S 

GLOBAL  CRUSADE 


ABBs  chief 
has  broken 
the  global  giant  into 
5,000  profit  centers, 
slashing  all  the  way 

BY   GAIL    E.  SCHARES 

Call  it  Planet  Barnevik. 

The  hard-charging  chief  executive  of 
Zurich-based  ABB  Asea  Brown  Boveri 
(Holding)  Ltd.  has  seen  the  future,  and 
it  contains  no  national  boundaries.  That's 
why  the  driven  Swede  has  used  more 


than  60  acquisitions  on  five  continents  in 
just  five  years  to  set  up  a  constellation 
of  factories  stretching  from  Stamford  to 
Sydney  that  would  serve  a  customer 
base  reaching  from  Kingston  to  Kuala 
Lumpur.  Put  simply,  Percy  Barnevik 
wants  to  sell  power  equipment  to  the 
world.  All  of  it.  Everywhere. 

This  is  a  global  company  with  a  dif- 
ference, however.  Barnevik  wants  his  gi- 
ant, with  annual  revenues  of  $32  billion, 
to  capitalize  on  local  differences  but  to 
fear  no  borders.  To  do  that,  he  is  rely- 
ing on  a  human  element  that  knows  no 
nationality:  the  spirit  of  enterprise.  He 
is  ripping  down  bureaucracy  so  execu- 
tives in  Atlanta  can  launch  new  prod- 
ucts without  meddling  from  headquar- 
ters, so  power  technicians  in  Sweden 


can  make  design  changes,  and  so  facta 
ry  workers  in  India  can  alter  productk 
methods  on  their  own.  "I  now  have  a 
army  of  25,000  in  profit-center  teams 
says  Barnevik.  If  you  can  really  build 
small-business  atmosphere,  "you  don 
have  to  push  or  entice  managers  evei 
day.  It  becomes  a  self-motivated  force 
Barnevik's  brand  of  corporate  shoe 
treatment  is  certainly  not  for  the  fail 
of  heart.  The  ABB  chief  and  his  mai 
agement  troublcshooters  love  to  use  & 
R-word — revolution — as  their  battle  cr 
They  quickly  slash  administrative  staff; 
acquisitions  by  up  to  90%.  And  thel 
don't  shrink  from  savaging  an  existin 
corporate  culture.  "You  need  a  bij 
chemical  reaction  to  change  a  compan 
operating  with  an  outdated  view  of  th 
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Id,"  argues  Eberhard  von  Koerber, 
l's  European  regional  director, 
on  Koerber  knows  a  thing  or  two 
ut  strong  reactions.  He  was  burned 
:fflgy  by  workers  protesting  ABB's 
cal  restructuring  of  the  former  Brown 
eri  after  it  merged  with  Barnevik's 
a  in  1987.  Not  that  the  protests 
/cd  him  down.  "The  important  thing 
>  judge  how  much  you  can  rock  the 
t  without  sinking  it,"  he  says. 
!h\\e  breaking  down  the  old  struc- 
is  critical,  it's  just  the  start.  The  real 
et  of  Barnevik's  success  is  his  abil- 
ifter  clearing  the  debris  from  his  tear- 
n-the-house  policies,  to  motivate  re- 
ning  managers  to  stretch  themselves 
le  limit  day  in  and  day  out — as  en- 
reneurs  do. 

ist  ask  Joachim  Schneider.  A  Brown 
eri  factory  manager  when  it  merged 
1  Asea  to  create  ABB,  he  feared  the 
of  the  traditional  Swiss-German  cul- 
.  "We  were  all  more  or  less  function- 
5,"  recalls  Schneider,  who  was  used 
elling  top  management  each  year 
his  plant  simply  couldn't  produce 
ofit. 

lddenly,  Schneider  found  himself 
ling  a  profit  center.  His  success — or 
ire — was  now  tied  to  that  of  his 
it,  which  built  high-voltage  power 
ons.  That  brought  the  point  home, 
became  clear  to  me  that  I  personally 
to  push  change  down  through  the 
:s,"  he  says. 

esults  weren't  long  in  coming, 
neider  visited  factories  in  Sweden 
Barnevik  already  had  humming  at 
ble  or  triple  the  efficiency  of  simi- 
German  plants.  He  aped  those 
iges  back  home  and  was  astonished 
n  profits  took  off  in  1989.  Two  years 
r,  Schneider  reorganized  his  $200 
ion  profit  center,  creating  dozens  of 
mini  centers  by  line  of  business  in- 
d  of  function.  "Product  units  devel- 
i  an  unbelievable  dynamic  which  I 
never  seen  before,"  he  says, 
/en  in  near-hopeless  cases  Schnei- 
found  magic.  His  instinct  last  year 
to  kill  a  line  of  power-plant  compo- 
ts  that  were  getting  slammed  by 
cost  competition  from  Poland.  But 
lecided  to  at  least  try  making  even 
money-loser  a  profit  center  and  del- 
ed management  to  a  35-year-old  ex- 
:ive.  The  manager  quickly  discov- 
1  his  competitive  advantage.  "He 
vered  faster  than  the  Poles  so  he 
d  demand  a  higher  price,"  says 
leider.  The  $40  million  unit  is  now 
of  Schneider's  most  profitable  busi- 
es. "No  top  manager  could  have 
i  that  advantage — they  were  too  far 


removed  from  the  market,"  he  says. 

Key  to  the  success  of  Barnevik's  strat- 
egy has  been  breaking  ABB  into  5,000 
profit  centers,  each  an  autonomous  busi- 
ness unit  responsible  for  its  own  profit- 
ability and  held  accountable  for  its  own 
failure.  His  guiding  principles  are  the 
lessons  learned  from  earlier  decentral- 
izations at  Asea  and  steelmaker  Sand- 
vik.  He  similarly  restructured  the 
merged  Asea-Brown  Boveri,  creating 
some  1,300  companies  with  some  hav- 
ing as  few  as  10  employees  .  "We  went 
overboard  in  a  couple  of  cases,"  he  ad- 
mits, "but  it's  better  to  go  too  far  than 
to  compromise  up  front."  When  it 
comes  to  shaking  up  a  big  company,  he 


figures,  "you  can  practically  never  do 
too  much  at  one  time." 

Case  in  point:  The  old  Brown  Boveri 
operations  in  Germany.  Brown  Boveri 
managers  initially  begged  to  phase  the 
changes  in  with  three  stages  over  six 
years,  rather  than  two  years.  They  said 
that  in  Germany  such  radical  moves 
would  be  impossible  and  that  ABB 
would  have  to  adapt  to  the  German 
management  culture.  "They  said: 
'You're  going  to  destroy  us,' "  recalls  von 
Koerber.  "I  had  to  hear  it  every  day." 

Top  ABB  executives  were  not  a  sym- 
pathetic audience.  They  felt  one  small 
cutback  after  another  would  be  even 
more  demoralizing  than  restructuring  in 


A  PROGRESS  REPORT  ON  PERCY  BARNEVIK 


HE  HAS  RESHAPED  ABB... 

1 987  Seven  years  after  becoming 
CEO  at  Sweden's  Asea,  Percy 
Barnevik  announces  the  merger  of 
Asea  and  Switzerland's  Brown 
Boveri,  creating  Europe's  largest 
electrical  engineering  company. 

I  988  Major  reorganization  begins. 
The  Zurich  headquarters  staff  is 
slashed  from  4,000  to  200,  peri- 
pheral businesses  are  dropped, 
5,000  profit  centers  created,  and 
seven  layers  of  management  are  cut 
to  four.  The  moves  trigger  massive 
protests  in  Germany. 

1 989  Sales  rise  54%  and  profits 
jump  53%.  Barnevik  acquires 
Combustion  Engineering  and 
Westinghouse  Electrics  electrical 
transmission-and-distribution  busi- 
ness, making  ABB  the  world's  top 
electrical  engineering  company. 

...BOOSTING  PRODUCTIVITY 
DRAMATICALLY... 


1 990  Sets  goal  of  $  1 .5  billion  in 
Eastern  European  sales  by  the 
mid-1990s.  ABB  acquires  turbine 
manufacturer  Zamech  and  begins 
restructuring,  sending  technology, 
finances,  and  skills  eastward. 

1991  Launches  Swedish  pilot 
program  to  cut  by  50%  the  times  to 
perform  all  company  tasks,  from 
administration  to  R&D. 

1 992  Launches  global 
competitiveness  drive.  First  result: 
Product  cycle  times  shortened  by 
up  to  50%. 

1 993  Carves  up  ABB's  global 
business  into  a  triad:  Europe, 
America,  and  Asia.  He  shrinks  the 
board  from  1 2  to  8  and  actively 
woos  new  business  in  Asia.  As  the 
recession  continues  to  hurt  sales, 
he  takes  a  $500  million  charge  to 
close  15  plants  around  the  world. 

...BUT  PROFITABILITY  IS  STILL 
SHORT  OF  HIS  GOAL 


'88 

▲  THOUSANDS  OF  DOLLARS 


'88 
A  PERCENT 


'92 

DATA:  COMPANY  REPORTS 
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MCI 


BusinessWeek 


FOUNDERS 


The  Chase  Manhattan  Bw 
Citibank 

CONTINENTAL  InsI  RANGE  COMR 

CUC  International,  l\<: 

Dun  &  Br  u)STrei  t 
Inform \ti<>\  Services 

McGraw-Hill,  Inc. 

Merrill  Lynch  &  Co.,  En 


The  N  v>d\o  Stock  Marke 


NYNEX 
Rollins  Mt  dig  i s m  l 
Xerox  Pi  siness  Service! 


SUPPORTING  SPONSORS 

American  Airlines 

Carlson  I  ravel  Network 

Delta  Air  Lines 

Double  Takes  Photography 

Elkinson  &  S loves  Advertising 

Holiday  Inn  Crowne  Plaza/ 
White  Plan...  N\ 

In-Prints,  Inc.  •  Ralph  Lain 

Pynn  Corporation  •  Sholz  Buic 

Spalding  Professional  Golf 

Thrush*  T&P  Incentives 


A  round  of  applause  for  a 
special  round  of  golf. 

MCI,  Business  Week  and 

The  Hole  In  The  Wall 

Gang  Camp  thank  the 

companies  and  individuals 

who  helped  make  the 

inaugural  MCI  Charity 

Pro-Am,  co-hosted  by 

Business  Week,  a  hit.  Thanks  to  you,  children  with 

serious  illnesses  will  have  a  chance  to  forget  about 

oeing  sick  and  "raise  a  little  heck"  at  The  Hole  In 

The  Wall  Gang  Camp. 


What's  different  about  this 
Summer  Camp. 

The  Hole  In  The  Wall  Gang 

3amp,  founded  by  Paul 

Mewman  in  1988,  is  a  non- 

Drofit  residential  summer  camp  for  children  with 

:ancer  or  serious  blood  diseases.  Eight  hundred 

children  from  7  to  1 5  years  old  come  each  year, 

tee  of  charge,  from  the  United  States  and  abroad. 

ror  their  parents,  there  are  quiet  reassurances  that 

every  medical  need  is  well 

covered. 


How  an  Old  Western 
town  rose  from  a  New 
England  farm. 

In  the  spirit  of  "Butch 

Cassidy  and  the  Sundance 

Kid,"  Paul  Newman  and  his 

friends  built  an  Old  West 

frontier  town  complete  with 

general  store,  theater, 

dining  hall,  gymnasium, 

swimming  pool,  all-season  cabins,  woodland  lake  and 
trails —  accessible  to  all  of  the  children.  The  Camp  is 
located  in  the  hills  of  northeastern  Connecticut  on  a 

300  acre  site. 

How  to  join  the  Gang. 

The  Camp  is  open  free 
of  charge  to  children 
with  cancer  or  serious 
blood  diseases.  For 
more  information  about  the  Camp  or  about  making  a 
donation,  please  write  to  The  Hole  In  The  Wall  Gang 
Camp,  555  Long  Wharf  Drive,  New  Haven,  CT  06511, 
or  call  (203)  772-0522. 


— Paul  Newman 

Founder  and  President 

The  Hole  In  The  Wall  Gang  Camp 


MCI  CHARITY 

PrJAm 


CO  HOSTED  E7  if  BUSINESS  WEEK 


BIG  COMPANIES 


one  fell  swoop.  A  staggered  series  of  cuts 
also  can  impair  managements  credibility. 
Most  important,  they  figured  gradual  re- 
structuring would  lose  critical  momen- 
tum as  opponents  gathered  strength. 

And  the  opponents  were  already  plen- 
ty strong.  German  management,  local 
politicians,  religious  leaders,  and  workers 
called  repeatedly  for  von  Koerber's  dis- 
missal. Unions  staunchly  opposed  the 
proposed  cuts  of  4,000  people,  or  10% 
of  workers.  Opponents  ridiculed  the 
new  "American  management  style"  that 
focused  only  on  profits. 

But  von  Koerber  wouldn't  budge,  be- 
cause the  very  credibility  of  the  merger 
was  at  stake.  Not  only  was  the  largest 
of  the  merged  company's  subsidiaries  in 
Germany  but  both  he  and  Barnevik 
feared  that  Swedish  and  Swiss  manag- 
ers would  launch  similar  campaigns  if 
they  saw  the  German  resistance  prevail. 
"Many  hoped  it  wouldn't  work  out  so 
they  could  hide  behind  it,"  says  von 
Koerber. 

After  six  months  of  diplomatically 
presenting  the  economic  rationale  for 
restructuring  Brow  n  Boveri,  ABB  decid- 
ed to  play  hardball.  Yon  Koerber  told 
German  union  leaders  that  if  they  con- 
tinued to  resist  change,  ABB  would  be 
forced  to  transfer  work  from  factories  in 
Germany  to  more  competitive  countries. 
A  compromise  was  then  worked  out 
with  union  leaders  on  job  cuts — 2,500 
instead  of  4,000- — but  only  on  the  condi- 
tion that  productivity  would  rise  sharply 
at  factories  spared  from  closing. 

But  the  controversy  surrounding  his 
e  irly  cuts  obscured  the  crucial  incen- 
tives at  the  core  of  his  strategy.  Barnevik 

\\  ABB  PLANT  IN  ZURICH: 
PI  SHING  EMPLOYEES  TO 
BR  E  S  k  THE  MOLD 


VON  KOERBER:  WORKERS 
BURNED  HIM  IN  EFFIGY  TO 
PROTEST  LAYOFF  PLANS 

also  enforces  three  laws  at  merged  com- 
panies to  encourage  personal  initiative: 
Managers  can  make  decisions  fast  and 
be  right;  they  can  make  decisions  fast 
and  occasionally  be  wrong;  they  cannot 
make  decisions  slow  ly. 

That  approach  has  struck  a  chord  with 
many  ABB  managers.  "My  boss  lets  me 
run  my  own  business.  That's  what  ABB 
is  about,"  says  Nicolas  Stroud,  a  20-year 
YVestinghouse  Electric  Corp.  veteran 
who  always  dreamed  of  having  his  own 
company.  He  finally  got  the  chance 
when  ABB  bought  Westinghouse  in 
1989.  Stroud  put  his  Greensburg  (Pa.) 
power-circuit  plant  back  in  the  black 
within  a  year  and  doubled  sales  to  $105 
million  in  three  years.  He  didn't  see  the 
tough  new  goals  instituted  by  Barnevik 
as  unreasonable.  "Unless  you  set  stretch 
goals,  you  won't  be  competitive,"  he 
says.  "You  don't  make  all  of  them,  but  if 
you  challenge  yourself,  you  make  a  lot." 

One  of  Barneviks  potent  weapons  for 
creating  converts  is  bringing  skeptical 
managers  to  see  ABB  in  action.  He  typi- 
cally gets  one  factory  running  at  peak 
efficiency  and  then  shuttles  in  manag- 
ers from  less-profitable  units  across  the 
world  to  see  it.  "You  have  to  exploit  your 
success  stories  to  break  resistance,"  ex- 
plains Barnevik.  "We  human  beings  are 
driven  by  habit,  history,  and  the  rear- 
view  mirror.  If  y  ou  want  to  break  direc- 
tion, you  have  to  shake  people  up,  not 
by  threatening  them,  not  by  offering  a 
bonus,  but  by  illustrating  in  a  similar  sit- 
uation what  can  be  accomplished." 


That  climate  encourages  employe 
to  break  the  mold  and  innovate.  For 
stance,  to  force  administrative  perse 
nel  to  solve  problems  faster  at  the  ro 
factory  in  Birr,  Switzerland,  Armin  M( 
er,  presidenr  of  ABB's  Power  Generati 
unit,  moved  an  entire  floor  of  admin 
trators  out  of  their  separate  office  bui 
ing  into  the  noisy  factory.  Disorient 
and  angry  at  first,  the  white-collar  st 
gradually  saw  the  virtue  of  the  chanj 
Factory  workers  no  longer  had  to  tr 
over  to  the  office  building  to  report  su 
problems  as  machine  breakdowns.  Nc 
silence  in  the  factory  provides  eloque 
notice  to  the  administrators  that  a  pro 
lem  needs  attention.  "It  was  my  idea 
have  the  office  in  the  factory  15  yes 
ago,"  says  factory  manager  Friedri 
Mez.  "Back  then,  I  was  told  it  could 
be  done.  Workers  should  work,  n 
talk." 

Talking,  rather  than  complex  strai 
gizing,  is  what  Barnevik's  manageme 
method  is  all  about.  And  at  ABB,  tl 
talking  occurs  at  all  levels,  inside  ea 
factory  and  between  managers  ai 
workers  half  a  world  apart.  Each  prof 
center  chief  regularly  reveals  his  financ 
and  operating  performance  numbers 
huge  meetings  of  several  hundred  mi 
die  managers.  The  middle  manage 
then  are  responsible  for  sharing  th 
data — both  good  and  bad — with  ABI 
tens  of  thousands  of  workers  worldwic 

Giving  workers  access  to  performan 
figures  gets  competitive  juices  flowin 
But  Barnevik  takes  it  one  step  furth< 
using  internal  benchmarking  as  a  tool 
relentlessly  boost  productivity.  Mont 
ly  performance  rankings  at  ABB's 
transformer  plants,  for  example,  p 
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You  Find  A  Winning  Game  Plan 
b  Increase  Copier  Productivity  And  Reduce 
Operating  Expenses,  You  Go  For  If 


Bp. 

w 


Chuck  Daly 
Championship  Coach 

Business  is  like  sports. 

To  win,  you've  got  to  make  sure  your  team  is  performing  to  the  maximum. 
That's  why  Sharp  has  developed  a  Winning  Game  Plan  for  copiers. 

This  booklet  can  help  you  find  the  right  Sharp  Copier  that's  going  to  give  you 
a  big  jump  in  productivity  and  reduce  operating  expenses. 

Copiers  like  Sharp's  SD-3075  high-volume  duplicating  system-a  phenomenal 
player  that  gets  the  job  done  at  75  copies-per-minute.  It  has  every  advanced 
feature  as  standard.  It  collates,  staples,  handles  2-sided  copies,  report  covers, 
inserts  and  computer  fanfolds.  »»>»> 

In  fact,  this  powerful,  reliable  workhorse  does  it  all.  So  call  p amc  pi  nu 
for  your  Winning  Game  Plan  today.  Or  fax  1-800-3-SHARP-3.  "«™« 

We  guarantee  it:  with  performance  like  this,  there's  no  way       [ j$  j 
you're  not  going  to  come  out  ahead.  JtKssam 
CALL  1-800-BE-SHARP  FOR  YOUR 
WINNING  GAME  PLAN  FOR  COPIERS.  "^T?T 


P  MINDS 
HARP  PRODUCTS " 


OLSTEN  SUCCESS  STORY  #76  -  JOHNSON  WAX 


When  a  leading  manufacturer  of 
household  products  wanted 
to  increase  productivity  and 
efficiency,  where  did  they  turn? 
Olsten  Staffing  Services.  We 
helped  Johnson  Wax  with  their 
supplemental  staffing  needs  on 
every  level  from  corporate  to 
manufacturing.  Perhaps  we  could 
give  your  company  a  terrific  new 
luster.  To  find  out  more  about  Olsten's 
customized  services,  call  1-800-225-8367 
or  contact  Allen  Gershlak,  Senior  Vice 
President  Partnership  Programs,  One 
Merrick  Avenue,  Westbury,  NY  1 1 590. 


ft 


The  Working  Solution' 


AMAZING  RESULTS 

Efficiency  is  up.  Productivity 
is  up.  Johnson  Wax  is  up. 
The  Director  of  Human 
Resources  says,  "Olsten 

is  doing  a  great  job. 
We  couldn't  be  happier 
with  the  results." 


BIG  COMPANIES 


lagers  in  the  hot  seat  if  they  are  not 
r  the  top  of  the  list.  "The  absolute 
rriding  successful  thing  is  cases,  cas- 
hes," insists  Barnevik.  "We  don't 
ider  how  a  competitor  does  it.  The 
ipetitor  is  inside  [ABB].  We  can  go 
look  at  his  books." 
arnevik's  latest  experiment  is  push- 
decentralization  down  to  the  factory 
r  in  Sweden,  breaking  up  old  work 
erns,  and  promoting  continuous 
ning  and  teamwork  without  formal 
;rvision.  He  hopes  to  delegate  more 
more  autonomy  within  each  small 
t  group,  widening  responsibility  and 
ting  jobs  to  foster  versatility.  "What 
ire  seeing  there  in  release  of  human 
_er  is  unbelievable,"  says  Barnevik. 
notes  that  sick  leave,  which  once 
;ed  up  to  25%  of  the  work  force,  has 
>ped  to  just  4%. 

he  whirlwind  of  change  set  off  by 
levik  has  yet  to  produce  the  financial 
Its  he  wants.  Profits  plunged  17% 
year,  to  $505  million,  as  the  reces- 
s  that  have  rolled  through  econo- 
5  around  the  world  have  taken  their 
As  a  result,  Barnevik's  goals  of  a 
return  on  capital  and  10%  operating 
gins  are  far  from  the  current  18% 
7%,  respectively. 

ock  analysts  are  confident  ABB  is 
positioned  for  a  pickup  in  world  ec- 
mic  growth,  however.  "When  vol- 
:  comes  back,  operating  profits  must 
lode,"  says  Thomas  Pfyl  of  Bank 
tobel  in  Zurich.  Kevin  Brau,  analyst 
Iredit  Suisse  First  Boston  in  Lon- 
,  estimates  Barnevik  will  hit  his  op- 
ing-margin  goal  by  1996. 
on't  expect  the  ever-impatient 
levik  to  take  any  comfort  from  pro- 
ions.  In  late  August  he  announced 
her  major  restructuring  of  the  com- 
f,  dividing  it  into  three  regions  cov- 
g  the  Americas,  Europe,  and  Asia, 
charged  off  $500  million  to  close  15 
e  factories.  And  he  says  he  will  con- 
e  trimming  about  1,000  staffers  a 
ith  from  ABB's  218,000  payroll, 
is  plans  involve  more  than  cutting, 
s  continuing  to  buy  businesses  in 
:ern  Europe,  with  a  goal  of  $1.5  bil- 
in  sales  there  by  1995.  And  Barne- 
is  spending  $1  billion  over  five  years 
xpand  in  Asia,  where  he  hopes  to 
i  third  of  ABB  sales  by  the  year  2000. 
)  Barnevik,  problems  and  challenges 
only  the  catalysts  for  improvement, 
a  can  get  enormous  change  when 
are  forced  to  redesign  your  process- 
II  the  time,"  he  says.  "You  constant- 
ave  new  targets,  new  targets,  new 
ets."  In  his  world,  the  revolution 
2.1  stops.  □ 


Paperwork  in  the  sound? 


It  takes  a  lot  to  impress  Percy 
Barnevik.  But  the  2,000-foot  sheer 
drops  to  his  right  and  left  were  awe- 
inspiring.  At  52,  the  robust  CEO  of 
Swedish-Swiss  ABB  Asea  Brown  Bove- 
ri  (Holding)  Inc.  was  on  his  first  as- 
cent of  9,000-foot  Mt  Galenstock  in 
the  Alps.  As  they  climbed  a  narrow 
ridge  near  the  summit  linked  by  safety 
ropes,  Barnevik  was  told  that  if  he 
slipped  down  one  side,  the  guide 
would  have  to  hurl  himself  over  the 


BARNEVIK  AND  STAFF:  NEXT 
TIME,  THE  BOARD  OF  DIRECTORS 

other  to  save  the  executive.  "I  asked  if 
he  would  really  do  it,"  recalls  Barnevik 
"He  said:  'Yes.  Otherwise,  we'd  both 
go  down  together.' "  Novice  climber 
Barnevik  was  so  moved  by  the  team 
spirit  required  in  mountaineering  that 
he  vowed  to  bring  his  board  of  direc- 
tors next  time. 
Lucky  them. 

As  his  board  members  quickly 
learned,  Barnevik  does  everything  with 
passion,  pulling  those  around  him  along 
to  share  the  experience. 

Indeed,  schooled  from  childhood  in 
long  workdays — Barnevik  toiled  early 
in  the  family  print  shop  in  the  coastal 
town  of  Simrishamn,  Sweden — he 
hasn't  slowed  since.  His  business  de- 


gree from  Gothenburg  School  of  Eco- 
nomics in  Sweden  and  a  Stanford  Uni- 
versity MBA  notwithstanding,  Barnevik's 
real  success  stems  from  a  zeal  for  hard 
work  Eight-hour  meetings  immediately 
following  intercontinental  flights  are 
not  uncommon.  And  this  workaholic 
has  even  been  spied  doing  paperwork 
in  the  sauna. 

Despite  a  manic  drive  and  a  fast- 
track  career  path,  Barnevik  is — for  a 
European  business  chief — surprisingly 
unpretentious  and  accessible. 
He  meets  frequently  with  all 
levels  of  ABB  management, 
from  buttoned-down  direc- 
tors at  Zurich  headquarters 
to  shirtsleeved  supervisors 
on  the  floor  of  a  turbine  fac- 
tory in  Poland — most  of 
whom  call  him  by  his  first 
name.  "He's  like  anyone  else 
you  would  sit  next  to  and 
have  lunch  with,"  says  Joa- 
chim Schneider,  an  ABB  man- 
ager in  Mannheim. 
Not  quite. 

Renowned  for  his  speed- 
reading  ability  and  sharp  ana- 
lytical skills,  Barnevik  rou- 
tinely digests  long  reports 
and  articles  in  minutes.  He 
never  bothers  to  prepare 
speeches  in  advance,  preferring  to 
speak  extemporaneously  on  even  such 
dense  topics  as  international  economic 
adjustments. 

Away  from  the  office,  Barnevik's 
methods  of  blowing  off  steam  are 
equally  intense.  For  example,  he  occa- 
sionally enjoys  up  to  10-hour  mara- 
thon jogging  sessions,  pausing  only  for 
short  breaks. 

Barnevik  concedes  that  many  Euro- 
peans think  his  characteristic  bluntness 
is  boorish,  but  he  can  lighten  up. 
Asked  about  the  risk  of  splitting  ABB 
into  5,000  profit  centers,  Barnevik 
quipped  in  perfect  deadpan:  "It's  actu- 
ally safer  than  having  one.  Five  thou- 
sand managers  can't  all  go  crazy  at  the 


same  time. 


By  Gail  £  Schares  in  Zurich 
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JACK  WELCH  OH  THE  ART 
Of  THINKING  SMALL 


"Speed 
is  really 
the  driver  that 
everyone  is  after" 

Few  chief  executives  undi  rstand  the  chal- 
lenge of  fostering  enterprise  within  a  mam- 
moth corporation  more  than  General  Elec- 
tric Co.  Chairman  John  F.  W  elch  Jr.  During 
his  12  years  as  CEO.  he  has  transformed 
GE  from  a  plodding,  bureaucracy-laden  gi- 
ant into  a  lean,  sharply  focused  paradigm 
of  contemporary  management.  Recently. 
Welch  discussed  his  philosophy  with 
BUSINESS  WEEK  Connecticut  Bureau 


Manager  Tim  Smart  and  Senior  Editor- 
Judith  H.  Dobrzynski. 

Why  is  there  such  a  fascination  with  small 
companies?  What  are  you  learning  from 
them? 

Speed  is  really  the  driver  that  every- 
one is  after.  Faster  products,  faster  prod- 
uct cycles  to  market.  Better  response 
time  :o  customers.  And  there's  no  ques- 
tion that  the  smaller  one  is.  and  the  eas- 
ier the  communication  is,  the  faster  one 
gets.  The  customer  is  a  much  more  real 
person  to  you.  because  the  customer  in 
a  very  small  company  determines  what 
you're  going  to  eat  next  w  eek.  Satisfying 
customers,  getting  faster  communi- 
cations, moving  with  more  agility,  all 
these  things  are  easier  when  one  is 


small.  And  these  are  all  the  charactei- 
tics  one  needs  in  a  fast-moving  gloll 
environment. 


Do  you  visit  with  these  companies?  I 
I  came  from  a  small  company.  I  caijj 
from  (GE's)  plastics  company.  It  was  v<i 
small,  and  we  ran  it  like  a  family  g- 
cery  store.  I  would  argue  that  we  ri 
GE  in  a  very  informal  manner.  It  alio* 
you  to  get  rid  of  all  the  ritual  and  t: 
rigmarole  that  ties  up  companies.  1 

Is  there  a  GE  business  now  that  is  an.- 
ogous  to  a  small  company? 

GE  Capital  has  a  myriad  of  activity 
that  replicate  that  today.  I  think  that  cf 
plastics  business  today  is  fast-movij 
and  very  entrepreneurial.  And  1  thi 
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BUY  AN  OKIDATA  PRINTER  TODAY,  AND 
YOUR  BUSINESS  WILL  TAKE  OFF. 


re- 


introducing The  Okidata  FlightPlan  Offer.  Buy  An  Okidata 
Printer  To  Boost  Your  Business  And,  Until  December  31,  Get  A 
United  Airlines  Discount  Up  To  $100. 

Not  only  have  Okidata  printers  rewritten  the  book  on  outstanding  output  and 
reliability;  between  now  and  December  31, 1993  Okidata  and  United  Airlines  are  teaming 
to  help  you  and  your  business  go  farther.  Here's  how. 

When  you  purchase  an  Okidata  24-Pin  Dot  Matrix  printer  or  LED 
e  Printer,  you  will  receive  a  United  Airlines  travel  certificate  good  for 
:  year.  What's  more,  Okidata  now  features  the  brand-new  OL400e.  It's 
perfect  personal  printer  for  individual  PC  users. The  OL400e  offers  fast 
)  output,  compact  size,  an  unbeatable  5-year  printhead  warranty  and 
jrprisingly  affordable  price. 

Depending  upon  the  printer  you  buy,  you'll  earn  a  discount  of  $25-$100  on  United  Airlines  (see  chart 
)ve).  Just  get  a  claim  form  from  your  nearest  authorized  Okidata  dealer  (for  the  Okidata  dealer  nearest  you,  call 
00-OKI-TEAM,  EXT.302).  Full  Okidata  FlightPlan  details  are  on  the  claim  form.  Make  your  flight  plan  right  now, 
i  prepare  for  your  business  to  take  off. 

f  United  Airlines 

'ATA  Reg.  T.M.  M.D.  Oki  Electric  Industry  Company.  Ltd. 


DISCOUNT 

CERTIFICATE  AMOUNT 

$25 

$50 

$100 

Printer  Model 

ML  380 

ML  590.ML  591, 
OL40(le 

ML  395.ML395C, 
OL810,OL830Plus, 
OLH50 

Certificate  Usage 

Valid  for  a  ticket 
of  $200+ 

Valid  for  a  ticket 
of  $300+ 

$50  each  on  two 
tickets  of  $300  + 

Discount  Travel  Certificate  is  assignable;  Saturday  night 
stay  not  required;  no  blackout  dates  apply. 

Jo^i  Belo»  California. 

According  to  Site  Selection  magazine, 
we  re  ranked  fifth  in  the  nation  for  new 
pknb  and  eipansion.  and  number  h\e 
in  long-Sens  rankings. 


CALIfQ£vjA 


Where  exactly  is 
Alabama? 


N  r  ■  -  i~  -  -  ''  -.  •  • 

Sow  there  *  a  state  thai  doesn  t 
ha*e  many  people  or  much  crime. 
)et  our crime  rate  is  even  /ower. 

TE.NNE.55E.L 
LOUISIANA 


Right  Between  lennes«ee 
And  Lnobiana. 

-  . 

highest  m  the  region. 


It's  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think.  In  fact,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  for  a  combination  of  reasons.  First  of  all.  Alabama  s 

always  been  known  for  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modem,  pro- 
busi  ness  environment,  creating  a  total  package  that  s  greater 
than  the  sum  ol  some  verv  strong  parts.  .As  a  result,  our 
research  parks,  health  care  industry,  skilled  labor  force,  and 
joint  programs  between  education  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally 
And  that  s  really  putting  Alabama  on  the  map. 

mi 


Kansas 
irth  Carolina 

MAINE 


Wa>  fist 
Nortb  Carolina. 

The  average 

workers  is  highe  j 
herethenastak  - 
uith  a  reputatkM 
for  prosperity. 


A  Little  Above  RUt  bland. 

would  eipect  to  find  ahead  of 
us  mthb  category: 


It    Isn't  Wh 


ere 


You    Think    It  Is. 


For  more  ioformetioa.  contact  the  t{&~~mic  Def*bpm*stP»uzerihip  q(  AUftAm*  >  Yr.rfi-^f-tiftn  SiietL-Mstattomett.  Akhama36lQ4.  Pi»ar  205  225-ffMa 
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1  E  S  | 

y  one  of  our  businesses  is  infinitely 
t  than  it  used  to  be. 

hat  kinds  of  businesses  within  GE  moved 
) 

u  normally  associate  productivity 
high  growth,  rapid  technology 
ige,  new  business.  Well,  the  busi- 

that  broke  the  productivity  code  in 
,vas  lighting.  A  hundred  years  old, 
i  year  growth.  But  they  got  a  mind- 
iround  productivity.  So  they  began 

launch.  And  quick  response,  the 
ty  to  get  inventory  turns  very  rapid- 
lat  came  out  of  appliances. 

an  exciting,  fast-moving, 
lutionary  business.  GE  Cap- 
nearly  has  seeded  more  new 
nesses  of  late  than  anybody 


7  you  bring  in  small-business 
le  for  advisory  sessions? 
e  had  Marvin  Mann  [of  IBM 
-off  Lexmark].  He  came  to 
about  life  in  a  small  compa- 
nat  used  to  be  a  division  of  a 
company.  And  the  differ- 
:s  of  Lexmark  by  itself  vs. 
mark  in  IBM.  But  I  think  we 
now  what  we  want  out  of  a 
11  company.  We  know  the 
acteristics:  informality,  lack 
lyers,  getting  close  to  the 
omers,  making  everybody's 
>ns  feel  like  they're  impor- 
so  they  [consider]  the  im- 
ltions  of  their  actions.  Small 
panies  all  understand  that. 


some  people  who  rise  to  the  top  might  have 
trouble  not  giving  specific  directions,  and 
adapting  to  this  new  kind  of  management. 

Don't  get  me  [wrong].  This  is  not  a 
rudderless  ship  that  we're  talking  about. 
The  objectives  are  clearly  in  focus.  We 
still  want  to  be  No.  1  and  No.  2  in 
every  business  we're  in  on  a  global 
basis.  Or  we  don't  want  to  be  in  it.  So 
everyone  clearly  has  a  focus  on  what 

they're  doing  It  isn't:  "Let's  come 

in  and  have  a  party  here."  It's:  "Let's 
gain  share,  let's  get  productivity,  let's  be 
sure  we  globalize." 


If  we  get  the  right  people 
in  the  right  job, 
we've  won  the  game" 


ow  would  you  rate  the  Japanese 
mis  of  flexibility  and  speed  and 
ig  close  to  the  customer? 
hey're  battling  a  currency  issue,  but 
I  have  the  same  wonderful  charac- 
itics  they  had  when  everyone  was 
sing  them.  They  are  still  fast.  They 
still  very  team-oriented.  They  really 
ry  to  meet  customer  needs.  Their 
liry  is  first-rate. 

|  they  do  it  in  a  different  way.  They're 
"  hierarchical  aren '/  they? 
apanese  managers]  set  out  the  ob- 
ive,  but  the  [low-level]  people  do  a 
>f  the  figuring  out  of  how  to  get  the 
ig  done.  The  problem  that  we  had 
country,  I  think,  was  that  our  man- 
nent  gave  people  the  command  and 
n  told  them  exactly  how  to  do  it. 
iv,  once  you  tell  everybody  how  to 
it,  they  might  as  well  not  have  a 
n. 

seems  that  within  our  corporate  culture, 


Is  there  a  size  or  development  stage  when  a 
small  company  loses  its  edge? 

As  a  small  company  expands  rapidly,  it 
runs  the  risk  of  setting  up  structures  to 
manage  its  growth.  And  it  is  the  trickiest 
thing  in  the  world  to  keep  a  small  com- 
pany on  a  growth  trajectory  and  main- 
tain the  atmosphere  that  got  them  to 
the  dance. 

What  lessons  have  you  learned  that  they 
would  benefit  from  knowing  about? 

Managers  tend,  in  the  growth  cycle, 
to  question  in  great  depth  businesses 
that  are  in  trouble,  but  to  not  question 
those  delivering  the  goods.  [Harvard 
business  school  professor]  John  Kotter, 
he's  got  a  beautiful  diagram.  He  talks 
about  what  happens  in  high-growth  sit- 
uations and  what  the  organization  does. 
The  people  start  to  believe  that  they 
are  the  reasons  for  the  high  growth. 
Then,  they  organize  to  manage  the  high 


growth.  They  put  in  all  the  bureaucracy, 
and  the  bureaucracies  start  feeding  on 
each  other.  The  customer  then  gets  fur- 
ther and  further  pushed  away. 

We  have  seen  any  number  of  compa- 
nies go  up  the  curve  and  come  down 
it.  Power  systems  in  the  early  '80s,  air- 
craft engines  now.  And  I  take  this  lit- 
tle thing  of  Kotter's  and  every  time 
somebody's  behaving  this  way,  I  write 
'em  a  little  note.  And  I  send  this  out  to 
them. 

Does  it  then  require  a  different  type  of 
manager  in  the  process? 

It  is  very  difficult — not  im- 
possible, but  very  difficult — for 
people  who  have  experienced 
10%  to  15%  to  20%-a-year 
growth  for  several  years  to  come 
to  the  reality  of  a  changing  en- 
vironment. Now,  we've  had 
some  successes  with  this,  the 
most  notable  one  being  a  loco- 
motive business  some  years  ago 
where  the  team  did  all  this  and 
then  changed  the  tires,  as  we 
say,  while  the  car  was  running, 
because  the\  had  to. 

Some  companies,  such  as  Xerox, 
have  technology  ventures  where  little 
seedlings  bloom.  Is  there  anywhere 
in  GE  where  you  develop  really 
small  businesses? 

We  feel  that  we  can  grow 
within  a  business,  but  we  are 
not  interested  in  incubating  new 
businesses.  We  made  a  clear, 
conscious  decision — to  be  ar- 
gued by  some  people — that  we 
do  not  run  this  incubation  lab- 
oratory off  by  itself. 


Small-business  people  say  that  when  they  're 
first  starting  a  business,  all  of  their  energy 
goes  into  product  development  or  the  tech- 
nology. But  then  the  business  gets  to  a  cer- 
tain size  and  they  complain  that  all  they  do  is 
worry  about  personnel  or  financing.  And 
they  get  away  from  the  things  they  did  to  get 
the  business  stalled. 

That's  all  we  are:  personnel  directors. 
But  we  [headquarters  managers]  accept 
that  role.  If  we  get  the  right  people  in 
the  right  job,  we've  won  the  game.  We 
spend  days  and  days  on  assessments  of 
people,  interviewing  people,  talking  to 
people.  Picking  out  stock-option  recipi- 
ents. We're  dealing  with  money  to  allo- 
cate to  projects  and  people  to  allocate 
to  businesses.  And  we  don't  do  any 
product  development,  any  pricing,  any- 
thing like  that. 

I  think  you  gotta  know  what  your  job 
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is.  And  our  jobs  aren't  picking  colors  for 
refrigerators  or  designing  crisper  trays. 

You're  fascinated  with  Sam  Walton? 
Yeah.  " 

What  has  GE  learned  from  Wal-Mart?  It's 
not  a  small  business,  but— 

It  behaves  like  one,  and  it's  en- 
trepreneurial. Wal-Mart,  in  my  opinion, 
clearly  made  a  connection  between  the 
customer  and  every  employee  in  Wal- 
Mart.  And  they  work  on  that  every  sin- 
gle day.  They  just  can't  stand  not  fill- 
ing a  customer  need.  If  they're  out  of 
blankets  in  Minneapolis,  they've  got  a 
computer  system  that  will 
move  the  blankets  instanta- 
neously to  Minneapolis.  Or 
their  antifreeze  is  low  in  Chica- 
go and  high  in  Kalamazoo, 
they'll  move  it.  An  insatiable 
desire  to  make  customers  love 
'em.  And  tying  their  personal 
rewards  over  the  years  to  doing 
that,  they've  seen  enormous 
wealth  created  at  all  levels  of 
the  store. 

We  have  copied  that  through 
QMI,  quick  market  intelligence, 
in  various  forms.  Our  medical 
business,  for  example.  People 
say,  well,  you  can't  do  that  in  a 
medical  business — heavy  equip- 
ment, magnetic  resonance  ma- 
chines, and  stuff  like  that.  But 
every  Friday,  their  QMI  session 
is  aimed  at  medical  today.  "Tell 
us  what  you  need  to  get  that  in- 
stallation in  next  week."  And 
everybody  is  on  the  phone.  The 
plant  manager,  the  engineering 
manager,  all  the  head  guys. 
That's  our  adaptation  of  a  Wal- 
Mart  thing. 


And  that's  stock  options? 
Yes. 

That  is  one  of  the  ways  small  companies 
energize  their  employees. 

You  should  see  the  pulse  of  this  place 
when  the  stock  hits  100.  The  building 
almost  shakes.  Because  lots  of  people, 
at  all  levels,  have  options. 

How  do  you  decide  to  give  someone  a  stock 
option? 

Some  people  believe  in  giving  broad 
stock  options  to  all  employees.  We  like 
to  differentiate.  We  have  all  kinds  of 
guidelines.  [For  example,]  50  percent 


"You  should  see  the  pulse 
of  this  place  when  the  stock 
hits  100.  The  building 
almost  shakes" 


financial  muscle.  So  bigness  gives  ym 
something. 

We  can  stay  in  businesses  that  otrl 
people  had  to  leave  because  thl 
couldn't  hang  in  there.  Your  trainil 
skills  and  strengths  are  bigger  and  b| 
ter.  But  the  thing  that  we're  all  tryil 
to  do — and  I  don't  think  GE's  any  dl 
ferent  than  anybody  else — we're  dJ 
perately  trying  to  combine  the  best! 
both. 

Is  the  government  heading  in  the  rim 
direction? 

Much  of  the  job  creation  in  sml 
companies  has  come  from  the  desirel 
big  companies  to  do  what  thl 
do  best  and  let  small  companl 
do  what  they  do  best.  Big  col 
panies  are  the  engine  for  sml 
companies.  The  idea  that  a  gJ 
ernment  is  off  creating  the! 
small  things  and  then  they! 
going  to  do  [big]  things  is  a  fol 
of  kidding  themselves. 


GE  people  spend  a  lot  of  time  J 

ing  to  suppliers  

Working  with  'em? 

Some  would  say  putting  pressl 
on  them.  But  it's  making  them  mi 
quicker  or  sell  faster  or  whatevei 

I'm  not  embarrassed  to  si 
"Put  pressure  on  them."  It 
not  timid  about  that.  All  the 
small  companies  that  serve  l 
the  machine  shops  around  all! 
our  plants,  are  gone  if  we  lc 
the  competitive  business.  If  m 
go  out  of  the  turbine  businci 
in  Schenectady,  [it's]  lights  q 
for  all  the  entrepreneurs  tti 
have  done  so  wonderfully  sej 
ing  us. 


So  what  happens  when  that  field  person 
says:  "I  need  a  cat  scanner  or  an  X-ray  ma- 
chine at  St.  Vincent's  Hospital?" 

We'll  get  it  there. 

What's  the  chain  of  things  that  happens? 

The  plant  then  has  to  get  back  [and 
change]  their  assignment.  The  manu- 
facturing manager  is  sitting  there.  And 
if  there's  an  installation  at  Mt.  Sinai 
1 1  |i  spiral j  chat  d<  icsn't  need  t< >  be  in- 
stalled that  fast,  they'll  move  it  to  St. 
Vincent's  and  fill  in  Mt.  Sinai  two  weeks 
later. 

You  mentioned  expanding  the  reward  sys- 
tem from  300  to  14,000  employees? 

No.  about  8,000,  9,000,  something  like 
that. 


of  them  have  to  be  less  than  10  years 
in  the  company.  To  mix  it  up.  So  that 
people  aren't  just  handing  it  out  as  a 
routine  thing. 

Another  small-company  thing  here  is  I 
meet  once  a  quarter  with  all  the  pur- 
chasing people.  And  they're  all  in  tell- 
ing their  vignettes  about  what  they're 
doing,  too.  We  meet  with  all  the  sales 
managers  once  a  quarter.  So  they're  shar- 
ing best  practices.  So  doing  that,  we  end 
up  being  right  down  in  the  trenches  on 
a  lot  of  details.  That's  a  small-company 
attribute,  I  think. 

There's  a  flip  side  to  it,  though.  There  are 
a  lot  of  small-business  people  worrying 
about  whether  their  payroll  checks  are  going 
to  bounce  who  would  love  to  have  GE's 


What  about  the  trend  toward  breakn 
up?  IBM  is  the  company  that  people  thl 
of,  but  other  companies  feel  the  only  sJ 
they  can  get  a  small  soul  is  to  chop  up  all  | 
parts. 

I  don't  buy  that.  I  think  the  opporft 
nity  for  big  companies  is  to  create,  I 
take  advantage  of  what  size  brings  thejL 
And  create  within  that  framework  tfl 
speed,  the  informality,  and  the  thinjl 
you  need,  the  customer  contact,  oil? 
small  company.  If  the  only  way  you  cfi 
get  small  feelings  is  to  blow  it  up,  whsi 
the  role  of  management?  Because  h-i 
ing  big  and  agile  is  better  than  bei; 
small  and  agile.  The  only  reason  pejl 
pie  are  small  is  they  can't  get  big.  N- 
body  wants  to  stay  small.  The  objecti: 
is  to  grow. 
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systems  reach  across  72  countries  to  help 
111'  Sli&raxoxi  pair i per  their  guests,  WMle 


keeping  the  lid  on  costs. 


*  Beyond  providing  state- 
of-the-art  hardware  pla  tforms, 
HP  assumed  a  part  nersh  ip  role 
in  helpi  ng  us  achieve  our 
strategic  business  goals." 

-~  Lawrence  W.  Hall,  Director,  Hotel  Systems 
ITT  Sheraton  Corporation 

Sheraton's  highest  priority 
is  to  provide  the  most  personal  and 
efficient  hospitality  service  in  the 
world.  That  means  helping  all  450 
of  their  hotels  use  and  share  infor- 
mation better.  Including  detailed 
advance  knowledge  about  each 
guest  who  has  stayed  anywhere  in 
the  ITT  Sheraton  chain. 

Hewlett-Packard  helped  ITT  Sheraton 
fulfill  their  vision  of  a  single  integrated 
property  system.  A  system  that  combines 
ECI's  property  management  software 
and  ITT  Sheraton's  reservation  system 
with  what  have  proved  to  be  the  perfect 
hosts— HP  9000  UNIX"  Business  Servers. 
With  low  cost  of  ownership,  scalable  range 
of  systems  and  global  support,  HP  has 
delivered  a  world  of  value. 

To  check  us  out,  call  1-800-637-7740, 
Ext.  7446  for  a  case  study. 
It  proves  you  can  shell  out 
less  than  you  think  for  a 
gem  of  a  system. 


Think  again. 


m 


HEWLETT 
PACKARD 


i  a  registered  trademark  ot  UNIX  System  Laboratories  Inc  in  the  U  S  and  other  countnes    GSY9308  *:>1993  Hewlett-Packard  Company 
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MANAGEMENT 

A  TRAINING  KXERCISK 
TO  BLTLD  TRl'ST  AND 
M  A  N  A  G  K  R I A  L  T  K  AAI U  <  >  tt 


LETTING  GO 
IS  HARD  TO  DO 


loz/  Ve  used 
to  giving 


orders  '  Well. 

empowerment 

has  its  rewards,  too 

BY    JOSEPH  WEBER 

No-nonsense,  decisive — even  intimi- 
dating. That's  the  way  colleagues  used 
to  describe  Sharon  Jacobs,  a  39-year-old 
middle  manager  at  Hewlett-Packard  Co. 
in  Santa  Clara.  Calif.  It  was  by  getting 
results  from  her  people,  after  all.  that 


she  rose  to  the  top  of  the  company's 
260-person  direct-marketing  organiza- 
tion two  years  ago.  No  warm  and  fuzzy 
mother  hen.  even  Jacobs  termed  her 
own  style  ■"very  authoritarian." 

But  spurred  by  pleas  from  new  staff- 
ers. Jacobs  has  undergone  a  dramatic 
change  in  the  past  two  years.  After  a 
slow  start,  she  now  regards  herself  as  a 
"sponsor."  She  asks  her  telemarketers 
to  suggest  solutions  when  problems 
arise.  And  she  listens  when  even  lower- 
level  staffers  offer  ideas.  The  payoff? 
Productivity  for  the  unit's  key  computer- 
products  group  is  up  40%  this  year,  em- 
ployee morale  has  risen  sharply  enough 
to  draw  a  note  from  HP's  president,  and 
the  unit's  annual  attrition  rate  has 
plunged  44%. 


"I  set  people  a  much  broader  char 
and  then  I  say  explicitly:  "I  trust  vol 
explains  Jacobs.  "It  really  requires  a 
of  letting  go.  [But]  they  end  up  de 
ering  far  more  than  the  most  aggress* 
goal  I  ever  would  have  set  for  them. 

All  across  Corporate  America,  m 
agers  like  Jacobs  are  being  forced  to 
go.  Do%vnsizings  have  gutted  corpor 
ranks,  boosting  the  work  load  shar 
for  survivors — particularly  middle  m 
agers.  They're  overseeing  larger  sat 
dealing  with  far  more  people  who ' 
port  directly  to  them,  or  being  forced 
delegate  to  teams  of  subordinates  A 
colleagues.  There's  simply  too  little  of 
to  manage  in  the  old  tight-fisted  wa- 

But  the  change  doesn't  come  easily 
managers  who've  climbed  the  corpotl 
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er  through  sheer  personal  drive  and 
nds-on  style  that  borders  on  benev- 
t  despotism.  At  first,  some  cling  to 
ways,  working  60-hour  weeks  to 
:rvise,  say,  a  dozen  people  who  re- 
directly  to  them  instead  of  the  for- 
seven.  They  rile  subordinates — who 
iselves  don't  have  enough  time  to 
,7-sit  the  boss — and  wind  up  slow- 
down work. "It  is  difficult  psycho- 
:ally  and  philosophically  for  people 
xognize  that  their  role  has  shifted 
i  being  a  director  and  order-giver  to 
iming  more  of  an  educator  and  mo- 
or," says  Ross  A.  Webber,  chairman 
le  management  department  at  the 
/ersitv  of  Pennsvlvania's  Wharton 

)Ol. 

1  example  from  the  boss  can  help. 
SF&G  Corp.,  a  Baltimore  insurer  in 
"nidst  of  a  turnaround,  CEO  Norman 
ake  Jr.  makes  a  point  of  seeing  once 
:ek  the  dozen  people  who  report  to 
—at  an  informal  Monday-night  din- 
Otherwise,  he  sees  them  for  a 
thly  staff  meeting  and  during  the 
k  only  as  needed.  His  ratio- 
:  Let  people  run  their  own 
ations,  and  they'll  outper- 
i  expectations.  "They're  not 
ung  for  somebody  as  much 
inning  their  own  business- 
says  Blake.  But  he  admits 
ok  six  years  of  seeing  con- 
us-style  management  work 
panese-owned  Heller  Inter- 
3nal  Inc.,  which  he  ran  in 
1980s,  to  convince  him  of 
value  of  teamwork  and  au- 
>my. 

iperts  say  the  toughest 
g  for  old-style  managers  to 
n  is  that  empowerment 
sn't  mean  abdication.  In 

managers  usually  take  on 
e  responsibility  in  a  team 
:m  or  a  downsized  compa- 
ct's just  the  execution  that's 
:rent,  with  communication 
consensus-building  becom- 
paramount.  Noel  M.  Tichy, 
anagement  professor  at  the 
versity  of  Michigan,  likens 
old  way  to  football,  a  sport 
re  a  coach  on  the  sidelines 
Is  in  plays  and  everyone's 

is  tightly  defined.  By  con- 
,  empowered  companies  op- 
e  more  like  basketball, 
i;re,  Tichy  says,  "you  have 
sly  a  lot  more  on  real-time 
rovisation." 

ften  it  takes  a  crisis  to  make 
agers  realize  that  it's  time  to 
I  rovise.  Reorganizations  that 


bolster  the  bottom  line  typically  drive 
out  the  managers  who  can't  adapt,  and 
those  who  are  left  have  no  choice  but 
to  change.  For  instance,  when  J.  Michael 
Bowman  joined  DuPont  Co.'s  fibers  unit 
in  the  mid-1980s,  it  was  a  bloated  under- 
performer.  Since  then,  downsizings  have 
trimmed  several  thousand  jobs,  and  the 
unit  has  been  restructured  into  a  $6  bil- 
lion-a-year  group  of  free-standing  busi- 
nesses that  have  empowered  their  work- 
ers. Today  they  contribute  more  than  a 
quarter  of  DuPont's  earnings,  even 
though  many  of  their  markets  are  mired 
in  slow  growth. 

Surprisingly,  Bowman  had  no  problem 
shedding  the  "command-and-control" 
style  that  marked  20  of  his  28  years  at 
DuPont.  "People  have  more  freedom, 
but  they  have  more  responsibility."  he 
says.  So,  he's  pushing  autonomy  more 
than  ever  at  the  advanced-materials 
business  he  now  runs  for  the  company. 
"Some  people  love  that,"  he  says,  "and 
to  some  it's  a  shock." 

Training  programs  can  minimize  that 


HI.  I'M  BILL,  AND  I'M  A  POWER  ADDICT 


Empowering  workers  improves  corporate  perfor- 
mance. But  managers  accustomed  to  close  oversight 
often  must  go  through  withdrawal.  Here's  how: 


4   FEAR  AND 
I  RESISTANCE 

At  first,  managers  fear 
losing  control  as  the 
number  of  people  report- 
ing to  them  expands  and 
they  lose  insulating  layers 
of  managers  below.  So 
managers  stay  with  what's 
familiar.  Some  may  feel 
profound  loss. 

■)  TENTATIVE 
L  ACCEPTANCE 

Managers  start  yielding 
authority  haltingly,  cling- 
ing to  old  habits:  many 
meetings,  memos,  and 
close  policing  of  subordi- 
nates. Result:  overwork, 
buildup  of  stress,  ineffi- 
ciency. Training  programs 
can  drive  home  the  need 
to  accept  new  ways  and 
build  teamwork. 


{SURRENDER 
When  they  at  last  see 
how  efficient  it  is  to 
trust  staffers,  managers 
acquiesce.  Managers  start 
acting  more  like  coaches 
than  overseers.  By  letting 
colleagues  help  shape 
policies,  managers  find 
people  have  a  stake  in 
their  success. 


4 


ADVOCACY 

As  they  see  col- 
leagues enhance  the  unit's 
performance,  managers 
encourage  subordinates 
to  share  authority  even 
further  down  the  line. 
Now  the  subordinates 
face  their  own  cycle  of 
letting  go. 


DATA:  UNIVERSITY  OF  MICHIGAN 
VANDERBILT  UNIVERSITY,  BW 


shock.  Consultants  like  Tichy  take  man- 
agers off  on  rope-climbing  or  mountain- 
scaling  expeditions,  where  the  real  pur- 
pose is  to  build  trust  among  team 
members.  Other  companies  such  as  CSX 
Corp.  push  subordinates  to  develop  af- 
ter-hours camaraderie.  "You  really  have 
to  feel  comfortable  with  the  individual 
you  are  giving  responsibility  to,"  ex- 
plains M.  McNeil  Porter,  CEO  of  the 
$825  million-a-year  CSX  Intermodal  unit. 

Managers  also  have  to  realize  that 
once  empowerment  takes  hold,  it's  not 
easily  cast  aside.  At  Boeing  Co.,  super- 
visor Mike  Ralston  once  asked  a  group 
of  workers  in  a  parts-storage  area  to  plan 
a  move  to  a  new  building.  When  mov- 
ing day  came,  Ralston  promptly  told  the 
workers  what  to  haul  over  first.  "They 
came  unglued,"  he  recalls.  "They  asked 
me:  'Why  are  you  making  a  decision? 
We've  worked  on  this  for  six  months.' 
I  was  shocked."  It  turned  out  that  Rals- 
ton had  learned  that  certain  critical  parts 
had  to  be  in  place  early.  Belatedly,  he 
explained  why  in  a  45-minute  chat,  and 
they  came  around.  But  he  re- 
calls: "I  owed  it  to  them  to 
share  with  them  what  I  knew." 

Managers  who  yield  control  to 
empowered  staffers  usually  be- 
come the  strongest  advocates  of 
the  approach.  At  Bell  Atlantic 
Corp.,  Assistant  Vice-President 
Thomas  M.  Podesta  oversees 
about  1,400  people  in  bill  pro- 
cessing and  payroll.  Once,  his 
job  was  done  by  six  people  in 
three  operating  companies. 
Now,  he  does  it  alone,  and  most 
of  his  subordinates  police  their 
own  work. 

Managers  who  share  power 
have  to  learn  another  tough  les- 
son: developing  a  tolerance  for 
mistakes.  Staffers  sometimes 
have  to  see  a  project  go  awry  to 
prevent  similar  foul-ups  in  the 
future.  That's  often  difficult.  Ad- 
mits Boeing's  Ralston:  "There 
were  times  when  I  had  to  walk 
around  the  building  rather  than 
intervene." 

So  empowerment  doesn't 
mean  the  end  of  supervision.  In- 
stead, it  requires  managers  to 
take  less  pride  in  their  own  ac- 
complishments and  more  in 
those  of  the  staff  they  oversee. 
That  kind  of  new  attitude  shift 
can't  be  forced  on  managers. 
But  even  a  recalcitrant  boss  can 
learn  to  let  go  when  he  or  she 
sees  results. 
With  Don  Jones  Vans  in  Seattle 
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The  Commerce  Depart 
Conference  on  Third  V 
Aegean  Cruise.  1 


With  an  award-winning  editorial  staff,  Busie 
Week  offers  inimitable  insight  into  the  won 
global  economies.  And  hundreds  of  other  wcl 
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ical  importance.  We  call  this  kind  of  reporting, 
ind  of  access,  intelligence .  Which  is  also 
we  call  contacting  us. 


BusinessWeek 


Beyond  news.  Intelligence. 


BIG  COMPANIES 


STRATEGIES 


TURNING  RIVALS 
INTO  TEAMMATES 


Little  outfits 
June  the 
fresh  ideas.  Big 
companies  have  the 
bueks.  So  why  not 
join  forces  ? 

B\    KEVIN  KELLY 

By  19m.  it  was  crunch  time  for  Ford 
Motor  Co.  The  nation's  second-largest 
carmaker  could  no  longer  sidestep  in- 
vesting more  than  $200  million  to  cre- 
ate a  new  diesel  engine  for  its  midsize 
trucks.  After  all.  tough  1994  I .  S.  emis- 
sion standards  loomed,  and  the  technol- 
ogy needed  would  require  a  big  research 
effort.  But  Ford,  pouring  cash  into  its 
ailing  auto  business,  didn't  want  to  dirow 
money  at  another  problem. 

So  Ford  hit  on  a  novel  approach.  It 
plunked  down  $100  million  for  a  \0cc 
stake  in  Cummins  Engine  Co..  which 
had  developed  a  clean-burning  diesel. 
The  move  handed  Cummins  both  a 
long-term  customer  and  more  cash  to 
continue  its  expensive  research  into 
next-generation  technologies.  Today. 
Ford  is  buying  from  Cummins  more 
than  30.000  midrange  engines,  which 
helped  the  once-ailing  engine  maker 
post  earnings  of  $89.3  million,  on  sales  of 
$2.1  billion  during  the  first  half  of  1993. 

Ford  isn't  alone.  Across  Corporate 
America,  partnerships  between  giants 
such  as  Ford  and  smaller  companies  like 
Cummins  are  spreading  like  a  prairie 
fire.  This  summer.  American  Airlines 
Inc.  turned  the  unprofitable  short-haul 
operations  at  its  San  Jose  (Calif.)  hub 
over  to  low-cost  Reno  Air  Inc..  which 
w  ill  feed  raffle  to  the  larger  carrier.  Drug 


companies  such  as  Eli  Lilly.  Merck,  and 
Smith  Kline  are  forging  bonds  with  phar- 
maceutical startups  to  gain  access  to 
their  path-breaking  technologies.  Man- 
ufacturers Motorola.  DuPont.  and  Cater- 
pillar are  cozying  up  to  suppliers,  looking 
to  cut  costs  by  tapping  their  product  de- 
sign and  manufacturing  expertise.  Says 
Deborah  Wince-Smith,  a  senior  fel- 
low at  the  Council  on  Competitive- 
ness: "Big  companies  have  realized  it 
isn't  smart  to  go  it  alone  in  a  glo- 
bal market." 

Indeed,  the  impetus  to  partner- 
ship can  be  summed  up  in  one 
word:  competitiveness.  Clobal  com- 
petition, coupled  with  the  super- 
sonic pace  of  innovation,  has  com- 
pelled large  companies  to  play  every" 
angle  to  survive.  IBM.  Ford,  and 
General  Motors  have  found  that  to 
cut  costs  or  keep  up  with  techno- 
logical shifts  they  need  the  help  of 
little  guys.  Small  dynamos,  free  of  r 
the  bureaucracy  that  hampers  many 
big  companies,  often  hit  on  new 
products,  markets,  or  designs  first. 
"Big  companies  don't  do  this  to 
think  small."  notes  consultant  Jor- 
dan Lew  is.  who  helps  companies  forge 
partnerships.  "Large  companies  partner 
with  small  ones  because  the  small  com- 
pany has  something  they  want." 

Still,  the  best  large  companies  ap- 
proach partnerships  with  a  much 
broader  agenda.  Some  w  ant  help  cut- 
ting costs.  Others  want  a  jump-start 
developing  new  technologies.  Still  oth- 
ers want  a  window  onto  niche  markets 
that  they  normally  would  overlook. 

Manpower  International,  the  $3.2  bil- 
lion temporary-employment-services 
company,  for  instance,  established  in 
September  a  national  partnership  with 
a  $50  million  black-owned  company  to 
allow  Manpow  er  to  tap  the  l\  S.  minor- 
ity labor  pool  better.  Many  Manpow  er 
customers  want  to  diversifv  their  work 


forces,  including  staffers  hired  throi 
Manpower.  "The  alternative  w  ould  h; 
been  to  look  around  in  each  market 
minority  vendors,  which  would  hs 
been  inefficient  and  couldn't  guaran 
us  quality  nationwide."  explains  C 
Mitchell  S.  Fromstein. 
But  w  hile  manv  big  sen  ice 


THE  ROAD  TO  A 
SUCCESSFUL  PARTNERSHIP 


I 


If  the  road  looks  too 
treacherous  to  travel 
alone,  consider  a  partner. 


5 The  companies  have  | 
an  agreement!  But  nov 
both  must  be  committed 
to  the  agreed-to  plan. 


6 


Sta>  focused.  Don't  get  dis 
tracced  by  other  projects.  E 
the  work  the  alliance  was  fon 
to  pursue. 
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panies  are  just  now  recognizing  the 
;fits  of  partnership,  manufacturers 

been  converts  for  years.  In  the  late 
s,  big  companies  saddled  with  high- 
;d  union  contracts,  such  as  Ford, 
re,  and  Caterpillar,  started  diverting 
;  work  to  suppliers  to  cut  labor  costs. 
:r,  as  suppliers  provided  more  and 
i  of  the  value  of  a  product — up  to 

in  autos — industrial  giants  had 
uild  tighter  links  to  their  suppliers 
lost  quality  and  lower  costs  further, 
ley  weren't  alone.  To  boost  their 
growth  rates,  large  pharmaceutical 
panies  over  the  past  20  years  have 
natically  increased  their  licensing 
nerships  with  small  startups  that 
:  developed  promising  drugs, 
s  not  just  the  big  boys  that  benefit 
iese  couplings.  Partnering  with  a  be- 
oth  such  as  DuPont,  IBM,  or  Cater- 


ihoose  the  wrong  partner, 
ad  you'll  head  down  the 
>ng  road. 


pillar  also  has  advantages  for  those  small 
fry  lucky  enough  to  get  tapped.  Take 
Morton  Metalcraft  Co.,  a  Morton  (111.) 
sheet-metal  fabricator  with  $30  million 
in  sales.  Three  years  ago,  the  company 
began  cozying  up  to  construction-equip- 
ment giant  Caterpillar,  Inc.,  which  in- 
itially farmed  out  some  metal  bending 
work  to  Morton  in  a  bid  to  cut  costs. 

Gradually,  Caterpillar  entrusted  more 
responsibility  for  product  design  to  Mor- 
ton, which  could  do  the  job  better  and 
cheaper,  says  CEO  William  Morton.  As 
a  result,  Morton's  sales  to  Caterpillar  are 
growing  more  than  10%  annually,  says 
Morton.  Caterpillar  hasn't  done  shabbi- 
ly either.  When  the  partners  teamed  up 
to  tackle  cost  problems,  improvements 
in  excess  of  10%  have  been  common. 

But  partnering  isn't  easy.  A  not-invent- 


}Be  careful  not  to 
manipulate  or  pu 
power  plays  during 
negotiations.  Here  the 
soon-to-wed  companies 
need  to  build  trust.  Vg 


ed-here  mentality  still  dominates  most 
corporate  giants.  And  even  well-con- 
ceived partnerships  are  fraught  with  op- 
portunities for  failure.  Why?  Despite  the 
successes  trumpeted  by  the  likes  of  Xe- 
rox, Corning,  and  DuPont,  big  compa- 
ny research  and  engineering  depart- 
ments greet  warily  most  innovations 
generated  by  suppliers  and  small-compa- 
ny partners.  Moreover,  what  many  cor- 
porations call  partnering  remains  simply 
an  old-fashioned  effort  to  extract  price 
concessions  from  suppliers.  Says  Ken- 
neth Stork,  former  Motorola  Inc.  pur- 
chasing chief:  "When  someone  suggests 
a  partnership  to  me,  my  hand  still  auto- 
matically moves  to  protect  my  wallet." 

The  high-profile  efforts  by  GM  and 
General  Electric  Co.  to  cut  costs  bv  de- 


T  * 


41  )on't  move  too  fast. 
Get  to  know  your 
partner:  build  trust  be- 
fore things  get  hectic. 


8 As  the  alliance  matures, 
periodically  review  the 
scope,  structure,  and  dura- 
tion of  the  partnership  and 
make  necessary  changes. 


)ops... partners  battle 
ecause  they've  failed 
devaluate  or  comnumi- 
e  or  because  their  com- 
cment  has  dropped.  Time 
.'all  the  consultants! 


SB 


9 To  ensure  commitment 
and  communication,  keep 
the  original  staffers  involved 
as  long  as  possible.  And  make 
sure  new  staffers  and  top  man 
agers  are  schooled  in  the 
importance  of  the  project. 


Do  these  and  you'll 
reach  the  finish  line. 


BIG  COMPANIES 


manding  price  reductions  from  suppli- 
ers certainly  reinforced  this  view.  Sup- 
pliers to  GE's  appliance  division  were 
invited  to  partner  with  the  unit  in  ex- 
change for  10%  annual  price  reductions. 
"They  didn't  care  how  much  cost  you 
had  already  taken  out,"  grouses  one  GE 
supplier.  "It  was  patently  unfair."  Simi- 
larly, GM's  former  purchasing  guru,  Jose 
Ignacio  Lopez  de  Arriortua,  tore  up 
long-term  contracts  and  demanded  price 
reductions  from  suppliers.  The  contro- 
versial effort,  says  GM,  saved  the  com- 
pany $4  billion  on  parts. 

But  overemphasis  on  cutting  compo- 
nent prices  is  a  rationale  many  U.  S. 
companies  are  trying  to  leave  behind. 
"Corporations  are  finding  there's  only 
just  so  much  blood  you  can  squeeze," 
says  James  P.  Kuhn,  a  vice-president  at 
consultants  A.T.  Kearney  Inc.  Instead, 
manufacturers  are  increasingly  forging 
long-term  relationships  with  suppliers 
to  work  together  as  a  team  to  hack  away 
at  costs,  often  sharing  the  savings. 

Take  Chrysler  Corp.  When  it  started 
designing  its  Neon  subcompact  in  1990, 
it  involved  25  key  suppliers.  They 
helped  engineer  the  car  and  negotiated 
target  prices  for  parts  up-front,  allowing 
them  to  design  for  cost  containment. 
The  result:  Development  took  three 
years,  compared  with  an  industry  aver- 
age of  five,  and  cost  just  $1.3  billion.  By 
contrast,  GM's  Saturn  cost  $5  billion. 


One  hotbed  for  partnering  has  been 
the  drug  industry,  where  established 
manufacturers  such  as  Merck  &  Co.  in- 
creasingly rely  on  small  companies  for 
new-product  ideas  to  augment  their 
own  research  efforts.  Frank  Baldino, 
president  of  Cephalon  Inc.,  a  West 
Chester  (Pa.)  startup  that  spends  most 
of  its  funds  on  research,  says:  "Why  not 
hook  up  with  us  and  do  it  for  10%  of 
the  cost?" 

That's  happening  more  and  more.  For 
example,  two  years  ago  Eli  Lilly  &  Co. 
needed  a  way  to  deliver  drugs  to  pre- 
vent heart  blockage  from  recurring  af- 
ter an  angioplasty,  a  procedure  used  to 
open  blocked  arteries,  which  has  be- 
come a  booming  business  for  Lilly's 
medical-device  division.  Meanwhile,  Zy- 
naxis  Inc.,  a  Malvern  (Pa.)  startup,  had  a 
drug-delivery  system  but  needed  a 
deep-pocketed  partner  to  help  with  the 
clinical  trials,  which  can  cost  up  to  $200 
million. 

So  a  partnership  was  struck.  For  a  $3 
million  investment  in  Zynaxis  and  a  fur- 
ther $1.26  million  a  year  to  speed  re- 
search, Lilly  secured  the  technology.  Al- 
though a  product  is  still  a  few  years  off, 
says  Lilly  director  of  drug-delivery  de- 
vices Robert  VV.  Scott,  early  signs  are 
promising. 

Even  with  all  the  success  stories,  part- 
nering remains  a  stretch  for  many  cor- 
porations. The  need  to  build  mutual 


■ 


DRAFTED:  MORTON  WAS 
TAPPED  FOR  DESIGN  HELB 
BY  CATERPILLAR 

trust  often  conflicts  with  their  stands  o 
operating  procedures.  It's  essenti 
therefore,  says  former  Motorola  purch 
ing  chief  Stork,  to  build  a  corporate  c 
ture  that  values  cooperation  and  to  coi 
municate  constantly. 

At  Motorola,  for  instance,  former  Ch 
Executive  Robert  W.  Calvin  used 
make  presentations  about  the  imp< 
tance  of  close  relations  with  supplie  „ 
And  executives  at  DuPont  Co.  m< 
quarterly  with  managers  at  Milwaukt , 
based  W.  H.  Brady  Co.  to  set  goals  i 
their  partnership,  which  sells  a  join 
developed  product  used  to  post  ads 
the  sides  of  trucks.  Project  teams  of  lo 
er-level  workers  meet  even  more  oft< 
says  William  Hayes,  Brady's  gene 
manager  . 

Obviously,  building  partnerships  tak 
time.  But  where  corporations  such  j 
Ford  and  Caterpillar  have  made  the  i 
fort  to  find  capable  teammates,  the  gai 
have  been  unmistakable.  Indeed,  wh 
thinking  small  may  be  the  order  of  t 
day  in  America's  big  companies,  sorr 
times  it's  enough  to  just  find  a  partr 
— albeit  a  smaller  one. 

With  Wendy  Zellner  in  Dallas,  E 
Schine  in  Los  Angeles,  and  James  E.  E> 
in  Ch  icago 
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Can 


1.  Can  your  PC  run  DOS,  Windows™ 
and  OS/2® programs  at  the  same  time? 


<2i.  Can  your  PC  simultaneously  format 
diskettes,  connect  to  an  online  service  like 
CompuServe1"  and  print  a  document? 


Ifs  my  file 
and  I'll  name  it 
anything  I  want 


.  Can  you  save  files 
ider  any  name  you  want 
>  to  254  characters  long: 


your  PC 
nass  this  siniDle 


screen 


>es  your  PC  come  with 
15  useful  productivity 
ts?  Does  it  come  with 
e  Type  Manager™? 


!rja 


In 


test? 


n  you  "drag  and  drop " 
|  like  files, folders  and 
ts  anywhere  you  ivant, 
up  and  organize  your 

Mtop  th  MuHjmedia 


6.  Con  you  take  advantage 
of  the  latest,  exciting  multi- 
media video  technology 
without  buying  additional 
hardware? 


Call  for  your  free 
demo  diskette. 


File     Edit  View 
Help 

Options  Control 

MM a  c 

Type 

m  ■  'i 

0:62  84         \  _ 

13  37  0:13 

irogram"crashes,"can  you  recover  w  ithout  rebooting 
computer?  Can  you  run  the  new  generation  of  32-bit 
rams?  If  you  answered  no  to  any  of  the  above,  then 
ue  to  say  yes  to  a  higher  grade  of  PC  performance. 

nand  OS/2  2.1  preloaded  on  your  next  PC. 

OS/2  2.1  in  your  PC,  you  can  get  a  lot  more  out  of 
PC.  Its  simply  a  question  of  multiple  choice.  OS/2  2.1 


lets  you  choose  Irom  the  broadest 


of  PC 


.li- 


able, and  lets  you  get  more  from  them  than  ever  before. 
So  there's  only  one  final  question:  what  are  you  waiting  for? 

OS/2  2.1  is  available  at  local  software  dealers.  To  order 
or  to  find  out  more  about  OS/2  2.1,  call  1 800  3-IBM-OS2. 1 
Canada,  call  1800  465-7999. 

Operate  at  a  higher  level. 


was  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBM  and 
re  registered  trademarks  and  "Operate  at  a  higher  level"  is  a  trademark  ot  International  Business  Machines  Corporation  Windows  is  a 
ark  of  Microsoft  Corporation  CompuServe  is  a  trademark  of  CompuServe,  Inc  Adobe  Type  Manager  is  a  trademark  of  Adobe  Systems 
xated  ©  1993  IBM  Corp 


THE  NEW  BONNEVILLE 


Driver  &  Passenger  Airbags 


Anti-Lock  Brakes 


Traction  Control* 


Variable  Effort  Power  Steering 


Leather  Seating  Areas 


Theft-Deterrent  Key  System 


You  could 
spend  thousands  rr 
on  a  luxury  import. 
But  why? 


WE  ARE  DRIVING  EXCITEMENT 


PONTIAC  CARES  with  a  3-year/36.000-mile  no-deductible  bumper-td-bumper  limited  warranty  (see  your  dealer  for  details), 
plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762-4900  for  more  product  information 
and  dealer  locations.  Bonneville*  [a].  Always  wear  safety  belts,  even  with  airbags.  ©  1993  GM  Corp.  All  Rights  Reserved. 
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JAPAN 


APAN  INC.  FINALLY 
TARTS  ITS  DIET 


Corporate 
socialism 


ves  way  to  greater 
dividual  initiative, 
wer  automatic 
amotions,  and 
nk  slips 

ROBERT  NEFF 

ironobu  Yagata  confronted  a  fright- 
ig  reality  last  June.  Audio  and  video 
built  by  his  division  at  Sanyo  Elec- 
Co.  were  rapidly  losing  competi- 
ness  as  the  yen  soared  and  produc- 
costs  at  home  remained  intractable, 
^resident  of  Sanyo's  A/V  Business 
idquarters,  Yagata  knew  the  only  so- 
)n  was  to  shift  as  much  of  his  man- 
turing  as  possible  from  Japan  to  low- 
ost  countries  such  as  Malaysia  and 
na-and  the  sooner  the  better, 
ntil  last  year,  making  such  a  deci- 
i  would  have  required  months  of 
sensus-building  throughout  the  com- 
y  in  time-honored  Japanese  man- 
ment  fashion.  Yagata,  like  most 
mese  managers,  simply  lacked  the 
lority  to  make  quick  decisions.  So 
vould  need  to  consult  scores  of  prod- 
and  strategic  planners,  people  in  the 
ing  and  sales  divisions,  overseas  pro- 
don  managers,  as  well  as  top  Sanyo 
lagers  before  making  changes, 
o  longer.  Thanks  to  a  "no  excuse" 
entralized  management  structure 
pted  by  Sanyo  last  year,  Yagata 
:kly  consulted  with  several  key  ex- 
tives  who  would  be  directly  affect- 
by  the  decision.  Then,  he  drafted 
reasons  for  his  plan  and  its  antici- 


pated results  and  informed  all  concerned 
of  his  decision.  He  alone  assumed  re- 
sponsibility for  his  decision,  ultimately 
saving  Sanyo  from  costly  delays  during  a 
time  when  swift  action  was  critical  to 
the  bottom  line.  By  1996,  70%  of  the 
TVs  Sanyo  sells  in  Japan  will  be  made 
abroad,  more  than  double  current  lev- 
els. And  90%  of  its  audio  products  for 
the  domestic  market  will  come  from  off- 
shore, compared  with  70%  now. 

What  may  sound  like  routine  decision- 
making in  a  Western  company  consti- 
tutes no  less  than  a  revolution-in-  the- 
making  at  dozens  of  top-heavy, 
over-manned  companies  that  got  fat  dur- 
ing Japan's  rapid-growth  "bubble  years." 
Now,  mired  in  recession  and  faced  with 


SANYO'S  TAKANO:  "WE'LL 
HAVE  TO  FIRE  THOSE  WHO 
CAN'T  GET  THE  JOB  DONE" 

heightened  competition  from  such 
rapidly  developing  countries  as  South 
Korea  and  Taiwan — and  even  from 
resurgent  U.  S.  industry — Japanese  com- 
panies are  bent  on  slimming  down,  de- 
layering  management,  and  delegating 
more  responsibility  to  individual  exec- 
utives. Indeed,  a  recent  survey  of  250 
big  companies  by  Tokyo's  Industrial  La- 
bor Research  Institute  found  that  49.6% 
of  them  plan  to  reduce  management 
ranks. 

"Japanese  companies  are  now  going 
through  the  restructuring  that  U.  S.  com- 
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Fidelity  Stock  Funds 
With  No  Sales  Charge 
For  Your  Keogh 


If  you're  self-employed  or  a  business  owner,  you  can  make 
tax-deductible  contributions  of  as  much  as  25%  of  your 
earned  income  -  up  to  $30,000  per  year  to  a  Fidelity  Retire- 
ment Plan  (Keogh).  Plus,  your  investment  grows  tax-deferred  until 
withdrawn. 

Exclusively  for  Fidelity  Retirement  Investors! 

Fidelity7  has  waived  the  sales  charge  on  more  than  a 
dozen  Fidelity  stock  funds  exclusively  for  retirement 
investors  when  you  invest  through  certain  Fidelity  retire- 
ment plans.'  Call  for  details. 

Why  Choose  Fidelity  for  your  Keogh? 

✓  Investment  choice  and  flexibility  ^  Demonstrated 
fund  performance  ✓  Dedicated  Retirement  Specialists 
^  Keogh  customer  newsletter  ^  24-hour  customer 
service 

It  s  Easy  to  Get  Started 

If  you  would  like  to  set  up  a  plan  or  would  like 
further  information,  you  can  either  call  our 
toll-free  number  or  speak  with  someone  in 
person  at  one  of  our  conveniently  located 
investor  centers. 

Trying  to  decide  which  tax  advantaged 
retirement  plan  is  best  for  your  business 
or  practice?  Ask  for  your  free  Guide  to 
Retirement  Plans  for  Self-Employed 
People  and  Business  Oteners. 

Visit  A  Fidelity  Investor  Center 
or  Call 
1-800-544-5373 


Fidelity      3  Investments 

▼  Common  sense.  Uncommon  results. 

2r 

Call  for  a  FREK  Keogh  Fact  Kit,  and  a  current  fund  prospectus  for  more  complete  information,  including  charges 
and  expenses.  Read  the  prospectus  carefully  hefore  you  invest  or  send  money.  'This  offer  applies  to  certain  Fidelity 
retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan'  Fund,  Fidelity  New  Millennium'" 
Fund,  and  Fidelity  Select  Portfolios'  are  excluded  Fidelity  Distributors  Corporation 
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ch  executives  as  Sanyo  Electric 
dent  Yasuaki  Takano  are  out  to  cor- 
this.  During  the  past  two  years, 
no  has  slashed  the  number  of  head- 
ers departments  to  17  from  36,  re- 
ng  the  staff  count  to  1,350  from 
l.  By  1995,  he  plans  to  trim  his  pay- 
hrough  attrition  to  27,000  people 
the  current  30,600.  Takano  has  also 
jctured  the  company  into  eight  di- 
ns, each  headed  by  a  "president" 
is  accountable  for  everything 
sales  and  production  to  capital  tn- 
nent.  "We  treat  them  as  separate 
sanies,"  says  Takano.  "They  each 
their  own  profit-and-loss  statement 
balance  sheet.  We'll  have  to  fire 


PAN  TAKES  THE  KNIFE  TO  BUREAUCRACY 

ched  by  recession  and  expensive  cultural  practices 
h  as  lifetime  employment,  Japan  Inc.  is  being 
;ed  to  cut  costs  and  eliminate  stifling  overhead. 

MPANY    RESTRUCTURING  STEPS 

IQM0fO    The  leading  food  producer  has  cut  its 

product  line  to  2,500  items  from  4,000  to 
reduce  development  and  design  costs. 

iAN         ^ne  aut0  giant  wm  shutter  a  major 
[0j^         plant  in  1995,  reduce  the  number  of  ex- 
pensive-to-develop  models  and  options  it 
offers,  and  cut  payroll  by  5,000  by  1996. 

0  The  truckmaker  has  cut  its  number  of 

I0RS       smail  work  units  to  193  from  305. 

KM        Divisions  for  the  first  time  are  profit  cen- 
ters, responsible  for  their  own  results. 

The  telecom  giant  will  eliminate  10,000 
jobs  by  1996  through  attrition  and  vol- 
untary early  retirement. 


graduate  employees  to  work  in  compa- 
ny-affiliated stores.  Matsushita  contin- 
ues to  pay  their  salaries.  Other  compa- 
nies, such  as  Asahi  Mutual  Life 
Insurance  Co.,  take  such  stopgap  steps 
as  reducing  overtime  by  turning  out  the 
lights  at  5  p.m.  on  designated  days  and 
locking  the  copy  machines  of  sections 
that  exceed  their  photocopy  budgets. 

Thus  far,  no  large  employer  has  re- 
sorted to  mass  layoffs  or  firings.  Doing  so 
would  shatter  the  social  contract.  So  cor- 
porations that  need  to  shed  more  work- 
ers faster  than  attrition  allows  are  reas- 
signing managers  over  a  certain  age, 
usually  50,  to  subsidiaries.  That  basical- 
ly shifts  the  bureaucracy  to  less  visible 
parts  of  the  econo- 
my— but  ones  that 
needn't  worry  as 
much  about  inter- 
national cost  com- 
petitiveness. 

Other  employers 
such  as  Nippon 
Telegraph  &  Tele- 
phone Corp.  and 
IBM  Japan  Ltd. 
are  adopting  vol- 
untary early-retire- 
ment plans.  These 
aren't  as  popular  as 
in  the  U.  S.,  how- 
ever, because  re- 
tirees lose  the  sta- 
tus of  their  former 
jobs.  Also,  the  rel- 
ative lack  of  ven- 
ture capital  and 
the  lower  re- 
gard for  entrepre- 
neurship  in  Japan 
mean  that  few  see 
early  retirement  as 
an  opportunity  to 
start  their  own 
businesses. 


z  who  can't  get  the  job  done." 
vyo  is  far  from  alone.  Two  years  ago, 
1  with  its  first-ever  losses,  office 
3ment  maker  Ricoh  Co.  cloistered 
:  executives  in  a  Tokyo  hotel  room 
iree  days  of  meetings  to  forge  a  re- 
turing  plan.  The  result:  Ricoh  will 
ts  14,000  payroll  by  28%  by  1996, 
ding  slashing  half  its  headquarters 

by  1995.  It  also  is  assigning  500 
^-collar  workers  at  a  time  to  four- 
:h  stints  on  production  lines  to  re- 

the  need  for  part-time  workers, 
cewise,  to  minimize  costs  and  make 
e-collar  employees  more  market- 
:ious,  Matsushita  Electric  Industri- 
).  is  about  to  start  assigning  1,000 
!le  managers  and  1,000  new  college 


Solving  this  lack  of  entrepreneurial  in- 
stincts will  be  key  to  the  full  success  of 
Japan's  corporate  restructurings.  Indeed, 
making  individual  managers  more  ac- 
countable won't  achieve  much  unless 
they're  also  made  to  think  more  cre- 
atively, take  initiative,  and  assume  risk. 

"Future  management  has  to  put  more 
emphasis  on  individuality  to  get  the 
kind  of  innovation  that  we'll  need,"  says 
Yoshio  Maruta,  chairman  of  Kao  Corp.,  a 
leading  maker  of  household  and  per- 
sonal-care products.  That  will  test  some 
deeply  ingrained  cultural  attitudes.  But 
Japanese  can  be  quick  learners  and  re- 
sourceful survival  artists.  Just  ask  Hi- 
ronobu  Yagata. 

With  James  E.  Ellis  in  Chicago 


Do  you  have 


BUSINESS 


DAN 


yet? 


66If  I  were  starting  a  business 
today,  one  of  the  first  books  I'd 
read  is  Dan  Thomas'  Business 
Sense.  It's  a  great  tool  for  the 
experienced  executive  or  the 
budding  entrepreneur." 
— Dave  Thomas, 
Senior  Chairman  and  Founder, 
Wendy's  International 

66This  is  not  a  colfee  table  book. 
It's  loaded  with  practical  advice 
about  how  to  build  and  maintain  a 
successful  business.  Dan  Thomas' 
five  freedoms  will  help  you  meet 
the  most  important  challenge  in 
today's  business  environment — 
change." 

— Lewis  E.  Piatt,  President  and 
CEO,  Hewlett-Packard  Company 

**The  biggest  problem  in  business 
today  is  that  common  sense  is 
seldom  common  practice.  This 
book  is  all  about  using  common 
sense  in  business.  If  you  have  any 
sense  you'll  read  it  and  share  it 
with  others." 

— Ken  Blanchard,  co-author  of 
The  One  Minute  Manager 

1993    0-02-9324440  $24.95 

Available  at  your  local  bookstore 
or  for  credit  card  orders, 
call  toll-free  1-800-323-7445. 
Or  send  a  check  to: 

THE  FREE 
PRESS 


A  Division  of  Macmillan,  Inc. 

866  Third  Avenue,  New  York,  NY  10022 
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The  Client/Server  Sol 


The  SAS  System  for  Information  Delivery 
is  a  new  concept  in  client/server  software.  It 
provides  workable  strategics  tor  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
s  \v  v\  stem  strategy  fi  ir  universal  data 
access  makes  it  easv  to  reach  all  your 
diverse  "islands  of  information"—  including 
host  system  files,  flat  files.  »•••••• 

and  corporate  DBMS's  such 
as  DB2 1  ORACLE? 
and  dBASE ! 


An  exclusive  MultfVendor  Architei 
is  behind  the  SAS  System's  strategv  fd 
hardware  independence  Applid 

run  the  same  way  across  PCs.  worksta 
and  host  systems  —  making  true  clien| 
computing  a  reality  while  exploiting  l 
particular  strengths  of  each  platform. 

Address  the  needs  of  users  at  eveij 
with  the  System's  strategv  for  int 
versatility  An  EIS  interface  puts  ded 
makers  in  command  of  the  facts  —  wi 
need  them.  There's  also  a  task-oriente 
menu-driven  interface  for  business 


•  ••••» 
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.Services 
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i  for  EIS  and  Beyond 


.plus  object-oriented  and  full- 
programming  environments  for 
ins  developers. 
\S  System's  applications 
ion  strategy  provides  one  seamless 
or  virtually  any  application  that 
ccessing,  managing,  analyzing,  or 
g  data.  Choose  integrated  tools  for 
;upport,  reporting,  financial 
narket  research,  project 
ent,  quality  improvement, 
.  All  backed  by  SAS  Institute 
i\  force  in  the  information 


Parker  Equipment  &  Services 
U.S.  Regional  Territories 


Saws  Taitay 
Manager  Mi.  JS,  Alan 


industry  with  a  strong  commitment  to 
helping  you  succeed  —  and  an  unrivaled 
dedication  to  training,  documentation, 
technical  support,  and  consulting  services. 

See  for  yourself  how  the  SAS  System 
of  software  brings  out  the  best  in  your 
hardware  and  the  people  who  use  it.  Just 
give  us  a  call  at  919-677-8200  for  a  free 
video,  plus  details  about  a  free  software 
evaluation. 


•  »  *■ 


SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


stem 


SAS  is  a  registered  iraclem.irk  of  V\s  Institute  Inc 
( <>p\ right  ■  1993  by  SAS  Institute  Inc 
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INTRODUCTION 

by  Charlie  Rose 


I  grew  up  in  the  heart  of  North  Carolina. 

I  My  father  owned  a  country  store  that  he 
bought  from  my  mother's  father.  Whatever  I 
learned  about  conversation  came  in  part  from 
that  store  where  my  father  put  me  to  work 
from  an  early  age.  The  talk  was  of  sports, 
politics,  farming,  family,  and 
gossip.  But,  even  then,  I  would 
go  to  the  second  floor  porch 
and  watch  the  trains  go  north 
to  Nev/  York  and  south  to 
Florida.  I  dreamed  of  leaving 
North  Carolina  and  finding  my 
place  in  the  world.  And  I  did. 
And  soon  thereafter,  I  dreamed 
with  equal  passion  of  finding 
my  way  back.  I  find  my  history  here,  my  fami- 
ly, defining  influences,  and  today  emerging 
from  that  land  a  vibrant  modern  state  as 
much  of  technology  as  of  agriculture.  I 
received  my  values  and  my  education  here.  It 
has  given  far  more  to  me  than  I  have  to  it. 
Perhaps  the  only  job  I  would  like  more  than 
my  own  would  be  Governor  of  North 
Carolina  where  I  could  get  to  travel,  meet  its 
people,  and  enjoy  its  variety. 

I  stand  in  line  with  other  proud  North 
Carolinians  who  have  celebrated  our  state  in 
book  and  song.  I  heard  James  Taylor 
acknowledge  the  other  day  his  favorite  song 
was  Carolina  in  My  Mind.  The  list  of  accom- 
plished North  Carolinians  (tar  heels)  is  huge. 
Those  like  Edward  Murrow,  David  Brinkley, 
Sam  Ervin,  and  Andy  Griffith  have  writ  large 
on  the  national  stage.  Scratch  a  tar  heel  and 
you  will  find  more  than  someone  who  gets 
excited  every  time  Duke  or  Carolina  wins  the 
NCAA  final  four.  (For  you  non-basketball  fans 
that's  the  last  three  years.)  And  who  has 
brought  more  pride  to  North  Carolina  than 
fellow  North  Carolinians  like  Dean  Smith, 


Mike  Krzyzewski,  and  Michael  Jordan.  For 
each  of  them  and  those  less  famous  you  will 
find  a  memory  of  place  that  lives  in  their  soul. 
And  their  experience  is  as  different  as  the  dif- 
ferent sections  of  the  state  whether  it  be  the 
mountains,  the  Piedmont,  or  the  coast. 

This  state  is  just  beginning 
to  confirm  its  greatness. 
Governors  from  Aycock  to 
Hodges  to  Sanford  to  Martin 
and  Hunt  and  educators  like 
former  University  of  North 
Carolina  President  William 
Friday  have  given  us  roads  and 
schools  and  so  many  other 
things  that  set  the  framework 
for  the  future.  We  are  a  work  in  progress,  let- 
ting our  memory  of  our  failures  be  a  mandate 
for  how  we  treat  each  other  and  the  place  we 
leave  for  our  children.  Much  can  be  said, 
and  will,  about  North  Carolina  and  business. 
Their  stories  are  also  part  of  our  history 
whether  it  be  agriculture,  textiles,  furniture, 
or  banking. 

As  I  write  this  it  is  early  morning  in 
Wrightsville  Beach.  The  sun  rises  over  the 
Atlantic  and  the  moon  descends  behind  the 
Intra-Coastal  Waterway.  It  is  the  end  of  my 
North  Carolina  vacation.  But  this  time  is  bet- 
ter than  some.  A  little  more  than  a  month  from 
now  I  bring  my  television  program  back  to 
North  Carolina  to  celebrate  the  bicentennial 
of  one  my  favorite  institutions,  the  University 
of  North  Carolina.  It  is  symbolic  of  what  our 
state  is  about.  It  has  a  memory  and  a  tradi- 
tion. It  is  growing  in  many  branches.  And  it 
serves  as  a  stairway  to  the  future  and  magnet 
for  those  who  come  to  live  in  our  boundaries. 

For  a  man  of  Duke  to  say  that,  it  must  be 
an  incredible  institution.  It  is.  Just  like  the  state 
I  call  home. 
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U.S.  and  abroad.  And  it  wanted  all  the 
things  that  make  tor  a  good  quality  of 
life  for  its  employees. 

The  search  narrowed  to  five  sites, 
then  two  —  Rockingham  County, 
North  Carolina,  and  a  community  in 
Kentucky.  "It  was  a  close  call,  and 
there  wasn't  one  single  thing  that  tipp- 
ed the  balance,"  said  Rudy  Williams, 
Schlegel  Corporation's  manager  of 
facilities  engineering.  "North  Carolina 
had  the  best  overall  package  of  assets. 
The  state  is  committed  to  helping 
people  as  well  as  helping  companies." 

More  and  more  businesses  like 
Schlegel  are  discovering  the  unique 
combination  of  assets  that  makes  the 
state  of  North  Carolina  ideal  for  grow- 
ing a  business.  From  high  technology 
to  basic  manufacturing,  from  sophisti- 
cated services  to  trade  and  distribution, 
from  small  entrepreneurial  start-ups  to 
large  multinational  companies,  North 
Carolina-based  firms  are  enjoying 
record  levels  of  prosperity. 
Consider  this... 

In  five  of  the  last  six  years  North 
Carolina  has  led  the  U.S.  in  the  num- 
ber of  new  manufacturing  starts. 
-#-  More  than  $33  bil- 
lion in  business  invest- 
ments  over   the  past 
seven  years  has  created 
in  excess  of  400,000  new 
jobs. 

North  Carolina  led 
the  nation  in  1992  in  the 
number  of  new  interna- 
tional facilities  locating  in 
the  state.  One  quarter  of 
the  $3  billion  in  manu- 
facturing investments 
announced  in  1991  came 
from  international  com- 
panies. 


North  Carolina's  exports  —  rang- 
ing from  high-technology  electronics 
and  fiber  optics  to  furniture,  textiles, 
and  tobacco  —  reached  every  conti- 
nent and  gave  the  state  a  $1.4  billion 
trade  surplus  in  1992. 

THE  SECRETS  OF  SUCCESS 

North  Carolina  has  built  its  success  on 
a  remarkably  broad  base  of  industries, 
a  diversity  that  has  made  it,  if  not 
recession-proof,  at  least  recession- 
resistant.  The  state's  unemployment 
rate  is  among  the  lowest  in  the  nation. 

But  it  was  not  always  so.  In  the  mid- 
1950s,  the  state  had  the  second-lowest 
per-capita  income  in  the  nation  and 
was  dependent  on  the  "three-legged 
stool"  of  its  textile,  tobacco,  and  furni- 
ture industries.  These  "traditional" 


I 

l 


industries  have  continued  to  thr  e: 

The  state  dominates  the  $35  bil  n 

furniture  industry,  employing  87 

people  and  producing  35%  of  all 

home  furniture  in  the  world.  Six  fife 

dred  of  the  3,000  U.S.  furniture  plk 

are  in  North  Carolina.  The  leadftg 

tobacco  manufacturer,  100-year-ld 

RJ  Reynolds  Tobacco  Company,  |»s 

metamorphized  into  RJR/Nabis© 

makers  of  Planters  Peanuts,  Lifesavs 

and  many  other  products.  Grees- 

boro-based  Burlington,  Unifi,  Git 

Mills,  and  Guilford,  among  oth«. 

have  used  increasingly  "high-te« 

processes  to  remain  a  strong  foraj 

the  highly  competitive  world-wide  t 

tile  industry. 

Yet  today  a  wide  range  of  high-te- 

nology  and  bio-technology  industry 

manufacturers,  financial  and  serv»V 

industries  have  been  added  to  the  m," 

creating  a  many  -legged  base  for  sw 

porting  strong  economic  growth.  / 

i 

THE  ROAD  TO  DISCOVERY 

Ever  since  Wilbur  and  Orvie 
Wright  got  that  first  airplane  off  lie 
ground  at  Kitty  Hawk,  Noih 
Carolinians  have  aspirl 
to  scientific  discove 
But  it  took  some  doij 
to  get  North  Carolina  i 
the  map  as  a  center  if 
high-technology. 

A  major  catalyst  wa 
the  development  in  t; 
1950s  of  Research  Tj 
angle  Park,  a  6,800-ac: 
tract  strategically  san- 
wiched  between  three  t 
the  state's  premier  edut 
tional  institutions 
Duke  University 
Durham,  North  Caroli; 


Change  is  in  the  air. 


lb  meet  the  changing  needs  of  today's  business 
traveler,  we've  been  making  quite  a  few  changes 
ourselves,  including: 

►  New  Schedules.  Today,  we're  number  one  in  jet 
departures  from  Philadelphia,  New  York's  LaGuardia, 
Boston,  Washington,  D.C.  and  Tampa,  to  name  just  a 
few  airports. 

*New  Terminals.  1992  marked  the  opening 
of  two  of  the  world's  most  modern  terminals 
at  LaGuardia  and  Pittsburgh. 

►y4  New  Alliance  With  British  Airways.  Ultimately, 
we'll  be  able  to  take  you  to  339  cities  in  71  countries, 
and  offer  you  a  new  world  of  service,  superb  quality, 
and  international  style. 


USAir 

USAir  begins  with  you 


►  New  Frequent  Traveler  Benefits.  Members  of  the 
USAir  Frequent  Traveler  Program  enjoy  the  fastest 
free  ticket  to  the  most  destinations.  And  this  year 
we've  introduced  Priority  Gold  Plus,  with  the  most 
generous  upgrade  system  in  the  sky.  And  now,  USAir 
Frequent  Traveler  Program  members  will  be  able  to 
earn  and  redeem  mileage  credit  on  any 
British  Airways  flight  worldwide. 
Obviously,  there's  a  lot  that's  new  at 


USAir.  In  fact,  in  the  history  of  aviation,  no  other 
airline  has  made  so  many  changes  so  fast. 
And  all  of  it's  for  you. 

For  reservations  and  information  call  your  travel 
consultant  or  USAir  at  1-800-428-4322. 
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State  in  Raleigh,  and  University  of 
North  Carolina  at  Chapel  Hill.  At  the 
time  of  the  RTP's  creation.  North 
Carolina  made  no  one's  short  list  as  a 
site  for  the  emerging  high-tech 
research  and  development  industry.  A 
visionary  group  ot  business,  govern- 
ment, and  academic  leaders  kept  the 
idea  afloat  when  skepticism  threatened 
to  sink  it. 

Today,  the  RTP  is  the  largest  uni- 
versity-affiliated research  park  in  the 
world.  Sixty-five  companies  employing 
34.000  people  make  their  homes  in 
RTP.  including  such  giants  as  IBM. 
Glaxo.  DuPont.  Harris  Microelec- 
tronics. Northern  Telecom,  and  SAS. 
"What  you  have  here  in  the  RTP  is  a 
scientific  culture  where  your  neighbors 
are  engaged  in  high-tech  research." 
says  Ramona  Jones,  spokesperson  for 
Glaxo.  Inc..  the  U.S.  subsidiary  of  the 
S7.2  billion  U.K.-based  pharmaceutical 
firm.  "That,  plus  the  cultural  advan- 
tages of  being  near  three  major  univer- 
sities, makes  it  very  easy  to  recruit 
trained  workers  to  North  Carolina." 

In  addition,  many  of  the  products 
conceived  in  the  R£cD  laboratories  are 
now  also  being  manufac- 
tured in  plants  all  over 
the  state. 

Glaxo  came  to  North 
Carolina  in  1983  with  40 
employees.  Today  the 
company  employs  6.300 
and  posted  S2.8  billion  in 
sales  in  FY  1992.  Glaxo 
employs  A~0  in  its 
manufacturing  firm  in 
Zebulon.  40  miles  from 
the  RTF. 

"Companies  engaged  in 
R&D  in  the  Park  are 
very  comfortable  brineing 


id 


manufacturing  to  the  state."  says 
RTP's  Vice-President  Gary  Shope.  It's 
like  dropping  a  stone  and  watching  the 
ripples  go  out." 

The  success  ot  the  RTP  has  spawned 
other  research  centers:  University 
Research  Park,  aligned  with  the 
University  of  North  Carolina  at  Char- 
lone  and  Centennial  Campus  at  North 
Carolina  State  University  in  Raleigh. 
In  addition,  nearly  500  research  pro- 
jects are  underway  at  the  Bowman 
Gray  School  of  Medicine  and  Baptist 
Hospital  in  Winston-Salem.  Some  of 
that  research  has  made  the  jump  to  the 
business  sector:  Carolina  Medical 
Electronics  in  King.  N.C.  is  develop- 
ing trans-cranial  doppler  ultrasound, 
which  listens  to  blood  rushing  through 
the  head's  arteries  to  find  blockades,  an 


important  step  in  diagnosing  tho 
risk  for  strokes.  The  Piedmont 
Research  Institute  created  in  19 
W  inston-Salem  will  help  speec 
technology-  transfer  by  attracting  s 
off  companies  interested  in  hookin 
with  Bowman  Gray's  research  effoi 
Research  and  technology  trail 
gets  added  support  from  the  s 
through  the  NC  Biotechnology  Ce 
and  MCNC  (Microelectronics  Ce 
ot  North  Carolina).  In  fact. 
Supercomputing  Center  wil 
MCNC  offers  the  fastest  comp 
links  in  the  Southeast  for  univers 
and  hospitals. 


THE  HIGHWAY  TC  THE  FUTURE 

North  Carolina  is  creating  the  wo 
fastest  wide-area,  multi-media  com 
nications  network,  the  North  Can 
Information  Highway.  The  sys 
uses  the  highly  advanced  A 
(Asynchronous  Transfer  Mode)  t 
nology  which  allows  a  single  op 
fiber  to  transmit  the  equivalen 
30.000  simultaneous  communicat 
—  including  computer  words 
graphics,  television-like  video, 
voice. 

"An  entire  encyclo 
can  be  transmitted 
time  it  takes  to 
'Encyclopedia  Bri 
nica.  "  says  Goveri 
James  B.  Hunt.  Jr 
highway  will  give  I 
dramatic  new  chanc 
educate  our  child: 
provide  medical  serv 
create  jobs,  stream 
our  criminal  justice 
tern,  and  increase  the 
ciency  of  our  govt 
ment." 


b  Reminders  Of  Why  They  Spend  Their  Lives 
InThe  Most  Difficult  Search  On  Earth. 


No  one  can  see  more  clearly  than  when  looking  into  the  eyes  of  a  child.  You  can  see 
there  the  importance  of  finding  cures  to  illnesses  that  shadow  the  life  that  lies  ahead.  At 
Glaxo,  we  make  medicines.  But  our  realjob  is  to  find  them.  1  And  our  search  continues. 
Relentlessly.  Unceasingly.  Throughout  the  Glaxo  network  of  scientists  committed  to 
finding  answers.  And  medicines.  And  keeping  the  light  in  the  eyes  of  our  children.  Jjj, 


Glaxo.  On    The   Brink    Of  D 


i  s  c  o  v  e  r 


©  Glaxo  Inc 


Glaxo 

Research  &  Medicines 
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The  system  puts  North  Carolina  at 
least  a  decade  ahead  of  other  states  and 
will  undoubtedly  attract  businesses 
looking  for  a  state-of-the-art  telecom- 
munications infrastructure.  BellSouth, 
GTE,  and  Carolina  Telephone  have 
joined  forces  with  the  state  to  have  the 
system  operational  beginning  in  1994. 

That  North  Carolina  is  the  first  state 
to  create  such  a  sophisticated  infor- 
mation system  surprises  no  one.  Says 
Dan  Carpenter  of  Fujitsu  Network 
Switching:  "The  Information  Highway 
was  prompted  by  all  that's  happening 
in  an  already  progressive  state.  Indus- 
tries, like  medical  technology,  were 
already  using  advanced  high-tech 
information  systems.  The  state  simply 
saw  an  opportunity  to  link  all  of  these 
services  together."  The  Raleigh-based 
Fujitsu  Network  Switching  created  the 
switch  that  enables  high-resolution 
voice,  image  data,  and  video  transmis- 
sions to  travel  along  the  Information 
Highway. 

WHERE  IDEAS 
ARE  BORN 

That  North  Carolina  still  nurtures  a 
visionary  spirit  can  be 
seen  in  the  number  ol 
entrepreneurs  who  have 
put  down  roots  in  the 
state. 

Thomas  Built  Buses  of 
High  Point  started  out 
building  street  cars  in 
the  early  part  of  the  cen- 
tury. Today  it  supplies 
buses  ro  school  systems 
around  the  country. 
T.W.  Garner  Foods  of 
Winston-Salem  turned  a 
family  recipe  for  hot 
sauce  into  Texas  Pete,  a 


best-seller  across  the  U.S.  Cases  were 
even  sent  to  the  Persian  Gulf  during 
Desert  Storm  to  liven  up  soldiers' 
meals. 

North  Carolina  native  Bob  Luddy 
began  his  Captive  Air  company  out  of 
his  garage  about  ten  years  ago.  Today, 
Captive  Air  is  the  largest  manufactur- 
er of  kitchen  ventilator  systems  in  the 
country  with  200  employees  and  sales 
of  $30  million  last  year.  "We  found 
that  the  community  college  and  uni- 
versity grads  here  were  very  skilled  in 
what  we  needed,"  says  Luddy.  Now 
Luddy  is  heading  up  the  state's  Entre- 
preneurial Governing  Board  to  insure 
that  other  up-and-coming  companies 
get  the  support  and  financing  they 
need  to  flourish.  "I  think  we're  begin- 
ning to  see  the  tremendous  growth 


in  North  Carolina. 
bottom  left:  A  textile  work- 
er uses  computer-assisted 
design  to  create  fabric 
patterns  at  Cone  Mills 
plant  in  Greensboro. 
above:  Strong  economic 
growth  has  spurred  the 
home  and  business  con- 
struction industry. 


potential  of  some  of  these  small  <»m 
panies,"  says  Luddy.  "We're  gein 
more  tuned  in  to  their  needs." 

FROM  CARS  TO  CINEMA: 
NORTH  CAROLINA'S 
EMERGING  INDUSTRIES 

In  the  Driver's  Seat. 
Over   the   past   decade,   a  cf 
revolution  has  occurred  in  the  natj 
automobile    industry.  Numel 
suppliers  to  the  auto  companies 
traded  in  the  Rust  Belt  for  thej 
Belt,  with  the  result  that  N| 
Carolina  now  has  50,000  pel 
employed  in  almost  300  compJ 
producing  automotive  equiprrj 
parts  and  supplies. 

Says  Rudy  Williams  of  SchlJ 
"North  Carolina  has  a  signifid 
long-range  commitment  to  trail 
our  workers,  which  will  be 
advantageous  to  us  over  the 
haul." 

Lights. ..Camera. ..Action! 
Remember  those  lush  mountain  s<| 
in  Last  of  the  Mohicans  or  the 
town  quaintness  of  Bull  Durhar 
Rambling  Rose  or  the  country  farr| 
The  Color  Purple?  Ts 
films  are  among  som<| 
motion  pictures 
television  or  the  | 
screen  that  have  l| 
shot  totally  or  partia 
North  Carolina  s 
1980. 

In  the  last  de 
North  Carolina 
become  the  third  i 
popular  location 
filmmaking  in 
country,  behind  onl 
well-established  cei 
of  California  and 


Our  new  governor  means  business. 


Jim  Hunt  means  business.  When  he 
took  office  as  Governor,  he  pledged  to 
drastically  increase  the  number  of  busi- 
nesses that  move  to  and  expand  in  North 
Carolina.  That  means  even  better  financial 
incentives  for  you- from  increased  Jobs 
Creation  Tax  Credits  to  aggressive  financ- 
ing programs.  Whatever  your  needs, 
Governor  Hunt  will  work  with  you  to 
create  a  custom  designed  package  guar- 
anteed to  make  North  Carolina  the  perfect 
climate  for  your  business. 

And  that's  just  the  beginning.  There  are 
additional  incentives,  grants,  work  force 
screening,  training  and  tax  advantages  that 

North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Dnnsion,  430  North  Salisbury  Street,  Raleigh,  North  Carolina  27611 

©  1993,  North  Carolina  Department  of  Commerce 


have  helped  make  North  Carolina  one  of 
the  nations  top  PRO-BUSINESS,  PRO- 
JOBS  locations,  with  a  thriving  economy 
that  consistently  outpaces  the  nation. 

To  learn  more  about  the  bottom  line 
advantages  of  locating  in  North  Carolina, 
contact  David  W.  Sheehan,  Client  Services, 
State  of  North  Carolina  at  (919)  733-4977, 
fax  (919)  733-9265.  And  get  ready  to  profit 
from  a  state- and  a  Governor- that  means 
business. 

North  Carolina 

The  Better  Business  Climate. 
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York.  The  film  industry  has  plowed 
nearly  $3  billion  into  the  state 
economy  and  employs  more  than  2,000 
workers. 

Beginning  this  fall,  students  will 
begin  classes  at  the  North  Carolina 
School  of  the  Arts'  School  of 
Filmmaking,  insuring  the  next 
generation  of  filmmakers  and 
producers  will  know  first-hand  about 
the  state's  many  assets. 

SPORTS  CAPITAL  OF  THE  SOUTH 

As  this  article  goes  to  press,  North 
Carolinians  were  waiting  with  bated 
breath  for  the  announcement  that 
Charlotte  would  become  the  home  for 
a  new  NFL  expansion  team.  If  the 
award  is  made  it  will  be  further  confir- 
mation of  North  Carolina's  growing 
stature  as  lucrative  sports  center. 

Consider  the  story  of  the  NBA 
Charlotte  Hornets.  After  the  team 
was  established  six  years  ago,  it 
took  all  of  six  weeks  to  sell  out  all 
games.  Today,  it's  still  standing 
room  only  when  the  Hornets  play 
and  the  team  is  second  only  to  the 
Chicago  Bulls  in  NBA  merchandise 
sales. 

"The  Hornet's  success 
has  caught  everyone's 
attention,"  says  Spencer 
Stolpen,  president  of  the 
franchise.  "That's  why 
the  NFL  is  so  interested. 
We've  been  successful 
because  of  North 
Carolina's  vibrant  econo- 
mj  and  cosmopolitan 
atmosphere." 

North  Carolina  is  con- 
sidered by  many  to  be  the 
golf  capital  of  the  world. 
The  state  boasts  an  array 


of  golf  courses,  including  the  famous 
Pinehurst  Resort  and  Country  Club, 
which  will  be  the  scene  of  the  Senior 
Open  in  1994,  the  U.S.  Women's 
Open  in  1995,  and  the  U.S.  Open  in 
1999. 

COMING  AND  GOING, 
AN  IDEAL  LOCATION 

North  Carolina's  location  on  the  cen- 
tral East  Coast  and  its  excellent  trans- 
portation network  make  the  state  ideal 
as  a  business  and  distribution  center. 
Within  700  miles  are  64  of  the 
nation's  largest  metropolitan  areas, 
61%  of  the  U.S.  industrial  base,  and 
20  of  the  27  states  with  at  least  $20 
billion  in  retail  sales. 

Business  travelers  enjoy  direct  flights 
to  European  and  Latin  American  desti- 


nations —  and  one-stop  flight* 
Japan  and  the  Far  East  —  throughh 
state's  two  major  international  airp<jfc 
In  response  to  burgeoning  busi* 
travel,  two  domestic  air  carriers  w 
established  major  hubs  in  Net 
Carolina  —  USAir  in  Charlotte  I 
American  Airlines  in  Raleigh-Durrp 
The  two  airports  are  among  the  fal 
growing  in  the  nation.  ThirtJ 
regional  airports  round  out  the  st» 
air  transport  network. 

"When  an  airline  has  a  large  opi 
tion  like  we  do  in  Charlotte,"  say  M 
Skofield,  chairman  of  USAir,  "ill 
major  attraction  for  corporatil 
because  of  the  ease  of  travel  in  I 
out."  USAir's  London  routes,  origil 
ly  added  to  accommodate  tourl 
played  a  big  role  in  luring  ml 
British  companies,  like  Gil 
Pharmaceutical  to  North  Caroll 
The  airline's  merger  with  Bril 
Airways  will  strengthen  those  alr« 
strong  links,  opening  up  the  statl 
3  39  destinations  in  77  countriefl 
January  1994.  "It's  a  win-win  situal 
for  USAir  and  for  North  Carolil 
says  Skofield. 

Overland  shippers  M 
nothing  but  raves  fori 
state's  78,000-mile  hi 
way  network,  the  larl 
state-maintained  sys 
in  the  nation.  The 
interstate  highways 
versing  the  state  pro' 
easy  access  to  North( 
Mid-Atlantic,  and  Soi 
east  and  Midwest  rr 
kets.  And  a  $9.1  bilifr 
capital  improvemt 
program  when  comp  [ 
will  bring  a  four-!  - 
highway  with  a  10-r 


__ 


AA 


North  Carolina  Is 
AGreatPlaceTo 
brge  A  Partnership. 


Just  AskOrviUe  And  Wilb 


h  Carolina  has  partnerships  that  start  businesses.  Partnerships  that  build  industries.  And  a  six-year-old  partnership  designed  to 
oving  in  North  Carolina.  When  the  state  of  North  Carolina  wanted  to  encourage  new  business  development,  they  teamed  up  with 
"lines  to  create  a  new  hub  airport  in  Raleigh/Durham.  Today,  American  and  American  Eagle®  take  care  of  business  with  215  daily  flights 
i/Durham  to  61  destinations.  In  fact,  the  hub  itself  has  become  a  testament  to  new  business  development,  creating  over  5,000  jobs 

;  $500  million  into  the  local  economy  every  year.  With  convenient  schedules    «   ■  A  ■  ■■ 

/Durham,  American  Airlines  can  help  you  forge  your  new  partnerships.  For  all  /\  /\ 


ill  your  Travel  Agent  or  American  Airlines  at  1-800-433-7300.  And  we  hope  the 
ir  partnership  will  get  other  businesses  moving.  Into  North  Carolina. 


So? }  jethii  ig  special  h  i  the  air. 


■  igle  is  a  registered  trademark  of  American  Airlines,  Inc.,  and  is  American's  regional  airline  associate.  Orville  &  Wilbur  Wight.  Licensed  by  the  Roger  Richman  Agency,  Inc.,  Beverly  Hills,  CA. 
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NEW  &  TRADITIONAL  INDUSTRIES 
SHARE  BETTER  BUSINESS  ENVIRONMENT 
IN  NORTH  CAROLINA'S  PIEDMONT  TRIAD 


In  a  region  once  dominated  by 
traditional  industries,  Piedmont 
Triad  North  Carolina  is  emerging 
as  the  state's  new  center  of  business. 

In  1992,  North  Carolina's  Piedmont 
Triad  ranked  second  in  the  nation  in 
manufacturing  facility  relocations  and 
fifth  in  the  U.S.  for  all  facility  relocations. 
More  impressively,  for  the  last  three  years 
the  region  has  been  among  the  top  ten 
regions  nationally  in  announced  reloca- 
tions and  expansions. 

How  has  this  11 -county  region 
become  North  Carolina's  newest  center 
for  business?  Why  is  such  a  diversity 
of  firms  including  Schlegel,  Timken, 
PepsiCo,  Levolor,  and  NationsBank 
selecting  the  Piedmont  Triad  for  major 
new  facilities?  And,  why  is  manufactur- 
ing continuing  to  be  a  significant  force 
in  the  Piedmont  Triad's  economy  when 
so  many  regions  across  the  nation  have 
put  this  vital  segment  of  business 
on  the  critical  list? 

Understanding  the  answers  to 
these  questions  may  be  as  simple 
as  understanding  why  the  region's 
traditional  industties  such  as,  tex- 
tiles, continue  to  be  a  major 
component  in  the  Piedmont 
Triad's  economy. 

QUALITY  OF  WORK 

"We  made  a  wise  decision  to 
locate  here  102  years  ago,"  says 
Pat  Danahy,  president  and  CEO 
of  Cone  Mills,  the  world's  largest 


producer  of  denim  and  largest  domestic 
printer  of  home  furnishings  fabrics. 
"Over  the  years,  our  employees'  quality 
of  work  and  productivity  have  enabled  us 
to  compete  effectively  in  world  markets." 

"There's  really  no  better  place  for  us 
to  be,"  agrees  George  Henderson,  pres- 
ident and  COO  of  Burlington  Industries, 
producer  of  fabrics  for  apparel,  uphol- 
stery and  home  furnishings.  "This 
region's  favorable  business  climate  and 
strong  work  ethic  drew  our  founder  here 
in  1923,  and  those  same  attributes  exist 
today  We  can  attract  quality  employees 
here,  and  we  draw  expertise  from  a 
higher  education  system  that  considers 
itself  a  partner  with  business." 

WEALTH  OF  TALENT 

In  the  Piedmont  Triad  alone  there  are 
1 1  four-year  colleges  and  universities  and 
seven  technical  community  colleges. 

That's  important  to  Robert  Stec,  CEO 
of  M.E  Girbaud,  a  division  of  VF  Cor- 
poration which  makes  men's  and  women's 


Piedmont  Triad 
North  Carolina 


apparel.  "There's  a  huge  wealth  of 
at  both  graduate  and  undergraduat 
els,"  he  says. 

"Within  a  two  hour  driving  dis 
we  have  colleges  and  universities 
offer  programs  from  clothing  and  till 
design  and  engineering  to  technical  tin 
ing  and  business  management.  Notft 
do  we  find  qualified,  trained  peoplfo 
our  company,  but  the  opportunitidfo 
continuing  education  are  a  great  lutfo 
potential  employees,"  adds  Stec. 

EDUCATION  &  WORKER  TRAININi 

In  an  industry  which  has  shiftm 
high-tech  manufacturing  at  all  le$< 
continuing  education  and  worker  tiin 
ing  are  also  important  issues  foitt 
Kretzer,  CEO  of  UNIFI,  a  producB 
polyester,  nylon  and  spun  yarns. 

"Our  industry  today  is  highly  itp 
mated,"  says  Kretzer.  "In  our  neft 
plants,  our  entire  process  is  comttc 
controlled  and  monitored  from  qm 
entry  to  final  shipment.  We  neA 
know  we  can  depend  on  traHj 
and  retraining  programs  to3t 
us  competitive." 

But  while  the  textile  inditr 
emphasizes  the  Piedmont  Tid 
work  ethic,  cooperative  educm 
and  training  programs  as  irrai 
tant  factors  for  business,  mosB 
cite  the  region's  proximity  to* 
ulation  centers  and  customesi 
a  key  factor. 

More  than  5.5  million  ptpi 
live  within  a  two-hour  dri'j I 
the  Piedmont  Triad,  makinp 
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state's  largest  market  area. 
The  Piedmont  Triad  is  home  to  a 
le  diversity  of  businesses,  from  tradi- 
nal  industries  such  as  furniture  and 
iculture  to  new  industry  segments 
uding  fiber  optics,  telecommunica- 
is,  medical  electronics,  health  care  and 
ncial  services. 

N  INDUSTRY  WELCOME 

a  an  industry  as  competitive  as  tex- 
;,  you  would  expect  those  companies 
ady  located  here  would  want  to  keep 
Piedmont  Triad  a  secret  from  other 
lstries  which  might  compete  for  the 

;  on's  labor  and  resources, 
[owever,  Chuck  Hayes,  CEO  of 

:  lford  Mills,  maker  of  knitted  fabrics 

■  he  apparel,  furniture,  home  furnish- 
;  and  automotive  industries,  has  a 

>risingly  friendly  point  of  view. 
I[  Nt  in  the  textile  industry  welcome 
j  industry  to  our  area.  It  improves  the 
I  ity  of  life  and  builds  the  tax  base," 
1  Hayes.  "The  Piedmont  Triad  is  a 

■  t  place  to  live  and  work.  The  syner- 
:  i  that  exists  among  business, 
I  xnment  and  the  community  is  one 
:  is  region's  greatest  assets." 


PIEDMONT  TRIAD 
tANKED  11TH  IN  U.S. 
tS  ENTREPRENEURIAL 
'HOT  SPOT' 

A.  recent  study  published  by 
)gnetics,  Inc.,  an  economic  con- 
ting  firm,  ranked  the  Piedmont 
iad  11th  among  the  50  largest 
.tro  areas  for  entrepreneurial  start- 
s  and  job  creation.  The  study 
lcluded  entrepreneurs  are  looking 
outstanding  universities,  interstate 
;hways,  airport  hubs,  an  advanced 
^communications  infrastructure 
1  a  high  quality  of  life. 


IF  THE  WATERS  ARE  LIKE  THIS 
WHERE  YOU  DO  BUSINESS 
MAYBE  IT  S  TIME  YOU  MOVfo 
TO  FRIENDLIER  WATERS 


Feel  like  you're  constantly 
swimming  upstream  against 
increasing  business  costs,  labor 
difficulties  and  cut-throat 
competition?  Then 
it's  time  you  moved 
your  business  to  the 
friendlier  waters  of  Piedmont 
Triad  North  Carolina. 

Here  companies  of  all  sizes 
thrive  in  an  environment  that's 
good  for  business.  Our  1 1  county 
region  is  anchored  by  the  cities  of 
Greensboro,  Winston-Salem  & 
High  Point  and  has  a  population 


of  more  than  1.2  million  people. 
And,  the  Piedmont  Triad  is 
consistently  among  the  leading 
regions  in  attracting 
business  relocations 
and  expansions.  Test 
the  business  friendly 
waters  here  in  the  Piedmont 
Triad.  Call  for  a  free  area  profile. 

So  What  Are  You  Waiting  For! 
Call  1-800-328-2025 


PIEDMONT 
TRIAD 


North  Carolina 


WHERE  BUSINESS  BELONGS 


WE  GAVE  A 
LITTLE  MUSCLE  TO  THESE 
AMINO  ACIDS. 

When  Ajinomoto  U.S.A.,  Inc.,  producerof  amino  acids 
for  life-saving  pharmaceuticals,  needed  to  avoid  production 
line  interruptions,  we  gave  them  the  muscle  with  our  Carolina 
Power&  Light  Energy  EngineeringTeam. 

With  the  team's  experience  and  expertise,  we  recom- 
mended a  modification  to  their  production  line  motor 
circuits. The  solution  eliminated  shutdowns  and  costly  loss 
of  product  for  Ajinomoto's  Raleigh  plant. 

Best  of  all,  it  was  an  inexpensive,  easy  to  install  and 
reliable  solution.  But  that's  really  no  surprise. 

Our  Energy  EngineeringTeam's  experience  in  power 
quality  solutions  and  energy  efficiency  spans  industries  from 
pharmaceuticals  and  plastics  to  fiberoptics.  Which  means 
we  can  handcraft  the  solution  to  almost  any  company's 
energy  needs  -  even  when  that  doesn't  include  electricity. 

If  you're  interested  in  learning  more  about  our  Energy 
Engineering  services  or  Facility  Location  Assistance  Program, 
just  contact  our  economic  development  expert  listed  below. 

Because  if  you  need  a  little  muscle,  we're  (PfitL 
the  next  best  thing  to  an  amino  acid. 

Contact  Dale  8.  Carroll.  Economic  Development  Supervisor.  Carolina  Power  &  Light. 
PO.  Box  1551—  OHS  I2A3.  Raleigh.  NC 27602.  Tel:  l-800-NC-CPL-NC  Fax:  (919)  546-4699. 
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us  of  96%  of  the  state's  population 
i  boon  to  businesses  and  con- 
ers. 

nder  development  in  eastern 
-th  Carolina  is  the  Global 
isPark,  a  premier  industrial  corn- 
that  includes  thousands  of  acres  of 
istrial  property  and  an  internation- 
rport.  The  facility  will  integrate 
-In-Time  manufacturing  systems 
i  air  freight  and  other  transport 
les  and  will  be  supported  by 
ind-the-world  and  around-the- 
{  communications. 

M  NORTH  CAROLINA 
,NS  BY  PRO-BUSINESS 

le  North  Carolina  is  very  aggres- 
in  recruiting  business  to  the 
,  it  is  not  willing  to  make  unrea- 
ble  concessions  in  a  bidding  war. 
er  Governor  Hunt's  leadership, 
state  is  attempting  to  create  a 
win  situation  which  pleases  busi- 
es and  brings  returns  to  the  state, 
example,  recent  tax  incentives 
sd  by  the  legislature  give  busi- 
:s  breaks  for  jobs  created  in  the 
e  underdeveloped  areas  of  the 


ie  state  is  also  putting 
ace  one-stop  licens- 
er new  businesses, 
s  is  a  primary  con- 

for  entrepreneurs 
ng  to  go  into  busi- 
"  says  Secretary  of 

Rufus  L.  Edmisten, 
mse  it  cuts  through 
ed-tape  involved  in 

ng  a  new  venture 
iting." 

ie  major  utility 
>anies,  Duke  Power 
Carolina  Power  & 


Light,  consider  themselves  to  be  as 
much  a  part  of  the  economic  devel- 
opment team  as  those  paid  by  the 
state.  CP&L,  which  serves  about  half 
of  the  state's  100  counties,  fields 
Energy  Engineering  Teams  to  help 
incoming  and  expanding  businesses 
create  the  most  energy-efficient  plant 
operations.  The  recommendations 
made  by  CP&L  electrical  and 
mechanical  engineers  every  year  rep- 
resent $19  million  in  savings  for 
businesses  who  have  used  the  free 
service. 

Business  people  are  also  impressed 
with  the  good  example  the  state  of 
North  Carolina  sets  in  keeping  its 
financial  house  in  order.  It  is  one  of 
four  states  to  earn  an  AAA  Bond  rat- 
ing for  fiscal  responsibility.  By  law, 


LEFT:  The  majestic  Blue 
Ridge  mountains  form  the 
backdrop  to  one  of  the 
world's  most  spectacular 
residences,  the  Biltmore 
Estate  near  Asheville. 
bottom:  Artist's  rendering 
of  North  Carolina's  Global 
TransPark,  a  20,000-acre 
industrial-transportation 
complex  geared  for  the 
fast-paced  global  economy, 


the  state  budget  can  carry  no  deficits. 
And  the  state's  right-to-work  laws 
have  helped  create  a  good  overall 
relationship  between  management 
and  labor. 

MAKING  GOOD  WORKERS 
EVEN  BETTER 

North  Carolina  has  always  been  known 
for  its  superior  labor  force.  Employers 
can  draw  from  the  largest  manufactur- 
ing workforce  in  the  country;  some 
500,000  workers  are  available  for 
recruitment  at  any  given  time. 

"  There's  an  excellent  work  ethic 
here,"  says  Jim  Konneker,  plant  man- 
ager   of   Kelly-Springfield  Tire 
Company  in  Fayetteville,  a  subsidiary 
of  (ioodyear.  "I've  worked  in  a  lot  of 
factories  in  North  America.  North 
Carolina  workers  are  as  good  as  any 
I've  worked  with."  » 
North  Carolina's  community  col-  ^ 
lege  system  is  widely  regarded  as  the  j! 
nation's  most  comprehensive  and  | 
advanced  system  of  vocational  and  ^ 
technical  education.  Some  99%  of  the  | 
state's  population  lives  with  30  min-  q 
utes  of  at  least  one  of  the  state's  58  £ 
community  colleges. 

The  system  offers  free,  s 
customized  skills  training 
to  new  and  expanding 
industries  through  its 
Industrial       Training  j 
Program.  Over  1,800  new 
or  expanding  businesses 
over  the  past  20  years 
have  utilized  the  pro-  - 
gram. 

One  community  col-  ' 
lege  went  all  the  way  to 
Italy  to  help  train  work- 
ers at  Amital  Spinning  I 
Corp.,  a  producer  of 


For  Mobile  Communications, 
The  World  Dials: 


in  RTP 


■  ;•>  ■ 


■'  / 


When  two  of  the  most  successful  high  technology  companies  in  the 

world  pooled  their  talents  to  develop  advanced  mobile 
communications  equipment,  they  chose  Research  Triangle  Park  as 
the  company's  worldwide  headquarters. 


Ericsson  GE  Mobile  Communications  is  a  leader  in  one jpf  the  most^\ 
rapidly  expanding  of  all  global  markets— digital  cellular.  The  joint 
venture  combines  the  telecommunications  experience  of 
Swedish  technology  giant,  L.M.  Ericsson,  * 
and  the  manufacturing  expertise  of  the 
*      General  Electric  Company. 

In  RTP,  the  company  researches  and  designs  innovative  cellular 
telephones,  digital  land  mobile  radios  and  microcell  base  stations. 

Beginning  in  the  fall  of  1993,  Ericsson  GE  will  establish  a 
Personal  Communication  Systems  division 
which  will  also  be  located  in  Research  Triangle  Park. 


In  the  years  to  come,  Ericsson  GE  will  continue  to  invest  heavily  in 
research  and  development  at  its  RTP  headquarters  as  new  cellular 
and  wireless  technologies  spread  to  the  far  corners  of  the  globe. 


Ericsson  GE 
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•ylic  yarn,  in  eastern  North 
rolina.  Craven  Community  College 
t  an  experienced  cameraman  over- 
s  to  film  Italian  workers  operating 
Dphisticated  piece  of  machinery  so 
North  Carolina  workers  could 
w  the  whole  process  on  video, 
hat's  as  good  an  example  of  the 
I  helping  a  business  as  I  can  think 
"  says  Amital  President  Milton 
Id. 

"he  Governor  and  the  State 
;islature  have  developed  an  ambi- 
is  long-term  education  and  train- 
program  designed  to  produce 
ily  trained  workers  well  into  the 
:  century. 

he  plan  not  only  reaches  workers 
very  corner  of  the  state  through  a 
interactive  multi-media  training 
;m,  but  also  every  pre-school  child 
ugh  what's  called  the  Smart  Start 
ative.  And  the  plan  comes  with  a 
ley-back  guarantee.  If  a  high 
iol  graduate  cannot  perform  the 
in  employer  requires,  the  State  will 
inue  his  education  until  he  or  she 
io  the  work. 


tTH  CAROLINA 
3MES  A 
tNCIAL 
/ERHOUSE 

riess  people  will  not 
find  willing  and  able 
:ers  in  North  Caro- 
mt,  due  to  the  state's 
lg  financial  services 
stry,  a  ready  supply 
oital  as  well. 
:ading  the  charge  is 
irlotte-based 
onsBank,  ranked 
h  nationally  in  total 
and  fast  closing  on 


New  York's  Chemical  Bank  for  the 
number  three  spot.  Led  by  CEO  Hugh 
McColl,  the  bank  has  seen  explosive 
growth  in  the  last  decade  —  reaching 
over  $120  billion  in  assets  in  the  first 
quarter  of  1993.  First  Union,  also 
headquartered  in  Charlotte,  ranks 
eighth  in  total  assets.  Wachovia,  based 
in  nearby  Winston-Salem,  grew  from 
$1.8  billion  in  assets  in  1969  to  $37  bil- 
lion today. 

"The  fact  that  we  have  this  financial 
power  in  North  Carolina  helps  our 
businesses,"  says  Sam  R.  Sloan,  senior 
vice-president  of  NationsBank.  "We 
can  finance  all  sized  companies." 

In  addition  to  financial  strength, 
North  Carolina  banks  are  consistently 
ranked  among  the  best-performing  in 
the  nation.  "You  don't  have  to  worry 


about  your  bank  being  on  the  'watch' 
list,"  says  L.M.  Baker,  Jr.,  president 
and  CEO  of  Wachovia  Corporation.  "It 
gives  investors  confidence." 

THE  DECIDING  FACTOR: 
QUALITY  OF  LIFE 

John  Hickman  moved  his  roofing 
manufacturing  company  from  the 
upper  Midwest  to  Asheville,  N.C.  in 
1975.  "We  started  out  looking  at  the 
usual  business  factors,  but  I  realized 
the  most  important  question  was  'Is 
this  a  community  where  I  want  to 
live?'  I  think  quality  of  life  is  a  bigger 
priority  than  most  executives  want  to 
admit." 

For  Hickman,  quality  of  life  boiled 
down  to  an  ideal  physical  climate  and 
what  he  calls  a  simpler  pace  of  life. 
"By  simpler  I  don't  mean  slower," 
says  Hickman.  "There  just  seems  to 
be  less  competition  for  material 
things.  There's  a  clearer  sense  of  val- 
ues here." 

Geographically,  North  Carolina  is 
unusually  blessed.  The  combination  of 
a  mild,  four-season  climate  and  varied 
terrain  afford  residents  a  true  variety 
vacationland,  which 
includes  300  miles  of 
beaches  and  the  highest 
mountains  east  of  the 
Mississippi  River. 

And  to  top  it  off,  the 
state  has  one  of  the  lowest 
costs  of  living  in  the 
country,  insuring  that  its 
citizens  will  have  oppor- 
tunities to  enjoy  the 
exemplary  life  North 
Carolina  has  to  offer. 


Written  by  Kelsey  Menehan. 
Design  by  Parham  Santana  Inc. 
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Has  your  company  unleashed 
the  spirit  of  enterprise? 
Or  is  it  too  bureaucratic? 
Here  s  how  to  tell. 


BY   MARK  MAREMONT 

It's  the  fourth  quarter.  Budget  time  again.  This  year  has 
been  tough.  Our  group  isn't  even  close  to  making  budget. 
Corporate  ordered  a  10%  across-the-board  cut  in  expens- 
es last  month.  No  way  V  11  get  much  of  a  bonus.  But  Beths 
group  low-balled  their  budget  this  year,  and  they  're  max- 
ing  out  on  their  bonuses.  I  hear  they  "re  pushing  some  sales  into  the  first  quarter 
No  sense  in  doing  too  well — it  just  makes  things  harder  next  year  Maybe  we 
should  try  the  low-ball  routine. 

Uh  oh,  time  for  the  weekly  meeting.  There's  Bill,  king  of  the  yes-men,  sitting 
right  next  to  the  boss.  You  can  tell  he's  moving  up  fast.  His  new  office  has  six  win- 
dows, and  they  pur  in  the  oriental  rug  last  week.  And  poor  Jerry  is  hiding  in 
the  con//r.  Everybody  has  been  avoiding  him  since  that  crazy  idea  of  his  cratered.  We 
all  knew  it  was  a  disaster  six  months  before  they  pulled  the  plug.  Hell  be  history 
soon.  Just  goes  to  show  you've  gotta  keep  your  head  down.  New  ideas  are  fine,  but 
you'd  better  be  damn  sure  they're  going  to  work. 

hoa!  Does  this  resemble  the  internal  workings  of  your  company?  Even 
ly?  If  so,  you — or  at  least  your  company — haven't  gotten  today's  entre- 
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preneurial  message.  Far  from  it:  Your  company  likely  exhib- 
its some  alarming  bureaucratic  tendencies.  Bureaucracies 
foster  top-down  decision-making.  They  shun  risk-takers 
and  rew  ard  masters  of  gamesmanship.  They  miss  oppor- 
tunities. And  no  matter  how  big  or  successful  they  eventu- 
ally falter.  Just  look  at  the  sad  sagas  of  IBM,  General  Motors, 
Sears,  and  Westinghouse.  "Bureaucracy  is  an  illness,  and 
it's  widespread."  says  Joel  M.  Stern,  managing  partner  of 
Stern  Stewart  &  Co.,  a  New  York  advisory  firm  that  spe- 
cializes in  corporate  overhauls.  "Fortunately,  it's  curable." 

But  how?  Struggling  to  find  an  answer,  many  big  compa- 
nies have  tried  to  reinvent  themselves.  They've  chopped 
management  layers. 
They've  decentralized. 
They've  spun  off  divi- 
sions. They've  embraced 
the  latest  management 
nostrums,  from  just-in- 
time  to  total  quality  man- 
agement. All  these  partial 
remedies,  though  useful, 
are  aimed  at  a  larger  goal: 
Helping  lumbering  giants 
think  and  act  like  their 
smaller,  more-nimble 
brethren.  In  other  words, 
unleashing  the  spirit  of 
enterprise. 

So  where  does  your 
company  fit  in?  Has  it 
created  a  truly  entrepre- 
neurial environment?  Or 
is  it  still  a  bureaucratic  ri- 
val to  the  U.  S.  Post  Of- 
fice? To  help  you  judge, 
what  follows  are  descrip- 
tions of  five  attributes 
commonly  found  in  suc- 
cessful entrepreneurial 
companies.  See  how  your 
company  compares  on 
each.  We  also  urge  you  to 

take  the  quiz  on  page  257.  The  results  might  surprise  you. 
opportunity-seeking.  By  definition,  successful  en- 
trepreneurs find  and  exploit  markets  that  others  have 
missed  or  that  new  technologies  have  created. 

Cultures  at  many  companies,  big  and  small,  unconscious- 
ly quash  this  spirit.  They  adopt  a  set  of  fundamental  as- 
sumptions and  traditional  practices  that  leave  big  blind 
spots.  Some  believe  they  are  so  big  that  pursuing  small  or 
ill-defined  markets  is  fruitless.  That's  one  reason  why  so 
few  big  companies  spotted  the  opportunity  in  cellular 
telephony  back  in  the  early  1980s. 

Another  problem  that  bedevils  many  companies  is  a  ail- 


In  truly  entrepreneurial 
companies,  idea  champions  are 
encouraged,  not  scapegoated 


ture  that  implicitly  or  explicitly  punishes  failure,  ratht 
than  encourages  calculated  risk-taking.  In  these  comp 
nies,  if  a  good  idea  doesn't  work  out,  the  manager  wh 
dreamed  it  up  gets  ostracized  or  fired.  "You  can  have  a 
the  nice  speeches  you  want  about  risk-taking,"  says  St< 
phen  A.  Allen  III,  a  professor  at  Babson  College,  a  ma 
agement  school  in  YVellesley.  Mass..  w  ith  an  entrepreneur 
al  focus.  "But  if  you  start  shooting  the  champion 
everybody  gets  the  message  that  it  isn't  worthwhile." 

In  truly  entrepreneurial  companies,  by  contrast,  ide 
champions  are  encouraged,  not  scapegoated — unless  the 
flop  too  often.  Some  big  companies  have  learned  the  lessoi 

Motorola  Inc.  has  remac 
itself  in  less  than 
decade  from  a  besiege 
laggard  to  a  world  leade 
Its  culture  prizes  innov 
tion.  "It's  the  job  of  evei 
[Motorola]  manager  I 
obsolete  their  own  pro< 
uct  before  somebody  eh 
does,"  says  Cyrus 
Freidheim  Jr.,  vice-chai 
man  of  Booz  Allen  t 
Hamilton  Inc.  and  a  lon£ 
time  Motorola  watcher. 

OWNER  MENTALITY 

Entrepreneurs  are  own 
ers.  They  reap  the  re 
w  ards  if  they're  success 
ful  and  suffer  th 
consequences  if  not  The 
provides  a  unique  mod 
vation,  both  economi 
and  psychological. 

It's  impossible  to  pre: 
cisely  duplicate  tha' 
mind-set  in  a  large  corpc 
ration,  despite  efforts  a' 
"intrapreneurship," 
^^^^^^  practice  that  encourage 

small-scale  startups  with 
in  a  larger  corporation.  "The  problem  w  ith  intrapreneui 
ship  is  that  if  it  doesn't  w  ork  out,  the  company  is  still  there, 
says  management  gum  David  A.  Nadler  of  Delta  Consul) 
ing  Group  Inc.  in  New  York,  an  adviser  to  American  Tele 
phone  &  Telegraph  Co.,  Coming  Inc.,  and  others.  "It's  nc 
the  same  motivation  as  w  hen  the  creditors  are  at  the  doo* 
or  the  motivation  that  you  can  radically  change  your  life  i 
you  really  succeed." 

Even  so.  many  companies  have  compensation  structure 
that  actively  discourage  entrepreneurial  thinking.  The' 
base  pay  scales  on  such  factors  as  the  size  of  a  manager 
staff.  Not  surprisingly,  managers  try  to  maximize  the  peopl' 
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As  far  as  you're  concerned,  CompuServe 
makes  you  lean.  As  far  as  your 
competition's  concerned,  it  makes  you  mean. 


There's  one  thing  you  learned  when  you  started  working 
with  CompuServe.  You  don't  have  to  be  big  for  the  com- 
petition to  be  nervous. 

That's  the  power  CompuServe  puts  in  your  hands 
when  it  links  vou  to  information  and  resources  typically 
available  onlv  to  big  companies. 

Stay  in  touch  with  your  market,  and  the  world, 
with  E-mail,  fax,  and  international  telecommunications 
(for  the  price  of  a  local  phone  call ).  Professional  forums 
let  you  talk  with  the  experts  who  have  the  answers. 
Control  your  own  flight  and  hotel  bookings.  Get  the  new  s 
you  need,  straight  off  the  wire.  Reference  libraries,  all 
filled  with  archived  articles  from  thousands  of  magazines, 


newspapers,  and  newsletters,  mean  more  information 
on  markets,  clients,  and  competitors,  in  less  time.  And 
keep  all  your  parts  and  programs  running  smoothly  with 
CompuServe's  hardware  and  software  support. 

Getting  started  is  easy.  A  one-time  membership 
lee  and  $8.95  a  month  let  vou  use  our  basic  services  as 
otten  as  you  like.  Plus,  you  get  the  first  month  free. 
Then  keep  going  w  ith  hundreds  of  other  serv  ices  av  ailable 
at  nominal  additional  charges,  lor  more  information  or  to 
order,  see  your  computer  dealer  or  t  all  1  800  848-8199. 
(  hitside  the  U.S.  and  Canada,  call  1  614  457-0802. 

^0.  CompuServe 

The  information  service  you  won't  outgrow.™ 
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and  assets  under  their  control — the  antithesis  of  what's 
good  for  the  company.  Bonuses,  when  given,  are  often  too 
small  or  too  poorly  designed  to  counteract  this  effect. 

Many  consultants  recommend  an  overhaul  of  compen- 
sation systems  to  help  managers  think  more  like  owners. 
The  first  step  is  to  divide  a  company  into  discrete  units, 
each  with  its  own  bottom  line.  By  mimicking  a  small-com- 
pany setup,  the  scheme  allows  managers  to  control  a  com- 
plete process  from  start  to  end  and  gives  employees  a  cohe- 
sive unit  to  identify  with.  Many  big  corporations,  such  as 
General  Electric  Co..  have  carved  themselves  up  in  this 
fashion  in  recent  years. 

The  challenge  is  to  knit 
these  stand-alone  units 
together  into  a  cohesive 
whole,  able  to  share 
knowledge  and  skills. 
"You  need  to  create  a 
sense  of  enterprise  but 
not  lose  the  benefits  of 
scale  and  leverage,"  says 
Nadler.  Finding  the  right 
balance  is  precisely  the 
conundrum  facing  new 
IBM  CEO  Louis  V  Gerst- 
ner  Jr.  His  predecessor 
wanted  to  split  Big  Blue 
into  smaller  units,  even 
spinning  some  off.  But 
Gerstner  worries  that  too 
much  decentralization 
might  dilute  IBM's  key 
advantages:  size,  global 
scope,  and  technological 
might. 

Once  managers  have 
control  of  their  units,  pay 
should  rise  and  fall  with 
that  unit's  performance. 
Many  consultants  recom- 
mend that  variable  pay  ^^^^^^ 
should  average  50%  of  to- 
tal compensation  for  the  top  several  layers.  \\  hat's  more, 
companies  should  scrap  the  common  practice  of  capping 
bonuses.  It  just  induces  managers  who  are  doing  well  to 
shift  performance  into  th  ■  next  year.  And  don't  move  the 
goalposts  in  midyear  when  an  executive's  bonus  is  look- 
ing too  large.  That  discourages  outstanding  performance. 

Just  as  important,  bonuses  need  to  be  detemiined  as  ob- 
jectively as  possible.  "Typically,  a  subordinate  negotiates 
with  a  supervisor  on  a  budget.'"  says  Stern.  "If  he  beats 
the  budget,  he  gets  a  bonus.  There's  a  tremendous  incen- 
tive to  engage  in  low -balling."  His  firm  has  been  pushing  an 
ob  .  five  measurement  method  called  Economic  Value 


How  to  make  managers  think- 
like  owners?  One  step  is  to  break 
up  a  company  into  small  units 


Added  (EVA),  which  calculates  what  Stern  calls  "true  eo 
nomic  profit."  or  earnings  after  subtracting  the  cost  of  cad 
ital.  It  has  been  adopted  by  numerous  companies,  incluq 
ing  AT&T.  Quaker  Oats.  Scott  Paper,  and  Cummirj 
Engine. 

Companies  that  make  full  use  of  incentive-based  pa 
should  be  prepared  to  slay  a  few  sacred  cows:  First.  tH 
idea  that  similarly  ranked  execs  should  cam  about  the  sarri 
pay.  And  second,  that  line  managers  shouldn't  ever  ou 
earn  top  corporate  executives.  At  Tyco  Laboratories  Ind 
a  New  Hampshire-based  conglomerate,  line  managers  ear 
a  smallish  base  salary  plus  a  sliding  percentage  of  the 

unit's  profits.  A  half-do; 
en  iine  executives  eac 
took  home  more  than  S 
million  last  year.  "Our  ir 
centive  system  is  dt 
signed  to  allow  people  t 
respond  like  entreprer 
eurs.  while  having  th 
backing  of  a  big  compi 
ny."  says  Tyco  Chairma 
L.  Dennis  Kozlowski 

FLEXIBILITY.  Effectiv 

entrepreneurial  compa 
nies  seize  opportunitie 
quickly  and  are  equall 
quick  to  abandon  losin 
initiatives.  They  encoui 
age  managers  to  thin 
and  act  on  their  own. 

Many  companies  hav 
become  too  hierarchica 
At  IBM.  for  example 
Gerstner   found  tha 
some  dealings  required 
18  signatures.  And  al 
many  companies,  raft 
of  MBAs  in  corporate 
planning  review  decil 
^^^^^^  sions  made  by  line  man.' 

agers.  No  w  onder  it  can 
take  months  to  get  anything  done. 

The  first  step  is  to  scrap  the  hierarchy.  Many  companie 
have  cut  white -collar  work  forces  and  slashed  managemen 
layers.  But  just  cutting  layers  without  changing  behaviol 
patterns  could  prove  counterproductive,  by  overburdening 
remaining  managers.  Instead,  consultants  say.  decision* 
making  should  be  pushed  downward,  and  corporate  overt- 
sight  kept  to  a  minimum. 

Good  entrepreneurial  companies  have  no  corporate  plan 
ners  at  all.  That  function  is  performed  by  line  managers* 
In  those  companies,  a  sudden  downdraft  won't  result  in 
orders  from  on  high  to  freeze  hiring  or  slash  expenses.  Inj! 
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TEMPLETON  FOREIGN  FUND 


of  ALL  INTERNATIONAL 
FUNDS  for  10  years. 


Templeton  Foreign  Fund  was  ranked  the 
best-performing  of  12  international  funds  for 
the  10-year  period  ended  6/30/93 

The  fund  seeks  capital  growth  by  investing 
in  securities  issued  by  companies  and 
governments  outside  of  the  United  States. 


$55,784 

Total  value  of 
investment  6/30/93 


Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($11,159). 


|  |  Value  of  shares  initially  acquired 
($28,346)  plus  shares  accepted  as 
capital  gains  distributions 
($16,279). 


$10,000 

Cost  of  investment 
10/5/82 


$50,000 


$40,000 


$30,000 


$20,000 


$10,000 


6/93 


12/84 


12/83 


12/82 


n 


Call  your  investment  advisor  or 
Templeton  today. 

1-800-342-FUND  Ext.  9263 


The  1-,  5-  and  10-year  average  annual  total  returns  were  ~  2.0*  11.6* 

ind  15.9*.  respectively.  Returns  for  the  period  ended  6/30/93  include  the 
naximum  5.75%  sales  charge  and  assume  reinvestment  of  dividends  and  capital 
;ains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that 
our  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost, 
'ast  performance  cannot  guarantee  future  results.  Prior  to  July  1,  1992,  fund  shares 
vere  offered  at  a  higher  sales  charge.  Thus,  actual  total  return  would  have  been 
omewhat  less  than  noted  above.  *Lipper  Analytical  Services,  Inc.  ranked  the  fund 
76  out  of  96  funds  for  the  1-year  period  ended  6/30/93.  Lipper  rankings  do  not 
lclude  sales  charges  and  may  have  been  different  if  such  charges  had  been 
onsidered.  There  are  special  risk  considerations  associated  with  foreign  investing. 


Franklm/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing 
more  complete  information  on  the  Templeton 
Foreign  Fund,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money 

□  I  am  currently  a  Templeton  shareholder. 

Name  


BWK93 
9261 


Address . 


City/State/Zip  _ 
Daytime  Phone 


Templeton 

JL  WORLDWIDE 

Member  $99  Billion  Franklin/Templeton  Group 


SUMMING 


II 


stead,  managers  arc  given  broad  goals  and  granted  discretion 
to  carry  them  out. 

Another  important  hallmark  of  flexibility  is  the  willingness 
to  change  direction  or  even  abandon  initiatives.  In  bureau- 
cratic companies,  winning  internal  approval  for  a  new  ven- 
ture is  often  such  an  arduous  process  that  nobody  wants 
to  admit  failure  or  change  course.  By  contrast,  Edward  Rob- 
erts of  Massachusetts  Institute  of  Technology's  Sloan  School 
found  that  successful  entrepreneurs  are  so  eager  to  adapt  to 
market  conditions  that  their  companies  often  follow  a  rad- 
ically different  course  from  the  one  mapped  out  in  their 
original  business  plan. 
teamwork.  At  en- 
trepreneurial companies, 
you'll  find  that  employ- 
ees voluntarily  work  far 
into  the  evening  and  get 
to  work  at  dawn.  That's 
a  far  cry  from  the  all-too- 
common  experience  in 
big  companies,  where  a 
cannon  shot  through  the 
office  at  5:01  p.m. 
wouldn't  harm  a  soul. 

The  culture  at  many 
big  companies  discourag- 
es teamwork.  People  are 
judged  not  by  their  effort 
or  the  value  they  create, 
but  on  such  factors  as 
what  perks  they've  accu- 
mulated. "If  things  like 
the  size  of  someone's  of- 
fice become  the  curren- 
cy for  gaining  respect  and 
power  within  the  compa- 
ny, it's  headed  for  trou- 
ble," savs  Jeffry  A.  Tim- 
mons,  a  professor  of  new 
ventures  at  Harvard  busi- 
ness school.  ^^^^^^m 

At  the  best  entrepre- 
neurial companies,  by  contrast,  status  follows  performance 
and  faithfulness  to  the  values  and  culture.  The  rewards  of 
success  are  value-enhancing,  such  as  stock  options.  Em- 
ployees feel  their  actions  make  a  difference.  As  they  work 
to  achieve  those  goals,  many  companies  are  trying  to  ex- 
tend the  concepts  of  teamwork  and  ow  nership  to  the  low- 
est levels.  Scott  Paper  Co.  has  put  all  6,000  salaried  work- 
ers on  a  bonus  plan  related  to  KVA.  They  are  sent  detailed 
-rv  iew  s,  usually  monthly,  of  their  unit's  performance  against 
ii   BVA  target,  allowing  them  to  calculate  their  bonuses. 

he  importance  of  good  morale  can't  be  underestimated. 
\  £  uthwest  Airlines,  some  attribute  high  productivity  to 


Good  companies  hove  a  minimum 
of  hierarchy.  Instead,  managers 
are  given  broad  goals — and  power 


( Ihief  Executive  Herbert  D.  Kelleher's  pranksterism,  whicj 
instills  a  fun,  familial  atmosphere.  He  has  dressed  as 
vis  and  the  Easte'r  Bunny  to  mix  with  passengers  on  plane 
He  urges  managers  to  talk  to  customers.  "If  you  thin] 
there's  a  problem,  go  out  and  experience  it,"  he  says.  "Dorl 
sit  around  the  office  and  discuss  it  for  three  months." 

Successful  entrepreneurial  companies  also  foster  whl 
consultants  like  to  call  a  "perpetual  learning  culture! 
Employees  are  encouraged  to  broaden  their  skills  1 
any  way  possible.  Companies  spend  heavily  on  traininl 
even  going  so  far  as  to  pay  for  any  employee  education 
al  expense,  work-related  or  not. 

RESOURCE  CONTROH 

Entrepreneurs  typical! 
start  with  little  money.  I 
study  of  high-tech  stal 
tups  by  MIT's  Roberl 
concluded  that  78%  bJ 
gan  with  less  tha 
$50,000.  Many  big  con 
panics  spend  that  ju 
preparing  a  presentation 
on  a  new  project.  Indeec 
some  won't  ev  en  eonside 
a  new  venture  unless 
requires  $5  million 
more  in  capital.  "Er 
treprenetirs  think  exactl 
the  opposite,"  says  Hai 
vard's  Timmons.  "The 
say:  'What's  the  absolut 
minimum  we  can  spen 
to  do  something?' " 

And  smart  entreprer 
curs  focus  on  controlliri 
resources  instead  of  own 
ing  them,  says  Timmon 
A  startup,  for  exampl 
might  save  on  capital  b 
contracting  out  produ 
tion,  rather  than  buildin 
its  ow  n  assembly  line, 
decade  ago,  many  big  companies  wouldn't  have  dreamed  o 
doing  that.  But  many  companies  have  abandoned  this  own 
ership  mentality,  as  ev  idenced  by  the  trend  toward  out 
sourcing  and  the  grow  ing  popularity  of  alliances. 

Still,  says  Timmons,  many  companies  are  handicapped  b 
their  traditional  budgeting  process.  Corporate  planners  se 
an  ov  erall  budget  for  the  company.  Each  division  then  sub 
mits  its  budget  and  capital  needs.  Sev  eral  rounds  of  nego 
tiation  follow.  The  unintended  result  Resources  are  allocat 
ed  on  the  basis  of  a  rigid  formula,  either  adding  o 
subtracting  from  the  prior  year's  figures. 
The  best  entrepreneurial  companies  start  with  a  fresl 
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"Wctf  o?i/*/  (//</  HP  work  hard, 
but  they  were  willing  to  team 
up  with  us.  It  became  a  true 
alliance,  a  true pa>-tuershi]>m 


~  Gone  Goodmaster, 

I IiiitI  I  Maiiagi-  hi  liih.im.il  u  hi 

Chesebrough-Pond's  USA 


Every  year,  200,000  phone  calls 
pour  into  the  Consumer  Information 
Center  at  Chesebrough-Pond's  USA. 
And  the  number  is  growing  18%  annu- 
ally. By  listening  closely  to  each  caller, 
they  resolve  customer's'  problems.  And 
collect  valuable  marketing  data. 

Tc  i  achieve  .1  new  level  1  >f  sen  ice,  the)  called 
us.  Our  answer  was  an  HP  client/server  solu- 
tion—an HP  9000  Business  Server  linked  to 
thirty-two  HP  X  stations,  installed  according  to 
plan  by  HP's  Professional  Services  Organization. 

This  Open  Systems  approach  lets  Chesebrough- 
Pond's  reps  respond  immediately.  It  not  only 
has  the  power  to  handle  the  increased  volume 
fast  and  accurately.  It  also  links  into  company- 
wide  information  systems  to  make  the  data 
instantly  available. 

To  find  out  more,  call  1-800-637-7740,  ,  - 

Ext  .  7699.  It  could  make  your 
company's  future  look  even 
rosier  than  you  think. 


Think  again. 


i 


HEWLETT 
PACKARD 


What's  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
business  problems — the  ones  hidden  in  your  under- 
lying business  practices. 

And  that's  where  our  proprietary  knowledge  base 
of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  your 
operating  practices  to  the  best  in  the  business  world — 
within  your  own  industry,  and  across  the  board. 

So  we  can  gain  insight  into  what's  slowing  you 
down.  And  roll  out  more  creative  ways  to  help  you 
re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provoking 
resource  of  its  kind.  Driven  by  an  advanced  application 
of  CD-ROM  technology.  Updated  throughout  our  glob- 
al network.  And  unsurpassed  in  its  depth  and  scope. 

Our  Enterprise  Group  professionals,  who  are 

©1993  Arthur  Andersen  &  Co.  All  rights  reserv  ed. 


specially  trained  and  dedicated  to  serving  middle- 
market  businesses,  can  apply  the  knowledge  base  to 
your  company's  unique  needs. 

To  see  a  demonstration  of  our  knowledge  base 
or  to  receive  a  free  brochure,  call  1-800-445-5556,  tod 
And  find  out  how  we  can  help  you  make  lasting 
progress — on  paper  and  in  practice. 

Best  Practices 
Putting  insight 
into  practice: 


s\1 


Arthur  •*. 
Andersen 


Arthur  Andersen  &  Co,  SC 
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te  to  work  from  every  year.  Top  executives  examine  each 
ision's  prospects  and  allocate  resources  to  reap  the  most  re- 
rding  return.  "Senior  managers  should  act  more  like  ven- 
•e  capitalists  than  like  operators,"  says  Delta  Consulting 
oup's  Nadler. 

)o  any  companies  measure  up  to  all  of  these  entrepre- 


neurial ideals?  Probably  very  few.  And  it's  unrealistic  to  ex- 
pect that  any  organization  with  more  than  500  employees 
can  avoid  bureaucracy.  However,  there  are  plenty  of  lessons 
every  company,  whether  large  or  small,  can  learn  from  the 
most  successful  entrepreneurs.  Has  your  company  learned 
them  yet?  □ 


HOW  ENTREPRENEURIAL  IS  YOUR  COMPANY! 


rhe  essence  of  an  entrepreneurial  company  has  little 
to  do  with  size.  The  secret  lies  more  in  the 
company's  mind-set  than  in  its  balance  sheet,  cash 
low,  technology,  or  other  factors.  How  a  company  pre- 
ares  for,  engages  in,  and  pursues  its  battles  for  the  mar- 
;etplace  is  what  counts  most. 

The  following  quiz  was  prepared  by  Professor  Jeffry  A. 
rimmons  of  Babson  College  and  Harvard  business  school, 
vhere  he  is  the  MBA  Class  of  1954  Professor  of  New 


Ventures.  The  quiz  yields  clues  to  the  complicated  entre- 
preneurial genetic  code  of  management  philosophy,  strate- 
gies, practices,  and  culture.  Except  for  statement  #2,  note 
your  response  as  follows:  strongly  agree  (SA),  inclined  to 
agree  (IA),  inclined  to  disagree  (ID),  and  strongly  disagree 
(SD).  While  in  some  cases  the  "entrepreneurial"  response 
may  seem  obvious,  the  only  way  to  get  an  honest  appraisal 
of  your  company  is  to  select  the  most  accurate  response 
that  most  closely  approximates  your  situation.  For  scoring, 
see  page  278. 


The  main  things  that  determine 
how  people  get  ahead  at  my  compa- 
ly  are  the  size  of  my  budget  and  the 
lumber  of  people  who  report  to  me. 

Our  goal  is  to  generate  the  follow- 
ing proportion  of  sales  from  prod- 
icts  introduced  in  the  past  five  years: 
i)  50%  or  more;  b)  40%-50%;  c)  20%- 
10%;  d)  IO%-20%;  e)  less  than  10%; 
)  no  goal. 

{The  best  new  product  or  service 
ideas  we  have  come  from  within  the 
:ompany,  mainly  from  R&D  or  market- 
ng  research  people. 

(Our  company  is  so  big  now  that 
it  isn't  worth  our  while  getting  into 
i  small  or  poorly  defined  market.  We 
iren't  very  interested  in  new  projects 
:hat  require  a  commitment  of  less  then 
55  million  in  capital. 

5 Two  of  our  top  people  want  to 
launch  a  new  business  that  they 
would  own  and  manage.  It  has  a  good 
chance  of  succeeding.  They  want  our 
company  to  provide  financial  and  stra- 
tegic support — even  a  minority  invest- 
ment. They  also  want  salaries  and 
stock  options  pegged  to  the  new 
business'  results.  Their  proposal  would 
stand  a  good  chance  of  being 
approved. 


/  A  manager  wants  to  leave  to  start 
U  her  own  business.  We  would  do 
whatever  we  can  to  prevent  her  de- 
parture, including  strict  enforcement  of 
a  noncompete  agreement. 

I A  manager  at  my  company  has  had 
to  shut  down  a  business  for  which 
he  had  been  an  enthusiastic  champion. 
The  losses  are  not  huge  by  company 
standards.  The  manager  can  count  on 
the  silent  treatment  from  colleagues 
and  an  unappealing  new  assignment. 

8 If  I  were  running  my  company,  I 
would  immediately  begin  to  change 
many  of  its  policies  and  procedures, 
including  budgeting,  hiring,  and  reward- 
ing people. 

9 At  my  company,  people  at  every 
level,  down  to  the  production  line 
and  maintenance,  have  a  clear  under- 
standing of  how  their  jobs  and  daily  de- 
cisions affect  the  company's  financial 
performance. 

My  company  is  highly  committed 
to  the  strategic  process.  In  decid- 
ing what  new  businesses  to  get  into, 
we  involve  the  board  and  top  manage- 
ment from  the  beginning  to  make  sure 
we  have  it  right  before  we  launch  a 
venture. 

We  don't  give  up  easily.  Once  we 
commit  our  company  to  a  strate- 


gy, we  allocate  a  lot  of  capital  and  peo- 
ple and  pursue  it  with  a  vengeance. 

nOur  strategic  process  begins  by 
identifying  opportunities.  Then  we 
figure  out  which  ones  offer  the  most 
sustainable  growth  and  fit  with  whom 
we  are  and  what  we  want  to  become. 
We  abandon  initiatives  fairly  quickly  if 
we  aren't  getting  the  results  we  want. 

|J  Because  of  a  strategic  shift,  our 
1/  company  has  decided  to  sell  a 
small  but  successful  division  for  a  hefty 
profit.  The  top  managers  who  have 
been  running  the  division  for  years 
have  decided  to  stay  with  our  compa- 
ny. We  would  reward  their  effort  by 
paying  them  a  bonus  equivalent  to  10% 
of  the  gain,  even  if  that  amounted  to 
millions  of  dollars. 

H Pursuing  new  business  opportu- 
nities is  a  priority  around  here. 
But  we're  so  busy  with  day-to-day  op- 
erations that  we  usually  think  about 
new  ventures  only  in  our  spare  time  or 
in  occasional  idea  meetings. 

4  P  My  company  has  what  could  be 
1/  called  a  perpetual  learning  culture. 
We  are  so  committed  that  we  will  go 
to  the  extreme  of  reimbursing  people 
for  any  educational  expenses,  job-relat- 
ed or  not. 


! 


II 


BUSINESSWEEK/ENTERPRISE  1993  257 


At  The  Travelers  we  realizem 
the  contribution  your  company'** 
employees  make.  This  is  why  wet 
help  our  customers  reduce  loss 
costs  by  focusing  on  the  human  1 
side. 

Through  our  innovative  pr\ 
gram  of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  yow 
employees  healthy  and  on  the  job 
Tor  one  customer  this  helped  cut 
accidents  by  50%  —  and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emphasis  i 
getting  your  people  back  to  work 
quickly —accelerating  claim 
response  time  while  managing  tl 
quality  and  cost  of  medical  care. 

Our  commitment  to  reduc- 
ing loss  cost  is  just  one  of  the 
reasons  we  maintain  a  consisteni 
95%  retention  rate  among  our 
large  commercial  accounts. 


Even  though  we've  helped  save  American  business  over 
$300  million,  we  know  that  most  accidents  cost  more  than  mone 


All  backed  by  129  years  of 
experience  and  the  understandin 
that  when  it  comes  to  your 
company's  employees,  any 
accident  is  one  too  many. 


ce  Company  and  its  Affiliates.  Hartford.  CT  06183 


Thelravelersj 

AMERICA'S  UMBRELLA* 


ENTERPRISE 


What  does  it  take  to  grow  fast?  The 
answer  seems  simple  :  Dont  settle  for 
anything  less.  Thats  one  thing  the  midsize 
companies  in  this  ranking  have  in 
common.  But  a  careful  analysis  shows 
there  are  other  shared  traits,  too. 
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SCOREBOARD 


THE  PASSWORD 
IS  RISK' 


BY    PAUL    M  .  Hi, 

crimps  the  surest  evidence  oi 
'.  \  entrepreneurial  zeal  is  rapid 
J  growth.  After  all,  the  point  of 
taking  risks,  seizing  opportu- 
nities, and  hatching  ideas  is  to 
win  new  customers  and  create 
businesses.  And  while  plenty  of 
profitable  enterprises  do  quite  nicely, 
thank  you.  bv  sticking  to  a  market  niche 
or  by  consistently  beating  the  competi- 
tion in  a  mature  industry,  strong  growth 
clearly  marks  a  company  as  one  that 
won't  settle  for  the  status  quo. 

Staples  Inc.  makes  the  point.  It  has 
latched  onto  the  concept  of  a  booming 
warehouse  stoic:  spartan  presentation, 
high  volume,  and  low  pricing.  The 
Northeastern  chain  of  200  stores  has  dis- 
tinguished itself  by  focusing  on  office 
supplies,  from  manila  folders  to  com- 
puter software.  The  result:  average  an- 
nual sales  growth  of  41.2%  over  the  past 
three  years  and  sales  of  $995.1  million 
in  the  past  12  months.  Cisco  Systems 
Inc.,  which  specializes  in  connecting  far- 
flung  corporate  computer  network  sys- 
tems, and  hundreds  of  other  companies 
could  make  the  point  just  as  well, 
lb  identify  such  standouts  among  the 
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nation's  up-and-coming  companies, 
HI  S1NESS  WEEK  searched  out  fast-mov- 
ers closing  m  on  the  $1  billion  sales 
level — a  sign  that  a  company  has  be- 
come a  force  to  be  reckoned  w  ith.  We 
started  by  selecting  companies  that  have 
sales  of  less  than  $1  billion  and  more 
than  $150  million,  the  top  level  for  our 
annual  Hot  Growth  Company  ranking. 
We  picked  such  candidates  from  the 
data  base  of  7,533  publicly  traded  com- 
panies kept  by  Standard  Cv  Poor's  Com- 
pustat  Services,  a  division  of  McGraw- 
I  lill  Inc..  publisher  of  W  SIN  ESS  \\  I  l  k. 

We  kept  only  the  companies  that 
showed  a  profit  in  the  most  recent  12 
months,  then  selected  the  ones  that 
have  show  n  a  sales  increase  of  at  least 
109?  annually,  on  average,  over  the  past 
three  years  and  a  10%  or  greater  increase 
in  the  most  recent  12  months.  Finally, 
to  spot  the  companies  bidding  to  break 
into  the  powerhouse  category,  we  used  a 
ranking  formula  that  effectively  gave  a 
bigger  company  with,  say,  10%  grow  th 
a  higher  score  than  a  smaller  company 
with  the  same  grow  th. 

Breaking  down  the  companies  by  in- 
dustry, retail  clothing  was  by  far  the  hot- 
test grow  th  sector.  Discount  and  value- 
priced  chains,  such  as  Clothestime  Inc., 
boomed  in  a  w  eak  economy  where  con- 
sumers are  wary  of  spending  too  much. 

Managed  health-care  organizations, 
our  second-largest  grow  th  industry,  ben- 
efited from  the  push  to  find  a  solution  to 
runaway  health-care  costs.  With  only 
W/i  of  all  American  workers  now  ser- 
viced by  health  maintenance  organiza- 
tions (HMOs),  there's  tremendous  op- 
portuintN  for  grow  th,  says  Eleanor  H. 
Kerns,  an  analyst  with  Alex.  Brown  e< 
Sons  in  Boston. 

Computer  software  companies,  on  the 
other  hand,  grew  for  varied  reasons.  The 
recent  price  wars  in  the  personal-com- 
puter market  have  fueled  demand  for 
softw  are.  And  as  corporate  customers 


SIZING  UP  THE  FAST- 


...PROFITS... 

BHC  COMMUNICATIONS 


MILLION 


CISCO  SYSTEMS 


COUNTRYWIDE  CREDIT 
CHRIS-CRAFT  INDUSTRIES 


ENRON  OIL  &  GAS 


INTERNATIONAL  GAME  TECHNOLOGY 

DESTEC  ENERGY 

SERVICE  CORP.  INTERNATIONAL 

CABLETRON  SYSTEMS 

GREEN  TREE  FINANCIAL 
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OUTS  IN... 


iS  GROWTH... 

PERCENT  CHANGE 
FROM  ONE  YEAR  AGO 

..AND  RETURN  ON  EQUITY 

PERCENT 

459.4% 

ELECTROCOM  AUTOMATION 

55.2% 

:r 

455.3 

HOLLY 

51.8 

384.6 

MARVEL  ENTERTAINMENT  GROUP 

47.5 

367.7 

AMERICAN  POWER  CONVERSION 

3  7.4 

ENTERPRISES 

3  12.6 

CUC  INTERNATIONAL 

37.3 

175.2 

CISCO  SYSTEMS 

36.2 

DMMUNiCATIONS 

267.5 

INTERNATIONAL  GAME  TECHNOLOGY 

35.5 

OTTLING 

250.7 

INFORMIX 

3  5.0 

INOLOGY 

23  1.4 

ROADMASTER  INDUSTRIES 

33.6 

(CATIONS  GROUP 

227.7 

SOUTHERN  ELECTRONICS 

32.7 

rely  more  on  PC-based  networks,  compa- 
nies such  as  Informix  Corp.  and  Sybase 
Inc.,  makers  of  so-called  relational  data- 
base programs  for  such  setups,  will  grow. 

Meanwhile,  entertainment  software 
companies,  such  as  Electronic  Arts  Inc., 
are  being  driven  by  the  demand  for  new 
and  innovative  games.  Lawrence  F. 
Probst  III,  president  and  chief  execu- 
tive officer,  says  to  make  Electronic  Arts 
the  "best  interactive-software  company 
in  the  world,"  the  company  will  spend 
approximately  14%  of  its  net  revenue 
to  develop  compact  disk-based  games 
for  such  advanced  systems  as  3  DO  Co.'s 
home-entertainment  unit. 

Hot  young  companies  with  new  prod- 
ucts or  business  concepts  are  hardly  the 
only  top  performers.  Acquisitions  are  a 
well-worn  path  to  fast  growth.  Adams 
Resources  &  Energy  Inc.,  our  chart-top- 
per, grew  more  than  fourfold  in  size  last 
year  with  the  acquisition  of  Gulfmark 
Energy  Inc.  TakeCare  Inc.'s  recent  ac- 
quisition in  Colorado  w  ill  not  only  make 
it  the  largest  health  maintenance  orga- 
nization in  that  state  but  also  push  it 
over  the  $1  billion  mark,  speculates 
President  Judd  Jessup.  "We've  shown 
we  can  do  acquisitions,"  he  says,  adding 
that  TakeCare  will  continue  to  seek  oth- 
er HMOs  to  add  to  its  network. 

But  as  these  companies  expand  their 
might  and  presence,  growth  will  be 
more  difficult  to  come  by.  For  example, 
sales  at  Giddings  &  Lewis  Inc.,  a  fast 
grower  in  recent  years,  have  slipped  as 
orders  for  its  big,  customized  machine 
tools  have  slowed.  It  will  continue  to 
stress  product  development,  which, 
along  w  ith  the  acquisition  of  rival  Cross 
&  Trecker  Corp.,  turned  G&L  into  the 
largest  machine-tool  company  in  the 
LI.  S.  But  to  experience  really  significant 
growth,  says  Chief  Executive  Joseph  R. 
Coppola,  G&L  will  have  to  make  more 
acquisitions — and  it  might  consider  man- 
ufacturing companies  outside  of  the  fac- 
tory-equipment business. 

Even  Staples,  just  $5  million  shy  of 
the  $1  billion  mark,  faces  some  obsta- 
cles. Competitors  such  as  Office  Depot 
Inc.  and  Costco  Wholesale  Corp.  are 
forcing  margins  down  and  slowly  taking 
over  choice  retail  locations.  'Ib  contin- 
ue its  aggressive  expansion  plans.  Sta- 
ples is  entering  joint  v  entures  to  open 
superstores  in  Canada  and  Europe.  And 
while  Staples  may  yet  find  that  the 
superstore  concept  isn't  as  popular  out- 
side of  the  U.  S.,  taking  risks  is  what  got 
it  where  it  is. 

117///  Peter  Burrows  in  Dallas,  Zachary 
Schiller  in  Cleveland,  and  Geoff  Smith  in 
Boston 
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SOMETIMES  WHEN 


A  GREAT  IDEA  YOU 
WANT    TO  TELL 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a  global 
fax  is  more  your  style.  An  international 
videoconference,  even  better. 

At  Sprint,  we  grasp  the  concept.  And 
we  believe  in  great  ideas.  After  all,  we  had 
enough  faith  in  a  little  thing  called  fiber 
optics  to  launch  a  global  network  back  in 
1986.  And  today  we're  the  only  communica- 
tions company  to  offer  local,  global  and 


cellular  capability.  Not  to  mention  the  power 
to  communicate  with  over  290  countries 
and  locations  around  the  world  and  a  con- 
nection so  clear  you  could  hear  a .  ..well, 
you  know. 

But  alas,  man  does  not  live  by  tech- 
nology alone.  So  it's  nice  to  know  there's  a 
communications  company  you  can  actually 
communicate  with.  At  Sprint,  we  place 
more  value  on  helping  people  move  forward. 


than  getting  them  back.  That  means 
delivering  the  future,  rather  than  just  | 
promising  it. 

So  the  next  time  you  have  a  great  id', 
don't  be  shy.  And  don't  wait  for  someont 
else  to  bring  you  the  technology  that  ie' 
you  spread  the  word. 

Because  with  Sprint  you  have  the  wi 
now.  And  the  power  to  share  it  with  any& 
any  where,  anytime. 


<iiK'ii\  Company  1.  P 


Be  there  now. 

1-ftOO-PIN-DROP 


Sprint 


SCOREBOARD 


rhis  list  of  emerging  gro  wth  companies  is 
lesigned  to  pick  up  smaller  companies  that 
ould  soon  be  major  forces  in  their  indus- 
ries-or  are  already.  To  be  included,  a  com- 
pany must  have  sales  of  over  $150  million 
nd  less  than  $1  billion,  must  be  profitable, 
nd  must  have  a  current  stock  priee  of  $2 


or  more.  In  addition,  each  company  must 
show  a  10%  or  greater  increase  in  sales  for 
both  the  latest  12  months  and  over  the  last 
three  years.  Companies  must  have  sales  of 
$50  million  or  more  in  the  first  yea  r  used  in 
the  three-year  growth-rate  calculation. 

SCOREBOARD  EDITOR:  FRED  F.  JESPERSEIN 


COMPANY 

12-MONTH 
SALES 
$  MIL. 

CHANGE 
FROM 
1992 

% 

3-YEAR 
AVERAGE 
INCREASE 

% 

12-MONTH 
PROFITS 
$  MIL 

CHANGE 
FROM 
1992 

% 

12-MONTH 
PROFIT 
MARGIN 
I99J 

RETURN  ON 
COMMON 
EQUITY 

% 

HIGH/LOW 
PRICE 

STOCK  DATA 

RECENT 
PRICE 

P-E 
RATIO 

INDUSTRY 
DESCRIPTION 

ADAMS  RESOURCES  &  ENERGY 

733.3 

191.6 

105.8 

0.7 

-69.2 

0.1 

7.1 

7/4 

5 

31 

Oil  Mktg./Transport 

CISCO  SYSTEMS 

649.0 

91.1 

107.7 

172.0 

103.8 

26.5 

36.2 

59/23 

47 

36 

Computer  Equipment 

READ-RITE 

532.3 

62.2 

95.6 

52.1 

32.1 

9.8 

13.6 

32/9 

12 

8 

Electronic  Components 

LIBERTY  MEDIA 

565.5 

318.5 

90.2 

2.5 

-93.2 

0.4 

NM 

27/6 

25 

NM 

Cable  Programming 

FUTURE  NOW 

530.4 

180.7 

90.8 

7.5 

93.0 

1.4 

12.2 

15/8 

13 

10 

Computer  Distributor 

CONTINENTAL  MEDICAL 

901.4 

32.2 

49.1 

22.7 

-16.1 

2.5 

8.8 

21/7 

8 

13 

Hospitals 

STAPLES 

995.1 

33.6 

41.2 

14.0 

459.4 

1.4 

5.6 

42/23 

32 

54 

Office  Products  Stores 

COUNTRYWIDE  CREDIT  INDS. 

737.2 

83.1 

56.5 

154.4 

92.8 

20.9 

20.5 

35/21 

30 

1  1 

Mortgage  Banking 

TAKECARE 

795.1 

105.9 

48.8 

30.8 

49.8 

3.9 

19.4 

50/26 

44 

16 

Managed  Health  Care 

SOLECTRON 

678.5 

79.3 

49.5 

23.5 

73.9 

3.5 

9.4 

50/22 

43 

34 

Circuit  Boards 

GLOSSARY 


ANKING:  We  prepared 
to  indexes  for  each  com- 
ny.  One  index,  based  on 
:e,  stated  sales  as  a  per- 
nt  of  the  average  for  all 
>mpanies.  The  other  index 
is  based  on  sales  growth, 
le  sum  of  the  indexes  was 
e  final  ranking. 


SALES:  The  most  recent  12 
months  of  sales,  with  three- 
year  growth  ratio  calculated 
using  the  least-squares 
method. 

PROFITS:  The  most  recent 
12  months  of  income  from 
continuing  operations, 
excluding  extraordinary 
items. 


MARGINS:  Profits  as  a 
percentage  of  sales. 

RETURN  ON  EQUITY: 

Net  income  available  for 
common  stockholders  for 
most  recent  fiscal  year, 
divided  by  common  equity. 

HIGH/LOW  PRICE:  Trading 
range  for  company's  common 
stock,  September,  1992,  to 
September,  1993. 


STOCK  PRICE:  Price  for  a 
single  share  of  a  company's 
most  widely  traded  issue  of 
common  stock  as  of  the  close 
of  trading  on  Sept.  3,  1993. 

P-E  RATIO:  Price-earnings 
ratio  based  on  most  recent 
12  months'  earnings  and  Sept. 
3  stock  price. 

NM  =  not  meaningful 

DATA.  STANDARD  &  POOR'S  COMPUSTAT 
SERVICES,  A  DIVISION  OF  McGRAW-HILL  INC 
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A  Different  Degree  -  A  World  of  Difference 


THUNDERBIRD  The  American  Graduate  School  of  International  Management 

"Anyone  seriously  interested  in  international  business  cannot 
fail  to  consider  going  to  this  school  for  a  master's  in  business." 

BUSINESS  WEEK  GUIDE 
to  America's  Top  B-Schools 

Globalization  has  produced  a 
period  of  vast  structural  change. 
THUNDERBIRD  long  the 
trendsetter  in  advanced  global 
education,  offers  the  MASTER  OF 
INTERNATIONAL  MANAGEMENT 
degree,  a  unique  and  exciting 
three-part  program  designed  to  meet 
the  challenges  of  this  new  world 
business  order. 

No  plain  vanilla  M.B.A.,  the 
M.I.M.  program  includes  such  vital 
elements  as: 

•  WORLD  BUSINESS  -  TO 
PERFORM  EFFECTIVELY  IN 
THE  INTRICACIES  OF 
MULTINATIONAL  FINANCE, 
MARKETING,  ECONOMICS 
AND  MANAGEMENT. 


•  INTERNATIONAL  STUDIES  -  TO 
UNDERSTAND  HOW  DIFFERENT 
CULTURES,  POLITICS,  AND 
ECONOMIES  SHAPE  GLOBAL 
BUSINESS  PRACTICES. 

•  MODERN  LANGUAGES  -  TO 
COMMUNICATE  WITH 
CUSTOMERS  AND  BUSINESS 
PARTNERS  IN  THEIR  NATTVE 
LANGUAGE. 

THUNDERBIRD  doesn't  stop 
there.  A  highly  regarded  internship 
program  takes  students  to  the 
business  arena  of  multinational 
corporations  and  trade  agencies 
w  here  they  will  compete  as  their 
careers  unfold.  Study  abroad 
programs  include  THUNDERBIRD's 
facilities  in  TOKYO,  JAPAN  and  its 
FRENCH/GENEVA  CAMPUS  in 
ARCHAMPS,  as  well  as  cooperative 
programs  in  other  countries. 


More  than  an  M.B.A.,  the  M.I.M 
provides  a  competitive  edge  for  yo! 
company  or  for  your  own  career  - 
domestic  or  foreign.  You  owe  it  to 
yourself  to  learn  more  about 
THUNDERBIRD  and  its  MASTER  0 
INTERNATIONAL  MANAGEMENT 
degree. 

There's  a  world 
of  difference. 


THUNDERBIRD 

THE  AUTHORITY 
ON  GLOBAL  EDUCATION 


I     e  of  Information  and  Communication  •  152)9  North  59th  Avenue  •  Glendale,  Arizona  85306  •  602-978-7114  •  Fax:  602-978-8238 
French  Geneva  Campus  •  Tel  (33)  50-31-56-50  •  Tokyo  Campus  •  Tel  (03)  5322-3651 
MEMBER  OF  AACSB 
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1 2-MONTH 
SALES 
$  MIL. 

CHANGE 
FROM 
1992 

% 

3-YEAR 
AVERAGE 
INCREASE 

% 

CHANGE 
1 2-MONTH  FROM 
PROFITS  1992 
$  MIL  % 

12-MONTH 
PROFIT 
MARGIN 

1993 

RETURN  ON 
COMMON 
EQUITY 

% 

STOCK  DATA 

IK  COMPANY 

HIGH/LOW 
PRICE 

RECENT 
PRICE 

P-E 
RATIO 

INDUSTRY 
DESCRIPTION 

!   SAFEGUARD  SCIENT1FICS 

955.7 

21.6 

28.9 

10.6  6.4 

I.I 

10.0 

24/ 1 2 

22 

10 

Computer  Distributor 

»  WESTERN  GAS  RESOURCES 

716.0 

57.3 

43.4 

43.5  60.5 

6.1 

13.3 

A  A  /">  A 

A  0 

45 

28 

Gas  Transmission 

1  MARVEL  ENTERTAINMENT  GROUP 

351.3 

149.4 

65.9 

45.0  82.4 

12.8 

47.5 

A  A  1  1  C 

44/ 1  5 

A  A 

44 

48 

Comic  Books 

1  COMPUCOM  SYSTEMS 

819.9 

24.3 

33.8 

9.3  61.5 

I.I 

21.2 

5/  \ 

4 

13 

Computer  Distributor 

i  NOVACARE 

539.1 

40.0 

51.1 

46.8  24.8 

8.7 

17.6 

24/1  1 

1  3 

14 

Rehabilitation  Service 

»  SYNOPTICS  COMMUNICATIONS 

571.4 

109.1 

48.9 

76.8  267.5 

13.4 

32.1 

43/ 1 2 

77 

27 

24 

Computer  Equipment 

'  VALUE  HEALTH 

377.4 

81.9 

58.7 

19.9  80.6 

5.3 

7.8 

41/22 

O  A 

34 

45 

Managed  Health  Care 

1  j.B.HUNTTRANSPORTSERVICES 

994.4 

21.4 

20.2 

39.0  14.0 

3.9 

12.0 

17/17 

27/ 1  7 

22 

21 

Trucking 

'   MID  ATLANTIC  MEDICAL  SVCS. 

622.9 

26.0 

42.7 

16.8  53.1 

2.7 

32.1 

10/  1  1 

29/ 1 2 

25 

22 

Managed  Health  Care 

i  IVAX 

521.1 

60.9 

48.1 

69.1  367.7 

13.3 

20.5 

37/ 1 9 

24 

24 

Pharmaceuticals 

APPLIED  MATERIALS 

963.1 

37.3 

19.1 

78.2  138.5 

8.1 

14.4 

"7C  /-io 
/  5/23 

7  1 

37 

Special  Machinery 

.  GIDDINGS  &  LEWIS 

608.5 

23.3 

40.5 

41.6  51.3 

6.8 

10.1 

30/ 1  6 

7  A 

24 

18 

Industrial  Automation 

DOLLAR  GENERAL 

992.6 

18.4 

15.7 

40.5  49.3 

4.1 

19.6 

"yA  1 1  *7 
34/ 1  7 

33 

28 

Variety  Stores 

GENZYME 

247.9 

42.6 

61.1 

40.5  NM 

16.3 

1  1.6 

A  "7  /7Q 

47/28 

55 

21 

Biotechnology 

EMC 

505.0 

87.8 

44.1 

60.4  211.0 

12.0 

22.0 

o  c  /c 
j5/5 

55 

50 

Data  Storage  Devices 

HEALTHSOURCE 

234.7 

95.2 

60.5 

20.6  43.3 

8.8 

13.7 

4b72U 

A  A 

44 

26 

Managed  Health  Care 

CONSOLIDATED  STORES 

978.7 

17.6 

13.7 

36.5  34.0 

3.7 

17.3 

■orw 1 1 
20/ 1  2 

1  7 

22 

Variety  Stores 

LUKENS 

947.0 

62.6 

14.1 

31.9  166.3 

3.4 

1  I.I 

t>5l5l 

A  C 

4b 

22 

Steel 

GRAND  VALLEY  GAS 

324.7 

64.7 

52.8 

3.2     -2. 1 

1.0 

19.4 

1  1/5 

7 
1 

14 

GasMktg./Storage 

PARKERS  PARSLEY  PETROLEUM 

265.5 

44.0 

55.7 

42.1  147.2 

15.8 

12.5 

0  A  I  1  0 

541  \  5 

0  A 

j4 

22 

Oil/Gas  Production 

VISHAYINTERTECHNOLOGY 

774.6 

41.4 

22.9 

37.9  66.1 

4.9 

10.5 

ion  a 
38/24 

35 

19 

Electronic  Components 

FIDELITY  NATIONAL  FINANCIAL 

477.7 

75.9 

40.8 

20.2  99.6 

4.2 

30.6 

551 1  5 

55 

15 

Title  Insurance 

VIKING  OFFICE  PRODUCTS 

449.7 

40.5 

41.7 

17.2  33.8 

3.8 

16.2 

07/1  ft 

37/ 1 8 

35 

41 

Mail  Order  Supplies 

CML GROUP 

612.2 

32.0 

31.5 

56.3  62.3 

9.2 

31.7 

2.71  1  4 

25 

23 

Fitness  Stores 

STEWARTS  STEVENSON  SVCS. 

908.7 

20.5 

12.7 

50.5  30.3 

5.6 

16.0 

50/26 

49 

32 

Engines  S  Turbines 

TEJAS  GAS 

603.3 

33.5 

31.7 

16.7  68.8 

2.8 

8.2 

60/20 

60 

43 

Gas  Transmission 

PERRIGO 

570.8 

39.3 

33.5 

44.6  56.3 

7.8 

19.0 

irw  i  r 

30/ 1 5 

30 

52 

Pharmaceuticals 

KANSAS  CITY  SOUTHERN  INDS. 

834.8 

24.4 

17.0 

77.0  36.5 

9.2 

15.5 

A  0  /  1  Q 

4  51  \  7 

39 

23 

Railroads 

SYBASE 

326.9 

58.7 

48.3 

31.9  136.1 

9.7 

21.9 

70  hQ 

78/29 

6  1 

48 

Software 

ELECTROCOM  AUTOMATION 

429.6 

1  1.7 

41.6 

26.8  -7.6 

6.2 

55.2 

24/ 1 2 

1 6 

16 

Mail  Processing  Systems 

MERRY-GO-ROUND  ENTS. 

892.0 

15.1 

12.7 

32.9  55.8 

3.7 

13.8 

1  o  /o 

1 8/8 

8 

13 

Clothing  Stores 

ORANGE  &  ROCKLAND  UTILITIES 

899.3 

13.2 

1  1.5 

48.4  10.7 

5.4 

12.4 

.40/0  0 

48/jy 

46 

14 

Gas/Electric  Utility 

TNTFREIGHTWAYS 

860.8 

22.5 

13.5 

23.3  30.7 

2.7 

13.9 

O  A  1  1  C 

34/ 1 5 

32 

23 

Trucking 

HEALTHSOUTH  REHABILITATION 

446.5 

41.0 

39.2 

35.6  40.0 

8.0 

1  1.9 

27/12 

15 

13 

Rehabilitation  Service 

MOLEX 

859.3 

10.7 

12.7 

74.7  10.7 

8.7 

9.9 

36/26 

35 

30 

Flprtrnnif  fnnnprfnr^ 

SENSORMATIC  ELECTRONICS 

487.3 

57.3 

35.9 

54. 

1  71.6 

III 

12.4 

46/23 

43 

30 

Security  Devices 

CABLETRON  SYSTEMS 

461.7 

45.2 

37.5 

92.1  45.3 

19.9 

29.1 

1  19/57 

105 

32 

Computer  Equipment 

EQUITABLE  RESOURCES 

883.4 

19.3 

1  I.I 

69.9  4.9 

7.9 

1  1.8 

44/30 

42 

19 

Gas  Transmission 

MICRON  TECHNOLOGY 

657.5 

32.9 

24.8 

44.1  231.4 

6.7 

7.8 

57/14 

52 

48 

Semiconductors 

SERVICE  CORP.  INTERNATIONAL 

826.1 

14.5 

14.3 

95.1  14.0 

1  1.5 

1  1.5 

25/17 

24 

20 

Funeral  Services 
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EQurfr 

FOCI  DAFA 
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PRICE 

• 

PRICE 

p-t 

RATIO 

INDUSTRY 
DESCRIPTION 

51 

ELECTRONIC  ARTS 

327.8 

66.1 

45.1 

33.4 

55.6 

10.2 

27.4 

39/13 

35 

50 

Software 

52 

MICRO  WAREHOUSE 

350.2 

68.3 

43.7 

9.4 

63.8 

2.7 

14.4 

28/19 

23 

25 

Mail  Order  Computers 

53 

OXFORD  HEALTH  PLANS 

210.2 

79.2 

52.0 

10.8 

93.9 

5.1 

15.6 

80/29 

73 

55 

Managed  Health  Care 

54 

AES 

483.1 

35.9 

34.7 

74.8 

56.3 

15.5 

25.9 

32/20 

32 

20 

Cogeneration 

55 

STANDARD  MICROSYSTEMS 

259.7 

49.3 

47.9 

16.9 

193.4 

6.5 

13.5 

27  13 

19 

14 

Computer  Equipment 

56 

BRINKER  INTERNATIONAL 

652.9 

25.7 

23.3 

48.9 

37.0 

7.5 

14.6 

39/22 

39 

38 

Restaurants 

57 

AMERICAN  POWER  CONVERSION 

198.4 

66.6 

51.4 

36.2 

78.0 

18.3 

37.4 

48  i  6 

45 

56 

Elect.  Power  Supplies 

58 

ADAPTEC 

328.4 

72.9 

42.4 

52.0 

122.9 

15.8 

23.1 

33/19 

32 

16 

Computer  Equipment 

59 

THOR  INDUSTRIES 

388.5 

66.2 

38.6 

10.5 

58.2 

2.7 

13.7 

29  12 

17 

14 

Motor  Homes 

60 

SMARTS  FINAL 

802.4 

14.7 

12.7 

15.2 

20.0 

1.9 

15.0 

20  13 

15 

20 

Grocery  Stores 

61 

NATIONAL  HEALTH  LABS. 

760.7 

14.3 

15.3 

46.3 

-59.2 

6.1 

21.8 

25/13 

17 

32 

Medical  Laboratories 

62 

NORTH  AMERICAN  MORTGAGE 

260.9 

53.7 

46.3 

39.6 

54.0 

15.2 

28.3 

30/13 

28 

10 

Mortgage  Banking 

63 

HUFFY 

777.9 

14.1 

13.5 

13.1 

-23.3 

1.7 

10.3 

20/12 

20 

19 

Bicycles/Leisure 

64 

VENCOR 

244.1 

40.4 

46.4 

19.8 

46.5 

8.1 

12.7 

36/21 

22 

20 

Hospitals 

65 

COCA-COLA  BOTTLING  CONS. 

682.5 

21.9 

18.4 

8.8 

250.7 

1.3 

28.1 

31/15 

31 

40 

Soft  Drink  Bottler 

66 

BIOGEN 

156.7 

142.9 

51.0 

53.7 

NM 

34.3 

17.6 

50  23 

35 

22 

Biotechnology 

67 

CUC  INTERNATIONAL 

771.0 

16.3 

12.5 

65.4 

128.2 

8.5 

37.3 

35  13 

35 

58 

Business  Services 

68 

GTECH  HOLDINGS 

534.8 

36.3 

26.9 

43.6 

88.8 

8.2 

23.6 

46/23 

30 

30 

Lottery  Networks 

69 

CRACKER  BARREL 

487.6 

30.9 

29.7 

41.5 

38.4 

8.5 

12.1 

34/21 

24 

33 

Restaurants 

70 

HOMEDCO GROUP 

444.5 

66.5 

32.4 

19.5 

20.0 

4.4 

27.2 

37  21 

28 

19 

Home  Health  Care 

71 

HEILIG-MEYERS 

693.4 

26.9 

16.7 

41.0 

36.5 

5.9 

10.4 

32/14 

32 

35 

Furniture  Stores 

72 

KCS  ENERGY 

218.6 

67.3 

44  7 

9.9 

275.2 

4.5 

29.5 

32/5 

32 

37 

GasMktgTTransport 

73 

INTL  GAME  TECHNOLOGY 

471.1 

36.9 

28.2 

107.6 

106.7 

22.8 

35.5 

40  18 

38 

44 

Gaming  Machines 

74 

THERMO  INSTRUMENT  SYSTEMS 

539.9 

56.9 

23.8 

38.3 

33.2 

7.1 

13.0 

30/17 

28 

32 

Instruments 

75 

CIRRUS  LOGIC 

386.6 

67.2 

32.6 

13.5 

-5.6 

3.5 

9.1 

40/13 

25 

48 

Computer  Equipment 

76 

MEDICAL  CARE  AMERICA 

650.0 

14.4 

15.9 

27.7 

-61.7 

4.3 

5.1 

64/14 

16 

22 

Outpatient  Medical  Service 

77 

STRYKER 

522.6 

24.4 

23.8 

54.1 

35.3 

10.3 

21.8 

40/21 

28 

25 

Medical  Products 

78 

FABRI-CENTERS  OF  AMERICA 

591  5 

21.3 

18.3 

3.4 

-70.8 

0.6 

2.4 

17/10 

14 

41 

Fabric  Stores 

79 

CONTINENTAL  CAN 

502.3 

21.4 

23.7 

1.4 

-79.2 

0.3 

2.2 

33/18 

24 

55 

Metal  Cans 

80 

SUN  TELEVISIONS  APPLIANCES 

426.2 

46.6 

28.3 

12.4 

99.3 

2.9 

10.8 

25  9 

21 

27 

Appliance  Stores 

81 

YOUNKERS 

536.1 

62.9 

21.2 

21.5 

212.4 

4.0 

14.6 

36/13 

23 

7 

Department  Stores 

82 

BOB  EVANS  FARMS 

672.2 

15.0 

12.7 

44.5 

8.6 

6.6 

14.4 

22/17 

18 

17 

Restaurants 

83 

INTEGRATED  HEALTH  SERVICES 

228.0 

37.0 

39.9 

14.5 

60.5 

6.4 

9.7 

31/17 

27 

22 

Nursing  Care 

84 

COVENTRY 

503.0 

30.9 

22.6 

17.2 

43.1 

3.4 

25.5 

36/14 

32 

23 

Managed  Health  Care 

85 

TELEPHONES  DATA  SYSTEMS 

516.0 

28.7 

21.4 

34.2 

15.7 

6.6 

3.1 

52  32 

52 

72 

Local  Telephone 

86 

IDB  COMMUNICATIONS  GROUP 

225.8 

90.6 

39.3 

15  1 

227.7 

6.7 

9.7 

54/14 

54 

53 

Communications  Services 

87 

INFORMIX 

325.7 

47.0 

33.1 

50.8 

51.6 

15.6 

35.0 

27/9 

23 

30 

Software 

88 

FRANKLIN  QUEST 

154.4 

37.2 

43.5 

21.9 

45.1 

14.2 

21.6 

29/15 

29 

28 

Training  Seminars 

89 

WMS  INDUSTRIES 

331.1 

45.9 

32.4 

30.7 

22.8 

9.3 

21.1 

31/16 

26 

20 

Amusement  Games 

90 

MOHAWK  INDUSTRIES 

507.9 

73.6 

21.3 

18.0 

1  10.9 

3.6 

12.6 

31/8 

29 

28 

Carpets  S  Rugs 
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FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #  BW1022R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 


IANCIAL  PRODUCTS 
D  SERVICES 

Arthur  Andersen 

Charles  Schwab  &  Company, 

Inc. 

Cigna  Corporation 
Templeton  Foreign  Fund 
Van  Kampen  Merritt 

P  ^DUCTS/SERVICES 

1  Advantis 

ARDIS  Wireless 
8  Communications 
i  Amoco  Chemical  Company 
I  Banyan  Systems,  Inc. 
It  British  Airways 
I  Buick  Motor  Division 


Cadillac 

Caribbean  Tourism 
Organization 


Chart  House  Enterprises 
rhevrolet  Blazer 


corvette 

Control  Data  Systems,  Inc. 
Encore 

Ericsson  North  America 
FOCUS 
Botel  Okura 
221  Intel 


23.  ITT  Sheraton 

24.  Johnson  Controls 

25.  KODAK  ColorEase  PS 
Printer 

26.  Lexus  Luxury  Automobiles 

27.  Lufthansa  German  Airlines 

28.  Marriott  Corporation 

29.  Mita  High-Speed  Copier 

30.  Motorola  Cellular 

31.  NEC  Technologies  CD-ROM 

32.  OKI  DATA 

33.  Pan  Pacific  Hotels 

34.  Pfizer  Pharmaceuticals 

35.  Pontiac 

36.  Residence  Inn  -  The  next 
best  thing  to  home 

37.  Roadway  Package  System 

38.  Rockwell  International 

39.  SAS  Institute,  Inc. 

40.  Sharp  Electronics  Corp. 

41.  Siemens  Corporation 

42.  Sprint 

43.  Swissair 

44.  Tektronix  Inc. 

45.  Thunderbird  -  The  American 
School  of  International 
Management 


46.  TimeRunner  from  Texas 
Instruments 

47.  Toshiba  American 
Information  Systems,  Inc. 

48.  Trans  World  Airlines 

49.  United  States  Postal  Service 

50.  Waste  Management 
International 

51.  Yellow  Freight  System,  Inc. 

AREA  DEVELOPMENT 

52.  Economic  Development 
Partnership  of  Alabama 

53.  Fairfax  County  Economic 
Development  Authority 

54.  Iowa  Department  of 
Economic  Development 

55.  Missouri  Department  of 
Economic  Development 

56.  Virginia  Port  Authority 

EXERCISING  THE  FRANCHISE 
Special  Advertising  Section 

57.  Big  0  Tires 

58.  Computemp 

59.  Expressions  Furniture 

60.  General  Nutrition 

61.  IntelliHome 

62.  Macco 

63.  Ponderosa  Steak  House 

64.  Service  Master 


1  Hh  I'HZhK  HhALI  HCJAKh  ShRlES 


Depression* 

It  can  affect  you  in  ways  you 
would  never  suspect 


•  a  loss  of  interest  or  pleasure 
in  your  job,  family  fife, 
hobbies  or  sex 

•  difficulty  in  concentrating 
or  remembering 

•  physical  pains  that  are 
hard  to  pin  down 

•  sleep  disturbances 

•  appetite  loss  (or  overeating) 

•  unusual  irritability 


•  a  loss  of  self-esteem  or  an 
attitude  of  indifference 

•  a  downhearted  period  that 
gets  worse  and  just  won't 
go  away 

•  frequent  or  unexplainable 
crying  spells 


A  combination  of  the  above  symptoms, 
persisting  for  two  weeks  or  more,  can 
be  an  indication  of  depressive  illness 
and  a  warning  to  seek  the  advice  of  a 
doctor. 


Because  depression  can  be  a  lot  more  than  just  "the  blues  " 

Over  10  million  Americans  today  may  suffer  from  depression.  Unfortunately,  it  often  goes  unre- 
ported, and  therefore  undiagnosed  and  untreated,  because  people  don't  recognize  the  symptoms 
for  what  they  are.  Yet,  depression  can  be  diagnosed  and  treated  in  most  cases.  It's  most  important 
to  realize  that  you  are  not  alone  by  any  means. 

Do  something  for  yourself  and  for  those  you  love.  See  your  doctor. 

For  a  poster-sized  reprint  of  this  message,  write:  Pfizer  Pharmaceuticals,  P.O.  Box  3852, 
Grand  Central  Station,  New  York,  NT  10163. 


A  message  in  the  interest  of  better  health 


yfffi^  Pharmaceuticals 

wlg/0r  a  PARTNER  IX  HEALTHCARE 
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P-E 
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INDUSTRY 
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I   ALEX.  BROWN 

502.5 

15.5 

21.5 

67.3  25.6 

13.4 

22.7 

28/15 

28 

6 

Securities  Broker 

2  SPARTAN  MOTORS 

153.4 

37.9 

43.2 

11.3  41.7 

7.4 

24.5 

25/9 

23 

26 

Vehicle  Chassis 

3   BOSTON  SCIENTIFIC 

349.6 

28.2 

30.8 

62.9  33.3 

18.0 

23.8 

24/13 

14 

22 

Medical  Products 

4  ASHLAND  COAL 

597.4 

24.7 

15.2 

23.6  -34.9 

4.0 

8.4 

30/22 

28 

22 

Coal  Mining 

5   FLEET  MORTGAGE  GROUP 

580.7 

28.9 

16.1 

48.6  --47.3 

8.4 

10.3 

26/16 

17 

21 

Mortgage  Banking 

6  WHOLE  FOODS  MARKET 

205.7 

84.8 

39.1 

5.0  94.9 

2.4 

6.8 

47/15 

45 

44 

Grocery  Stores 

7  JONES  APPAREL  GROUP 

497.8 

27.3 

20.9 

45.1  25.8 

9.1 

30.3 

42/19 

27 

15 

Women's  Clothing 

B  COASTAL  HEALTHCARE  GROUP 

352.7 

29.5 

29.8 

11.5  17.6 

3.3 

22.8 

30/16 

25 

28 

Physician  Practices 

9  OGDEN  PROJECTS 

560.8 

35.9 

16.8 

42.8  -16.2 

7.6 

12.1 

24/15 

17 

15 

Cogeneration 

DO  DESTEC  ENERGY 

606.1 

42.7 

13.9 

98.2  19.3 

16.2 

16.6 

19/13 

18 

1  1 

Cogeneration 

31  ANTHEM  ELECTRONICS 

593.0 

27.4 

14.7 

27.6  3.4 

4.7 

13.8 

49/31 

38 

17 

Elect.  Parts  Dist. 

32  DENTSPLY  INTERNATIONAL 

542.8 

31.0 

17.6 

23.6  -5.8 

4.4 

22.5 

55/25 

37 

40 

Diagnostic  Equipment 

33  CLAYTON  HOMES 

476.3 

28.3 

21.7 

53.8  36.7 

1  1.3 

16.3 

31/16 

25 

21 

Manufactured  Housing 

34  TELEFLEX 

621.2 

16.0 

12.7 

33.3  7.7 

5.4 

13.0 

34/25 

33 

17 

Aviation  Products 

35  J  BAKER 

616.3 

24.7 

12.9 

14.2  66.1 

2.3 

8.0 

26/14 

19 

15 

Shoe  Stores 

36  3COM 

617.2 

45.6 

12.6 

38.6  384.6 

6.2 

16.5 

40/1  1 

26 

22 

Computer  Equipment 

37  UNITED  WISCONSIN  SERVICES 

489.8 

33.1 

20.5 

26.9  32.3 

5.5 

25.7 

43/21 

26 

1  1 

Managed  Health  Care 

38  PIPER JAFFRAY 

398.4 

16.5 

26.1 

40.3  23.8 

10.1 

27.2 

32/21 

31 

7 

Securities  Broker 

39  GOODY  S  FAMILY  CLOTHING 

477.7 

20.8 

21.0 

16.2  4.1 

3.4 

20.4 

25/14 

15 

15 

Clothing StoreS 

10  KOMAG 

375.9 

29.7 

26.7 

26.2  180.2 

7.0 

9.9 

24/14 

19 

15 

Recording  Media 

1 1  FISERV 

379.4 

16.4 

26.5 

26.3  24.0 

6.9 

9.3 

22/15 

21 

28 

Data  Processing 

12  RPM 

625.7 

13.3 

1  I.I 

39.4  14.2 

6.3 

16.5 

19/15 

18 

21 

Industrial  Coatings 

i  ^    runiirrTTrriitiAi  t\f*\t 

13  SYQUEST  TECHNOLOGY 

202.4 

23.7 

37.5 

15.8  53.1 

7.8 

18.1 

29/9 

12 

9 

Recording  Media 

14  AGCO 

424.0 

40.6 

23.5 

9.1  27.5 

2.1 

4.5 

26/5 

23 

24 

Farm  Machinery 

15  HOLLY 

619.4 

32.6 

1  1.3 

18.9  NM 

3.0 

51.8 

31/23 

28 

12 

Oil  Refining 

16  EXCEL  INDUSTRIES 

481.6 

23.3 

19.8 

7.8  186.7 

1.6 

7.5 

21/1  1 

19 

23 

Auto  Parts 

17  COMSAT 

622.9 

17.6 

10.6 

49.0  -26.8 

7.9 

7.5 

32/20 

30 

25 

Communications  Services 

18  RAMSAY-HMO 

253.4 

38.7 

33.5 

10.6  60.4 

4.2 

10.5 

39/22 

31 

20 

Managed  Health  Care 

19  U.S.  ROBOTICS 

150.8 

46.5 

39.5 

14.6  50.3 

9.7 

14.8 

30/14 

30 

23 

Data  Communications 

'.0  BIOMET 

335.4 

22.0 

27.7 

64.0  23.5 

19.1 

21.2 

22/8 

10 

17 

Surgical  Products 

'.1  GOLDEN  POULTRY 

388.3 

15.3 

24.3 

7.9  NM 

2.0 

9.2 

1  1/6 

7 

12 

Poultry 

12  SCHOLASTIC 

552.3 

12.9 

14.0 

28.1  117.0 

5.1 

20.3 

48/29 

47 

26 

Publishing 

>3  ACCLAIM  ENTERTAINMENT 

284.7 

65.7 

30.5 

21.6  133.6 

7.6 

24.9 

28/6 

25 

50 

Software 

14  AMSCO  INTERNATIONAL 

515.2 

17.1 

16.0 

27.4  -14.6 

5.3 

12.7 

31/1  1 

12 

14 

Surgical  Products 

'.5  ARBOR  DRUGS 

521.9 

14.0 

15.4 

1 7.0      II  .4 

3.2 

13.5 

24/16 

17 

1 6 

Dnitj  Srnrp^ 

16  WABASH  NATIONAL 

331.0 

43.3 

27.2 

12.7  52.7 

3.8 

16.8 

30/16 

28 

25 

Truck  Trailers 

>7  MICHAELS  STORES 

533.8 

22.5 

14.4 

22.1  48.0 

4.1 

13.5 

35/22 

30 

23 

Arts  &  Crafts 

18  MYLAN  LABORATORIES 

231.6 

62.1 

33.1 

75.4  77.0 

32.5 

22.8 

38/20 

25 

25 

Pharmaceuticals 

19  TULTEX 

535.8 

30.9 

14.1 

20.7  99.9 

3.9 

12.4 

1 1/7 

9 

13 

Knit  Outerwear 

10  SYSTEM  SOFTWARE  ASSOCIATES 

238.8 

33.2 

32.5 

20.8  3.5 

8.7 

24.6 

26/10 

17 

22 

Software 
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Introducing  second  business 

day  service  to  Europe 
by  noon,  or  your  money  back 


For  those  of  you  who  believe 

every  second  counts, 
that's 18,000  seconds  sooner 
than  the  competition. 

( )nce  again  Federal  Express  is  shaking  up      of  the  U.S.  If  we  don't,  we'll  refund  your  ship- 
the  world  of  shipping.  Because,  now,  while     ping  charges.*  Imagine  what  you  can  do  with 
everybody  else  is  still  trying  to  get  your         five  hours  to  gain  and  nothing  to  lose.  For 
package  delivered  by  5  pm  the  second  busi-    more  information  about  our  new  noon  service 
ness  day.  Federal  Express  can  deliver  to        or  about  the  thousands  of  other  cities  across 
over  5' i  utie<  across  Europe  by  noon  I  H^Pf^l  Europe  that  we  serve,  just  call 
the  second  business  day  from  much  ^&*&Sr    1-KO0-LM7- 17  17  d  I      1-mm  •-:_'>  i; 

Our  Most  Important  Package  Is  Yours. 

■ 


SCOREBOARD 


12-MONTH 
SALES 
$  MIL 

CHANGE 

:  Yt  AR 
AVERAGE 
INCREASE 
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{  Mil 

CHANGE 
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1992 

% 

12-MONTH 
PROfIT 
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1001 

1  77J 
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% 

STOCK  DATA 

U  rflMPAUV 
\  LUnrAH! 

FROM 
1992 

HIGH/LOW 
PRICE 

RECENT 
PRICE 

P-E 
RATIO 

INDUSTRY 
ucjiitir  nun 

1  RUSS  BERRIE 

407.8 

20.7 

21.7 

48.9 

17.4 

12.0 

20.8 

Lil  1  2 

1  A 

1  4 

6 

Gift  Items  &  Dolls 

2  JUSTIN  INDUSTRIES 

477.6 

16.5 

17.3 

32.2 

94.3 

6.7 

20.0 

25/  1 2 

2  1 

18 

Footwear 

3  HOVNANIAN  ENTERPRISES 

447.1 

39.9 

19.1 

10.5 

312.6 

2.3 

7.0 

1  A  IQ 
1  4/7 

1  A 

1  4 

31 

Homebuilder 

4  OAKWOOD  HOMES 

281.7 

36.1 

29.4 

20.3 

63.5 

7.2 

9.5 

26/  1  S 

Li 

20 

Manufactured  Housing 

5  CROMPTON&KNOWLES 

550.9 

16.4 

12.5 

48.5 

21.7 

8.8 

22.1 

2/7 1  8 

20 

21 

Dyes  &  Chemicals 

6  LENNAR 

509.5 

41.8 

15.0 

33.1 

24.2 

6.5 

7.6 

36/20 

36 

23 

Homebuilder 

7  D.R.  HORTON 

213.5 

39.8 

32.9 

10.3 

6.1 

4.8 

16.8 

i  en 
1  bl  1 

1  A 

21 

Homebuilder 

8  ENRON  OILS  GAS 

531.2 

31.9 

13.1 

124.4 

71.3 

23.4 

14.6 

C  A  /->  "7 

54/2/ 

50 

32 

Oil/Gas  Production 

9  NABORS  INDUSTRIES 

305.8 

12.2 

26.8 

36.4 

8.7 

1  1.9 

17.9 

1  1/6 

1 0 

19 

Oil/Gas  Drilling 

0  AMERICAN  FREIGHTWAYS 

292.9 

24.2 

27.6 

16.2 

53.1 

5.5 

16.3 

">  1  IQ 
2  1  /7 

1  o 
1  0 

32 

Trucking 

1  HORIZON  HEALTHCARE 

232.2 

46.1 

31.3 

7.8 

54.8 

3.4 

17.0 

1  1 IQ 

1  In 

1  2 

19 

Nursing  Care 

2  FILENE'S  BASEMENT 

550.5 

12.9 

1  1.4 

10.2 

^0.1 

1.9 

9.0 

-\  A  l~l 

L4I I 

Q 

y 

19 

Clothing  Stores 

3  JAN  BELL  MARKETING 

328.2 

27.5 

25.2 

0.5 

-94.9 

0.1 

0.2 

Lin 

o 

7 

300 

Jewelry 

4  SUPERMACTECHNOLOGY 

166.1 

69.9 

35.2 

7.8 

68.0 

4.7 

14.3 

">  C  IQ 

2i>/7 

1  r 

1  5 

16 

Computer  Peripherals 

5  ALZA 

233.0 

22.6 

31.0 

74.1 

NM 

31.8 

16.9 

rA/|Q 

50/ 1 V 

24 

26 

Pharmaceuticals 

6  MEGAFOODS STORES 

347.7 

33.6 

23.5 

2.8 

NM 

0.8 

5.2 

20/  / 

1 0 

26 

Grocery  Stores 

7  MORGAN  KEEGAN 

197.6 

16.0 

32.9 

28.7 

28.1 

14.5 

29.1 

1  *3  IQ 

1  3/8 

1  3 

6 

Securities  Broker 

8  KENT  ELECTRONICS 

163.4 

49.0 

34.9 

8.0 

23.1 

4.9 

9.5 

TO/  1  O 

287  1  7 

T  A 

20 

Elect.  Parts  Dist. 

9  PIEDMONT  NATURAL  GAS 

543.8 

24.3 

10.6 

40.7 

24.8 

7.5 

13.3 

26/ 1  o 

26 

17 

Gas  Distribution 

0  TJ  INTERNATIONAL 

467.6 

35.6 

15.2 

7.6 

NM 

1.6 

5.2 

'WILL 

44 

45 

Building  Products 

1  AUTODESK 

395.1 

34.6 

19.5 

50.0 

-2.8 

12.7 

18.7 

5//3V 

A  O 

48 

24 

Software 

2  KIRBY 

319.8 

48.4 

24.0 

16.7 

24.2 

5.2 

13.0 

21/10 

2  1 

30 

Barge  Transport 

3  DIAGNOSTEK 

395.9 

24.0 

19.2 

2.5 

-81.1 

0.6 

1.5 

1  O// 

1 8/6 

1  3 

130 

Mail  Order  Drugs 

4  MCDONALD  &  CO.  INVESTMENTS 

183.6 

31.8 

32.3 

17.4 

44.5 

9.5 

22.4 

1  C  IQ 
1  3/7 

1  r 

7 

Securities  Broker 

5  RAYMOND  JAMES  FINANCIAL 

412.2 

19.0 

18.0 

45.0 

16.9 

10.9 

23.5 

TO/  1  c 

28/  1  5 

26 

8 

Securities  Broker 

6  INTER-REGIONAL  FINANCIAL 

464.6 

1  1.5 

14.3 

37.8 

24.6 

8.1 

24.9 

27/ 1  3 

17 

6 

Securities  Broker 

7  QUALITY  FOOD  CENTERS 

490.3 

15.1 

12.6 

27.1 

19.5 

5.5 

22.2 

40/26 

32 

23 

Grocery  Stores 

8  GATES/FA  DISTRIBUTING 

307.3 

32.7 

23.9 

5.8 

108.6 

1.9 

17.8 

1  9/7 

1  O 

1 8 

20 

Computer  Distributor 

9  BUFFETS 

285.0 

27.0 

25.3 

17.1 

27.4 

6.0 

23.1 

t  i  / 1  i 
21/11 

20 

35 

Restaurants 

0  ALLWASTE 

287.4 

34.6 

25.1 

1  1.0 

0.0 

3.8 

10.9 

o/4 

r 

5 

16 

Industrial  Wastes 

1  EQUITABLE  OF  IOWA 

483.5 

17.8 

12.6 

66.0 

137.1 

13.6 

16.8 

36/ 1  6 

"i  A 

34 

15 

Insurance 

2  SCIMED  LIFE  SYSTEMS 

237.3 

22.8 

27.8 

55.9 

68.7 

23.5 

27.8 

/ft)-)") 

68/33 

r  a 

54 

15 

Medical  Products 

3  SLM  INTERNATIONAL 

257.3 

37.6 

26.4 

19.0 

67.3 

7.4 

19.0 

a  i  / 1  r 

41/15 

A  1 

4 1 

26 

Toys/Sporting  Goods 

4  FRETTER 

366.5 

17.6 

19.5 

5.8 

63.7 

1.6 

8.6 

4/2 

3 

8 

Appliance  Stores 

5  CENTURYTELEPHONE 

396.0 

26.9 

17.5 

67.8 

45.2 

17.1 

17.0 

33/22 

30 

21 

Local  Telephone 

6  THOMAS  NELSON 

162.9 

69.9 

32.0 

4.6 

-25.1 

2.8 

8.2 

21/14 

21 

48 

Publishing 

7  BOMBAY 

231.7 

31.7 

27.4 

8.2 

-14.7 

3.5 

1  1.8 

44/14 

44 

125 

Furniture  Stores 

3  TOLL  BROTHERS 

332.8 

55.5 

20.9 

21.7 

189.2 

6.5 

14.8 

17/8 

13 

19 

Homebuilder 

9  DELWEBB 

391.6 

50.1 

17.3 

16.9 

19.9 

4.3 

8.5 

21/12 

13 

12 

Homebuilder 

D  INDIANA  ENERGY 

491.5 

23.1 

1  1.0 

38.3 

47.9 

7.8 

15.6 

37/28 

37 

14 

Gas  Distribution 
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SCOREBOARD 


1 ")  MfiNTU 

I  z-nuii  i  n 
SALES 
$  MIL. 

illANGI 
FROM 
1992 

7. 

3-YEAR 

INCREASE 

% 

1  )  Mi  lMll-1 

l  L-\  Win  \  n 
PROFITS 
$  MIL 

CHANCE 
FROM 
1992 

% 

1 2-MONTH 

PROf  IT 

MARGIN 
1993 

RETURN  'ON 
l  u  n  1 1  u  n 
EQUITY 

% 

STOCK  DATA 

RANK  COMPANY 

HIGH/LOW 
PRICE 

RECENT 
PRICE 

P-E 
RATIO 

INDUSTRY 
DESCRIPTION 

1  7  1    BMf  CA[T\A/Afi[ 
1  /  1   DHL  jUM  WAKt 

1  C  1  A 

Zb  3.U 

1Q  Q 
Zo.9 

ICO 

zb.o 

7A  A 

/U.4 

A  A  1 
4U.  1 

17  O 

LI  .o 

"3  1  C 

3  1  .b 

OA  /1Q 

o4/39 

56 

1  I 
Z  1 

Software 

171  TIMRCPIAKin 
1  /  /   1 II  lot  KLHNU 

J  jo. 4 

"3Z  0 
36. 0 

in  z 
zU.o 

1  C  Q 

1  D.7 

/  1  / 

o3.o 

A  7 

1  A  C 
1  4.o 

AA/  1  "3 

oU/ 1  3 

r.  r 
J  J 

Footwear 

1  71  flWTA( 
1  15  LIN  1  A3 

4bZ./ 

1  1  7 
1  L.I 

i  ~i  i 
1  3.3 

AA  O 
44.7 

1  "3  A 

Z3.U 

Q  O 

9.9 

1  7  1 

1  /.3 

"3  t  /I  C 

3  l/Zb 

1  o 
Zo 

IO 

Z9 

Uniform  Rentals 

1  ~7A  inuw  U  UADI  Awn 
1  /4  JUHN  M.  HAKLANU 

/I  Q  1  1 
471.1 

1  1  c 

z  1  .b 

1  A  Q 
1  U.7 

Z.A  C 

b4.b 

1  "3  1 

1  3. 1 

i  i  i 

1  1 . 1 

1 1  i 
Z  1  .Z 

lO/l  "3 

Lol  Li 

1Z 

Z6 

1  6 

Financial  Stationery 

I7C  Min  AMCDIfAW  U/ACTC  CVCTCMC 
l/b  rllU-Antl\H.AN  WAilt  lljltni 

1  7  1  A 
1  /  1  .U 

1  C  Q 

1  b.9 

*3A  Q 

1  O  1 

1  o.3 

A  1 

—4. 1 

1  A  7 
1  V.I 

Z  1 

o.Z 

1  Q/Q 

1  o/9 

i  i 
1  1 

1  A 

\  4 

Waste  Management 

1  7 '  L    MIITMCf  1 M  HI  KTD 1 C  C 

1  lb  NUIrltlj  INUUilKIti 

1  L  L.  7 
1  DO.  / 

17  A 

z/.U 

in  o 
3U.9 

1  1  O 

1  1  .o 

,1  O  I 

7  1 

/.  1 

1  1  z 

1  3.6 

1  c  /o 
1  b/o 

1  r 

1  b 

i  ~j 
15 

Sportswear 

1  77  f  ATA 
1  /  /  LA  1 U 

3  loA 

17  1 
LI .  1 

1  7  A 

1  /  .4 

Z3.9 

7Q  1 

/o.3 

/  1 

o.3 

1  1  A 

L  1 .4 

1/4/  1  1 

Z4/ 1  1 

11 

zz 

LI 

Clothing  Stores 

1  7Q  (ACTU/ADE  CDCCTDIIM 

l/o  iUr  1  WAKb  ir tL  1  KUn 

1 11  C 
L5L.D 

1 1  £ 
5  3.6 

1Z  A 

lb  A 

/  7 

O.I 

A  7  L 

1  o 

Z.7 

1  "3  A 

1  3.U 

1  1  /1A 

3  1  /ZO 

1  L 

Lo 

|  r 
1  5 

Software  Dist. 

1  7Q   EVDCniTADC  IMTI  AA/ACUIMrTAM 

1/7  tArtUI lUKl  INI  L./VVAjnINlilUN 

1/41  A 

.34/. 4 

1  Q  7 
1  O.I 

1  Q  C 

1  9.b 

1  A  L 
1  U.O 

A  7 

—0.1 

1  | 

3. 1 

1  1  o 

1  Z.o 

1  C  /I  c 

3b/Zb 

1Q 

Z9 

|  7 
1  / 

Freight/Customs  Service 

IOA   i  IIKl/l  !  M  T  C  DM  A  T 1 A  M  A  1 

1  oU  LIUiKI  1 N 1 1 UNA  1 IUNAL 

1/4A  7 

Z40./ 

"37  7 
51.1 

ICQ 

zb.o 

3.4 

1 Q  1 

Zo.  1 

1  A 

1 .4 

1  1  z 

Z3.0 

1  "3  /Z 

1  3/6 

1  A 

!  U 

1  A 

1  0 

Computer  Component  Dist 

IOI    WC\A/  ICDCCV  DCCAIIDfCC 

lol  NtWJtRitT  KtjUURLti 

/I  C  A  Q 

4b0.9 

1  4  z 
1  4.6 

1  1  7 

1  z./ 

1 1  i 
3  1.1 

17  A 

LI  V 

z  o 
6.9 

i  i  i 
1  1  .Z 

io/i  1 
Z9/Z  1 

1Q 

Z9 

1  7 
1  / 

Gas  Distribution 

1  oZ  iULIIHtKN  t  LtL  1  KLIN  (Lb 

ZZo.4 

AC\  Z 

4U.6 

1Z  "3 

Zo.3 

L  O 

o.o 

"3  1  /I 

3  1 .4 

1  A 

3.U 

"317 

iL.I 

1  0/7 

1  9/  / 

1 1 
1  Z 

1  3 

Computer  Distributor 

1  Ol    CACTCV  CWCDTV 

lo3  t Al  1 1 a t NtKu Y 

1  C  1  O 

Zb3.o 

OO  o 
OO.O 

1/17 

Z4./ 

1  A 

LA 

1  /I  c 

34. b 

A  O 

0.9 

1  A  £. 

1  4.6 

O  i  A 

o/4 

Q 
O 

1  6 

Lias  Iransmission 

1  OA    IMTC  DTD  AMD  UC  Al  TUfAD  C 

1  o4  INIEKLiKUUr  HtALI HLAKt 

344.6 

111 

3Z.3 

1  O  7 

1  O./ 

1  7  A 
1  1 A 

ICO 

3b. o 

r  1 

b.  1 

1Q  1 

Z9.Z 

1 1  /  1  o 
5  Li  1  9 

3  1 

|  "7 

Managed  Health  Care 

1  OC  ATMCI 

loi>  AlrltL 

1  /Z.b 

/I  Z  1 

46.3 

lO  A 

Z9.4 

1  o  o 
1  9.9 

1  Al  O 

1  UZ.o 

1  1  .b 

1  1  z. 

1  3.6 

~*  C  IO 

jb/o 

1 1 
33 

1 1 
3  1 

Semiconductors 

1  Q£    1  Cf  UTCD( 

loo  Lt LH i b Ki 

J  1  /.6 

1 0  O 

zo.9 

1A  1 

ZU.3 

1  C  "3 

1  b.3 

1  C  Q 

1  b.o 

4.o 

1 1  i 
1  Z.  1 

i/i/i  i 
Z4/ 1  1 

i  i 
1  1 

i  i 
1  3 

Houseware  Stores 

1  07   HDCVC  D'C  TO  A  MA  ICC  TOE  AM 

A  1  O  Z 

43o.6 

1  c  ^ 

1  b.6 

1  1  7 

1  L.I 

1  L.  O 

1  6.9 

1A  A 

ZU.4 

1  o 

3.o 

1  c  c 

1  b.b 

1 1  /  1  c 

32/ 1  b 

1  7 

LI 

1  A 

24 

Ice  Cream 

1  OO   fADDADATC  CACTVA/ADC 

loo  LUKrUKAIt  iUr IWAKt 

n  c  7 

TO  A 

2o.O 

1  O  £ 

1 9.6 

A  L. 

4.6 

O  A 

—9.0 

1  A 

\  A 

O  1 

o.Z 

1  A  l~7 
\  4// 

1  1 

1  A 

1 4 

Software  Dist. 

1  07  rlU N b b K-i  1 ANUAHU  b Lb L 1  KUNILi 

A£")  1 

46Z.Z 

11  A 

HA 

1  1  A 

1  1 .0 

1  A  1 

1 4.3 

1  1  1  1 

\  \  \  .L 

i  i 
3. 1 

1  Z  1 

1  o.Z 

1/1  /  1  A 

Z4/ 1 U 

ii 
ZZ 

1  b 

elect,  rarts  Uist. 

1  OA   EADCCT  1  ADADATADICC 

190  rUKbil  LAKUKAIUKIbi 

1AQ  1 

309.  j 

1  O  A 

1  9.4 

1A  L 

20.6 

L  7  O 

6/. 9 

io  z 
Zb.o 

1  1  Q 

Z  1 .9 

1  A  1 

1  4.Z 

A  C  /IO 

4b/Zo 

1  7 

51 

1  A 

Z4 

Pharmaceuticals 

IOI    AfTCI  f  AMMI 1  MIT  ATlAMt 

191  ULIbLLunnUNILAMUNi 

1  /I  o  c 

249. b 

h  i 
32. 1 

1  A  1 

24.2 

11  7 

LL.I 

/  i 
6. 1 

O  1 

9. 1 

1 1  i 
1  2.2 

1A/  1  C 

30/ 1  b 

1 A 

ZO 

|  7 
1  / 

Voice  Communications 

1  Al  TEIACDAU/CD 

192  IbJAi PUWbK 

230.4 

44.7 

25.4 

4.0 

1  73. b 

1  7 

1 .7 

1  A  7 

1 0.7 

1  A  /7 

1 0/7 

1 0 

')  1 

Gas  Mktg./Storage 

IOI  (IlklDICCMCAIfAl 

193  iUNKlib  nbUILAL 

JUi./ 

1  C  7 

3b./ 

1A  7 

20./ 

1  z  c 

1  6.b 

C  7  C 

b/.b 

C  /I 

b.4 

O  7 

O.I 

"31  /  1  O 

5  LI  \  o 

1  c 

Zb 

1 1 
Z  1 

Medical  Products 

1  QA    1  AM  DCCCADfU 

194  LAM  KbibAKLH 

26b. 0 

b4.6 

1 1  A 

23.0 

1  o  o 

1 8.9 

90. 1 

7  I 

7. 1 

1  /I  C 

1 4.b 

A  Q  1  1  1 

49/ 1  3 

/I  Q 

49 

A  1 

42 

Special  Machinery 

i  oc  rucMcri 
19b  LHhntL) 

4bo.O 

22.0 

1  A  7 

1 0.7 

1  C  7 

1  b.l 

1  o 

-1 .8 

~>  A 

3.4 

1  1  A 

1  1 .4 

ii/i/i 
3Z/24 

32 

1  9 

Janitorial  Products  Dist. 

i  r\ /    i  ti  r  a r» u  a t i  a i\  nrr  Aimrrc 

196  INFORMATION  KESOURCES 

306.5 

24.9 

1 9.9 

20.8 

1 5.3 

6.8 

1 0.7 

40/2 1 

40 

/i  n 

49 

Information  Services 

1  07    MlfDAkllfC  f  AMDIITCDC 

19/  nlLRONlLS LOnPUIERi 

1  74.8 

i  a  a 

1 0.8 

27.6 

A  1 

9. 1 

1 

-1 .2 

5.2 

1  "7  A 

1  7.9 

O  /I 

8/3 

6 

7 

/ 

Circuit  Boards 

i  aa   a  i  itam  ATii/r  iiiruifT  iiai  ruu/T 

198  AUTOMOTIVE  INDUST.  HOLDINGS 

291.3 

26.2 

20.3 

19.3 

127.3 

6.6 

17.3 

31/13 

30 

24 

Auto  Parts 

1  QO  CDIT7 

*"1  A""*  A 

282.9 

r  A 

25.9 

20.8 

1  3.2 

1  ~i  *7 

1  3.7 

A  "7 

4.7 

z  1 .4 

1  A/  1  7 

30/ 1  7 

1 A 

30 

2 1 

Freight/Customs  Service 

200  CL01  HEil  1Mb 

334.0 

1  7. 1 

1 7.4 

9.3 

3  1 .6 

2.8 

1  /  ~7 

1 6.7 

1  ^  /A 

1 4/8 

1  A 

1  0 

i  / 
1  6 

Clothing  Stores 

201  ONE  PRICE  CLOTHING  STORES 

208.8 

35.7 

25.2 

7. 1 

1 7.9 

3.4 

1 6.8 

20/9 

i  A 

1 8 

1  "7 

1  7 

Clothing  Stores 

"^rv^   /~  Awr  n ii m r  li t  t  r  r  1 1  u  a  i  a/*u  cxirc 

202  GOVERNMENT  TECHNOLOGY  SVCS. 

422.3 

19.3 

1  1 .9 

6.3 

-3.1 

1 .5 

III 

11/1 

1  1/4 

10 

10 

Computer  Distributor 

203  XILINX 

193.4 

36.5 

26. 1 

30.2 

40.6 

15.6 

22.3 

46/1 5 

43 

34 

Semiconductors 

204  CALIFORNIA  MICROWAVE 

267.2 

34.3 

21.3 

10.0 

96.6 

3.7 

8.7 

28/10 

28 

29 

Communications  Equipment 

205  DESIGNS 

222.9 

27.5 

23.9 

13.6 

87.5 

6.1 

17.5 

25/10 

17 

20 

Clothing  Stores 

206  BIC 

438.6 

13.3 

10.3 

42.6 

27.7 

9.7 

20.9 

41/21 

30 

16 

Pens,  Lighters  S  Shavers 

207  CHRIS-CRAFT  INDUSTRIES 

41  1.3 

46.2 

1  1.9 

149.1 

152.3 

36.3 

12.8 

42/25 

42 

8 

Television  Stations 

18  FRESENIUSUSA 

159.9 

40.6 

27.5 

1.3 

NM 

0.8 

4.1 

9/3 

8 

89 

Medical  Products 

AIRGAS 

428.8 

16.8 

10.6 

14.2 

69.6 

3.3 

1  I.I 

38/14 

37 

41 

Specialty  Gases 

0  ADVANTA 

364.4 

13.2 

14.6 

63.2 

85.8 

17.3 

23.6 

58/16 

58 

23 

Personal  Loans 
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How  to 


denly,  you  have  more  control 
your  time.  You  can  schedule 
tings  with  dozens  of  people  at 

|  once.  No  more  tele- 
:::::!f     phone  tag.  No  more 

time  lost  rhasing  Imi.x\  people. 
ie  and         Welcome  to  Time  and 
lace     Place/2T"  the  leading  edge 
\  time  management  solution  from  IBM 


make 


IBM 

Client/Server 
Workgroup 
Software 


3v 


more 


views,  i 

)i  your  most 


s  a  powerhouse  of 
luctivity. 

Time  and  Place/2  helps 
inize  everything.  From  priori 
I  "to  do"  lists  to  deadline 
rms"  to  plans  of  people 
their 

*ned  tasks. 
>es  routine 
duling, 


— HH  — mm  — mm  U  ctlll 

valuable 


)1  people  A 


i  i.mji  um<-j  i  in  iii  i  an— 

ai    Jmected    Edit    ¥iew  Help 


Mat  07.1993 
Mar  13.1993 


S    M    T    W    T    F  S 


Status  meeting 


1:30pm    5:00pm  Qua 

10,1993  Wednesday 

11,1983  Thursday 

0:00am  1 1 :30am  Tea 

n  work  session 

2:30pm    1:00pm  Con 

erence  Call  with  NY 

1 :00pm   3:00pm  Dep 
3:30pm   5:00pm  Doc 

artment  meeting 

I 


12,1993  Friday 


Selected  Date 

Mar  11,1993 


posts  updates,  and  displays 
designated  users'  per- 
sonal calendars  with 
daily,  weekly  and  monthly 
views.  And  much  more. 

Time  and 
Place/2  can  search 
for  a  time  everyone 
is  free  for  a  meet- 
ing— then  schedule 
it  automatically.  It  can 
even  remind  you  as 
the  time  nears. 

With  its 
state-of-the- 
art  graphical 
user  interface,  Time  and  Place/2  is  easy  to  learn 
and  use.  Based  on  OS/2 "  2.0,  it  lets  you  harness  the 
32-bit  power  of  todays  386+  machines.  So  its 
ideal  for  client/server  environments.  What's  more, 
it  also  works  with  DOS  workstations  under 
Microsoft  Windows!"  And  it  lets  you  communicate 
through  E-mail  over  other  networks. 

On-line  help  is  always  available.  And  it 
comes  with  IBM's  world  class  service  and  support. 
Don't  lose  another  nanosecond.  Call  now  to 
order  Time  and  Place/2  or  to  get  a  free  demo 
diskette.  Dial  1  800  IBM-Call,  ext.  S41.  In 
Canada,  to  order  or  for  more  information,  call 
1  800  465-1234,  ext.  379. 

Time. 


and  Place/2,  another  software  application  from 
Programming  Systems. 


IHH  d  OS/2  are  registered  trademarks  and  Time  and  Place/2  is  a  trademark  of  International 

3h  'ss  Machines  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation  ©1993  IBM  Corp, 


Van  Kampen  Merritt 


WHAT  DO  WE  NEED  TO  GET  MORE 
THAN  JUST  TAX-FREE  INCOME? 


Merritt 
Insured 
M«n/c/'pa/s 
Income  Trust 


DIRECTION. 


Today,  you  hear  a  lot 
about  higher  taxes  and 
the  advantages  of  tax-free 
income.  The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust ,:  is  designed  to  offer  even  more:  monthly 
income  exempt  from  federal,  and  depending  on  where 
you  live,  state  and  local  income  taxes;  plus  insurance 
for  prompt  payment  of  principal  and  interest. 


Discover  real,  after-tax  earning  power  and 
the  benefits  of  insurance.  Ask  your  investment 
representative  for  an  investor's  brochure  and  a 
prospectus  containing  more  information,  including 
charges  and  expenses;  please  read  them  carefully 
before  you  invest  or  send  money. 

Or, call  direct:  1-800-DIALVKM  ext.  1 

(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


06 


Van  Kampen  Merritt 

Investing  With  A  Sense  Of  Direction  s 


■ 


Ask  your  investment  representative  about  special  state  trusts  offering  income  that 's  double  or  triple  tax  free. 

The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus;  no  representation  is  made  as  to  the  insurer's  ability  to  meet  its 
commitments,  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  not  remove  market  risk. 
The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions,  therefore,  the  redemption  value  of  Trust  units  may  be 
more  or  less  than  the  original  value.  Units  may  or  may  not  be  available.  ®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


SCOREBOARD 


I  COMPANY 


1 2-MONTH 
SALES 
$  MIL- 


CHANGE 
FROM 
1992 

% 


3-YEAR 
AVERAGE 
INCREASE 

% 


12-MONTH 
PROFITS 
$  MIL. 


CHANGE 
FROM 
1992 

% 


12-MONTH 
PROFIT 
MARGIN 

1993 


RETURN  ON 
COMMON 
EQUITY 

% 


STOCK  DATA 


HIGH/LOW 
PRICE 


RECENT 
PRICE 


P-E 
RATIO 


INDUSTRY 
DESCRIPTION 


1  COMPUWARE 

247.6 

31.1 

21.7 

37.8 

NM 

15.3 

21.1 

34/19 

27 

25 

Software 

2  BMC  WEST 

335.1 

32.6 

16.2 

5.7 

124.6 

1.7 

15.3 

19/8 

18 

14 

Building  Supply  Stores 

6    rr  /  "",VJ 

3  QUICK  &REILLY  GROUP 

209.6 

24.8 

24.0 

32.1 

30.3 

15.3 

18.0 

36/18 

36 

12 

Securities  Broker 

4  PATTERSON  DENTAL 

342.8 

23.7 

15.6 

13.2 

54.9 

3.9 

24.8 

30/16 

30 

33 

Dental  Product  Dist. 

5  DRESS  BARN 

399.9 

14.4 

12.1 

18.1 

19.9 

4.5 

13.5 

24/10 

13 

16 

Clothing  Stores 

6  NICHOLS  RESEARCH 

153.9 

44.1 

27.3 

6.9 

20.6 

4.5 

13.6 

19/12 

13 

12 

Engineering  Services 

7  SYNCOR  INTERNATIONAL 

230.9 

17.8 

22.4 

10.2 

32.2 

4.4 

16.8 

27/15 

16 

17 

Nuclear  Medicine  Dist. 

8  ROADMASTER  INDUSTRIES 

267.3 

23.9 

20.1 

5.2 

-0.5 

1.9 

33.6 

4/1 

3 

18 

Bicycles/Leisure 

9  DISCOUNT  AUTO  PARTS 

176.8 

25.2 

25.5 

1 1.9 

53.3 

6.7 

14.9 

31/21 

26 

30 

Auto  Supplies  Stores 

0  HEALTH  MANAGEMENT  ASSOC. 

305.2 

12.9 

17.4 

29.7 

51.2 

9.7 

16.1 

35/16 

34 

22 

Hospitals 

1  STEIN  MART 

307.8 

26.0 

17.2 

14.9 

5.1 

4.9 

27.5 

35/15 

34 

35 

Clothing  Stores 

2  R.P.  SCHERER 

403.1 

13.0 

1  1.2 

29.2 

455.3 

7.2 

14.4 

39/24 

29 

24 

Pharmaceuticals 

3  SYRATECH 

203.4 

30.3 

23.5 

16.5 

20.4 

8.1 

14.2 

23/13 

14 

9 

Silverware 

4  BHC  COMMUNICATIONS 

385.5 

48.9 

12.1 

230.9 

132.3 

59.9 

14.0 

76/59 

76 

9 

Television  Stations 

5  VIVRA 

210.0 

37.9 

22.9 

21.3 

22.9 

10.2 

13.8 

35/22 

33 

20 

Dialysis  Services 

6  AUGAT 

394.3 

20.1 

1  1.4 

9.5 

NM 

2.4 

4.9 

21/10 

20 

40 

Electronic  Components 

7  ADOBE  SYSTEMS 

281.9 

1 1.8 

18.4 

45.0 

-17.3 

16.0 

17.6 

37/13 

20 

20 

Software 

8  CASH  AMERICA  INTL. 

207.3 

30.3 

22.7 

12.7 

9.9 

6.1 

8.1 

1  1/6 

8 

18 

Pawnshops 

9  SNYDER  OIL 

160.8 

57.1 

25.6 

23.4 

85.7 

14.6 

9.2 

23/9 

21 

28 

Oil/Gas  Production 

0  BED  BATH  &  BEYOND 

232.7 

31.5 

21.0 

16.9 

33.0 

7.3 

29.1 

29/10 

29 

57 

Houseware  Stores 

1  LINEARTECHNOLOGY 

150.9 

26.3 

26.0 

36.4 

45.6 

24.2 

22.4 

35/18 

33 

34 

Semiconductors 

2  SUPERIOR  INDUSTRIES  INTL. 

371.0 

21.2 

12.2 

38.7 

52.4 

10.4 

24.2 

46/13 

43 

34 

Auto  Parts 

3  UNITED  RETAIL  GROUP 

351.1 

22.5 

13.5 

10.1 

NM 

2.9 

1  1.2 

30/12 

12 

16 

Clothing  Stores 

4  ALLOU  HEALTHS  BEAUTY  CARE 

169.7 

23.7 

24.7 

3.2 

46.9 

1.9 

15.4 

10/6 

9 

15 

Health/Beauty  Dist. 

5  MEN'S  WEARHOUSE 

194.6 

34.9 

23.1 

6.7 

59.0 

3.5 

13.0 

23/8 

22 

36 

Clothing  Stores 

6  CAGLE'S 

293.8 

33.7 

16.9 

6.5 

204.2 

2.2 

24.2 

31/10 

25 

8 

Poultry 

7  STEWART  INFORMATION  SVCS. 

309.2 

24.1 

15.5 

17.7 

1  15.4 

5.7 

13.6 

30/14 

28 

6 

Title  Insurance 

8  INVACARE 

336.5 

21.9 

13.8 

19.6 

24.7 

5.8 

15.8 

28/19 

24 

18 

Medical  Products 

9  DAMARK  INTERNATIONAL 

296.3 

19.0 

16.2 

2.8 

59.0 

0.9 

8.9 

17/4 

17 

47 

Catalog  Sales 

0  GREEN  TREE  FINANCIAL 

283.3 

22.8 

17.0 

91.3 

42.1 

32.2 

28.4 

49/16 

48 

16 

Mfg.  Home  Finance 

1  SURGICAL  CARE  AFFILIATES 

213.9 

29.9 

21.2 

30.7 

29.7 

14.4 

19.0 

30/15 

17 

20 

Outnatipnt  Medical  Sprvicps 

2  RYAN'S  FAMILY  STEAK  HOUSES 

370.2 

13.8 

1  1.4 

29.8 

23.6 

8.1 

13.3 

12/7 

9 

16 

Restaurants 

3  MEDIPLEX  GROUP 

328.7 

33.2 

13.9 

6.1 

^5.2 

1.9 

6.9 

28/13 

23 

31 

Nursing  Care 

4  UNI-MARTS 

338.5 

13.4 

13.2 

2.6 

37.0 

0.8 

9.3 

6/2 

6 

16 

Convenience  Stores 

5  ZILOG 

180.6 

49.9 

22.8 

21.5 

65.0 

1 1.9 

14.7 

33/16 

33 

27 

Semiconductors 

6  ORBITAL  SCIENCES 

182.2 

25.8 

22.7 

3.7 

94.3 

2.0 

3.9 

16/9 

16 

49 

Space  Vehicles 

7  SUNGARD  DATA  SYSTEMS 

357.0 

20.3 

1 1.2 

32.3 

36.2 

9.1 

1  1.0 

40/24 

40 

20 

Computer  Services 

8  AMERICAN  MANAGEMENT  SYSTEMS 

353.8 

17.8 

1  1.4 

18.2 

32.4 

5.2 

20.1 

24/15 

18 

17 

Computer  Services 

9  LEGG  MASON 

346.5 

13.4 

1 1.7 

30.7 

25.0 

8.9 

17.4 

30/21 

29 

9 

Securities  Broker 

0  SEQUENT  COMPUTER  SYSTEMS 

329.0 

30.6 

12.8 

14.1 

NM 

4.3 

5.7 

24/1  1 

15 

29 

Computers 
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Park  Avenue. 

Its  heated  drivers  seat  should 
warmly  received. 

Standard  dual  air  bags,  anti-lock  brakes  and 
DynaRide'suspension.  Even  warm  touches  like 
an  available  heated  driver's  seat.  You'll  be  very 
comfortable  with  the  quality  of  your  Park  Avenue. 
To  find  out  more,  call  1-800-4A-BUICK. 


v 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


SCOREBOARD 


Alphabetical  List  o|  Companies 


1PANY 


STOCK 

SYMBOL     RANK  COMPANY 


STOCK 
SYMBOL  RANK 


COMPANY 


STOCK 
SYMBOL  RANK 


:CLA!M  ENTERTAINMENT  AKLM  123 

/ster  Bay,  NY  516-624-8888 

IAMS  RESOURCES  AE  I 

luston.TX  713-797-9966 

iAPTEC  ADPT  58 

Ipitas.  CA  408-945-8600 

iOBE  SYSTEMS  ADBE  227 

mntain  View,  CA  415-961-4400 

iVANTA  ADVNA  210 

lymont,  DE  302-791-4400 

S  AESC  54 

iington.VA  703-522-1315 

CO  AGCO  114 

rcross,  GA  404-447-5546 

U5AS  ARG  209 

dnor.PA  215-687-5253 

EX.  BROWN  AB  91 

Itirnore,  MD  410-727-1700 

LOU  HEALTH  &  BEAUTY  CARE  ALU  234 

:ntwood,NY  516-273-4000 

LWASTE  ALW  160 

uston.TX  713-623-8777 

!A  AZA  145 

lo  Alto,  CA  415-494-5000 

ERICAN  FREIGHTWAYS  AFWY  140 

rrison.AR  501-741-9000 

ERICAN  MANAGEMENT  SYSTEMS  AMSY  248 

ington.VA  703-841-6000 

ERICAN  POWER  CONVERSION  APCC  57 

ist  Kingston,  Rl  401-789-5735 

SCO  INTERNATIONAL  ASZ  124 

tsburgh,  PA  412-338-6500 

THEM  ELECTRONICS  ATM  101 

ljose.CA  408-453-1200 

PLIED  MATERIALS  AMAT  21 

ita  Clara,  CA  408-727-5555 

BOR DRUGS  ARBR  125 

ly.MI  313-643-9420 

LLAND  COAL  ACI  94 

ntington,  WV  304-526-3333 

1EL  ATML  I85 

Jose.  CA  408-44 1 -03 1 1 

GAT  AUG  226 

nsfield,  MA  508-543-4300 

rODESK  ACAD  I5I 

isalito.CA  4 1 5-332-2344 

TOMOTIVE  INDUSTRIES  HOLDINGS  AIHI  1 98 
meapolis.MN  6 1 2-332-6828 


BAKER  (J.)  JBAK    1 05 

Canton,  MA  6 1 7-828-9300 

BED  BATH  &  BEYOND  BBBY  230 

Springfield,  NJ  20 1 -379- 1 520 

BHC  COMMUNICATIONS  BHC  224 

New  York,  NY  2 1 2-42 1 -0200 

BIC  BIC  206 

Milford,  CT  203-783-2000 

BIOGEN  BGEN  66 

Cambridge,  MA  6 1 7-252-9200 

BIOMET  BMET  I20 

Warsaw,  IN  2 1 9-267-6639 

BMC  SOFTWARE  BMCS  I7I 

Sugar  Land,  TX  7 1 3-240-8800 

BMC  WEST  BMCW  2I2 

Boise,  ID  208-338- 1 750 

BOB  EVANS  FARMS  BOBE  82 

Columbus,  OH  6I4-49I-2225 

BOMBAY  BBA    1 67 

Fort  Worth,  TX  8 1 7-347-8200 

BOSTON  SCIENTIFIC  BSX  93 

Watertown,  MA  6 1 7-923- 1 720 

BRINKER  INTERNATIONAL  EAT  56 

Dallas,  TX  2 1 4-980-99 1 7 

BUFFETS  BOCB    1 59 

Eden  Prairie,  MN  6 1 2-942-9760 


CABLETRON  SYSTEMS  CS  47 

Rochester,  NH  603-332-9400 

CAGLE'S  CGL.A  236 
Atlanta,  GA  404-355-2820 

CALIFORNIA  MICROWAVE  CMIC  204 
Sunnyvale,  CA  408-732-4000 

CASH  AMERICA  INTERNATIONAL  PWN  228 

Fort  Worth,  TX  8I7-335-II00 

CATO  CACOA    1 77 

Charlotte,  NC  704-554-85 1 0 

CENTURY  TELEPHONE  ENTERPRISES  CTL    1 65 

Monroe,  LA  3 1 8-388-9500 

CHEMED  CHE  I95 

Cincinnati,  OH  5 1 3-762-6900 

CHRIS-CRAFT  INDUSTRIES  CCN  207 

New  York,  NY  2 1 2-42 1 -0200 

CINTAS  CTAS    1 73 

Cincinnati,  OH  5I3-459-I200 

CIRRUS  LOGIC  CRUS  75 

Fremont,  CA  5 1 0-623-8300 

CISCO  SYSTEMS  CSCO  2 

Menlo  Park,  CA  4 1 5-326- 1 94 1 


CLAYTON  HOMES  CMH  I03 

Knoxville.TN  6 1 5-970-7200 

CLOTHESTIME  CTME  200 

Anaheim,  CA  7 1 4-779-588 1 

CML  GROUP  CML  34 

Acton,  MA  508-264-4 1 55 

COASTAL  HEALTHCARE  GROUP  CGRP  98 

Durham,  NC  9I9-383-0355 

COCA-COLA  BOTTLING  COKE  65 

Charlotte,  NC  704-55 1 -4400 

COMPUCOM  SYSTEMS  CMPC     1 4 

Dallas,  TX  2 1 4-265-3600 

COMPUWARE  CPWR  2II 

Farmington  Hills,  Ml  3 1 3-737-7300 

COMSAT  CQ  II7 

Washington,  DC  202-863-6000 

CONSOLIDATED  STORES  CNS  27 

Wilmington,  DE  302-478-4896 

CONTINENTAL  CAN  CAN  79 

Syosset,  NY  5 1 6-822-4940 

CONTINENTAL  MEDICAL  CNM  6 

Mechanicsburg,  PA  7 1 7-790-8300 

CORPORATE  SOFTWARE  CSOF    1 88 

Canton,  MA  6 1 7-82 1 -4500 

COUNTRYWIDE  CREDIT  INDUSTRIES  CCR  8 

Pasadena,  CA  8 1 8-304-8400 

COVENTRY  CVTY  84 

Nashville,  TN  6 1 5-39 1 -2440 

CRACKER  BARREL  OLD  COUNTRY  STORE  CBRL  69 
Lebanon,  TN  6 1 5-444-5533 

CROMPTON  &  KNOWLES  CNK    1 35 

Stamford,  CT  203-353-5400 

CUC  INTERNATIONAL  CU  67 

Stamford,  CT  203-324-926 1 


DAMARK  INTERNATIONAL  DMRK  239 

Minneapolis,  MN  6 1 2-53 1 -0066 

DENTSPLY  INTERNATIONAL  XRAY    1 02 

Rockford,  IL  8 1 5-395-9729 

DESIGNS  DESI  205 

Chestnut  Hill,  MA  6 1 7-739-6722 

DESTEC  ENERGY  ENG  I00 

Houston,  TX  7 1 3-735-4000 

DIAGNOSTEK  DXK    1 53 

Albuquerque,  NM  505-345-8080 

DISCOUNT  AUTO  PARTS  DAP  2I9 

Lakeland,  FL  8 1 3-687-9226 

DOLLAR  GENERAL  DOLR  23 

Nashville,  TN  6 1 5-783-2000 
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DRESS  BARN 

Stamford,  CT  203-327-4242 

DBRN 

215 

EXCEL  INDUSTRIES 
Elkhart,  IN  219-264-2131 

EXC 

116 

FRESENIUS  USA 

Walnut  Creek,  CA  510-295-0200 

FRN  2 

DREYER'S  GRAND  ICE  CREAM 
Oakland,  CA  510-652-8187 

DRYR 

187 

EXPEDITORS  INT'L.  OF  WASHINGTON 
Seattle.  WA  206-246-3711 

EXPD 

179 

FRETTER 

Livonia,  Ml  313-591-0600 

FTTR  1 

E 

F 

FRITZ 

San  Francisco,  CA  415-904-8360 

FRTZ  1 

EASTEX  ENERGY 

Houston,  TX  713-650-6255 

ETEX 

183 

FABRI-CENTERS  OF  AMERICA 
Hudson,  OH  216-656-2600 

FCA 

78 

FUTURE  NOW 

Cincinnati,  OH  513-792-4500 

FNOW 

ELECTROCOM  AUTOMATION 
Arlington,  TX  817-640-5690 

ECA 

40 

FIDELITY  NATIONAL  FINANCIAL 
Irvine,  CA  714-852-9770 

FNF 

32 

G 

ELECTRONIC  ARTS 

San  Mateo,  CA  415-571-7171 

ERTS 

51 

FILENE'S  BASEMENT 
Wellesley,  MA  617-348-7000 

BSMT 

142 

GATES/FA  DISTRIBUTING 
Greenville,  SC  803-234-0736 

GAFA  1 

EMC 

Hopkinton,  MA  508-435-1000 

EMC 

25 

FISERV 

Brookfield.  Wl  414-879-5000 

FISV 

III 

GENZYME 

Cambridge,  MA  617-252-7500 

GENZ 

ENRON  OIL  &  GAS 
Houston,  TX  713-853-6161 

EOG 

138 

FLEET  MORTGAGE  GROUP 
Columbia,  SC  803-929-7900 

FLG 

95 

GIDDINGS&  LEWIS 

Fond  Du  Lac.WI  414-921-4100 

GIDL 

EQUITABLE  OF  IOWA 

Des  Moines,  IA  515-245-6911 

EQIC 

161 

FOREST  LABORATORIES 
New  York,  NY  212-421-7850 

FRX 

190 

GOLDEN  POULTRY 
Atlanta,  GA  404-393-5000 

CHIK  1 

EQUITABLE  RESOURCES 
Pittsburgh,  PA  412-261-3000 

EQT 

48 

FRANKLIN  QUEST 

Salt  Lake  City,  UT  801-975-1776 

FNQ 

88 

GOODY'S  FAMILY  CLOTHING 
Knoxville.TN  615-966-2000 

GDYS  1 

SCORING  THE  ENTREPRENEURIAL  COMPANY  QUIZ 

The  statements  on  page  257  focus  on  five  facets  of  an  entrepreneurial  mindset:  resources,  opportunities,  incentives, 
empowerment,  and  strategy.  Add  up  your  point  score  below  using  the  following  symbols  (except  question  #2):  S/\=strongly 
agree,  \A=inclined  to  agree,  \D=inclined  to  disagree,  SD=strongly  disagree. 


Score  your  response  to  each  item  as 
I.     SD(4)   ID(3)    IA(2)  SA(I) 


2 

A(S)  B(4)  C(3)  D(2)  E(l)  F(O) 

3 

SD(4) 

ID(3) 

IA(2) 

SA(I) 

4 

SD(4) 

ID(3) 

IA(2) 

SA(I) 

5 

SA(4) 

IA(3) 

ID(2) 

SD(I) 

6. 

SD(4) 

ID(3) 

IA(2) 

SA(I) 

7. 

SD(4) 

ID(3) 

IA(2) 

SA(I) 

8 

SD(4) 

ID(4) 

IA(2) 

SA(I) 

9 

SA(4) 

IA(4) 

ID(2) 

SD(I) 

10 

SD(4) 

ID(3) 

IA(2) 

SA(I) 

1  1. 

.  SD(4) 

ID(3) 

IA(2) 

SA(I) 

12 

SA(4) 

IA(3) 

ID(2) 

SD(I) 

13 

SA(4) 

IA(3) 

ID(2) 

SD(I) 

14. 

SD(4) 

ID(3) 

IA(2) 

SA(I) 

15. 

SA(4) 

ID(3) 

ID(2) 

ID(I) 

HOW  YOUR  COMPANY  RATES 
ON  KEY  ASPECTS  OF  AN 
ENTREPRENEURIAL  MIND-SET 

High  scores  on  the  following  groups 
of  statements  mean  you're  excelling 
in  those  areas: 

Resources  (#1,  #4,  #J).  You  r  company 

knows  how  to  gain  access  to  resources. 
It  doesn't  worry  about  owning  or 
maximizing  resources.  It  concentrates 
on  getting  the  resources  it  needs  and 
putting  them  to  their  best  use. 

Opportunities  (#2,  #J,  #14).  Your 

company  fosters  an  opportunity-driven 
process.  Regardless  of  the  resources  it 
owns  or  controls,  it  appreciates  that 
the  best  ideas  and  opportunities  come 
from  customers,  rather  than  from 
within  the  company. 


Incentives  (#6,  #7,  #13).  Your 

company  rewards  action  and  calculated 
risk-taking  by  basing  incentives  on  long 
term  value  creation  and  marketplace 
success  or  failure — not  some  internal 
corporate  system. 

Empowerment  (#8,  #9,  #15).  Your 

company  empowers  its  people, 
particularly  by  fostering  teamwork.  It 
treats  employees  with  respect  and 
values  their  talents.  If  you  strongly 
agreed  with  #8,  it  means  you  are 
thinking  entrepreneurial^,  even  if  your 
company  isn't. 

Strategic  process  (#10,  #11,  #12).  You 

company's  strategy  is  a  function  of 
opportunity,  not  ingrained 
predispositions.  It  is  also  flexible:  The 
company  can  commit  quickly  to  new 
ideas  and  just  as  quickly  abandon 
unsuccessful  ones. 


SCORING:  45-6  /,  your  company  either  thinks  or  acts  entrepreneurial^;  30-44,  your  company  is  doing  O.K.,  but  it's  probably  missing  some 
good  opportunities;  29  or  less,  watch  out!  Bureaucrats  are  probably  running  the  show. 
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IHPANV 


STOrK 
SYMBOL  RANK 


OVERNMENT  TECHNOLOGY  SVCS.  GTSI  202 

lantilly.VA  703-631-3333 

RAND  VALLEY  GAS  GVGC  29 

ilt  Lake  City,  UT  801-531-4400 

REEN  TREE  FINANCIAL  GNT  240 

.  Paul,  MN  612-293-3400 

TECH  HOLDINGS  GTK  68 

est  Greenwich,  Rl  401-392-1000 


IRLAND  (JOHN  H.) 
catur.GA  404-981-9460 

JH 

174 

ALTH  MANAGEMENT  ASSOCIATES 
pies,  FL  813-598-3131 

HMA 

220 

ALTHSOURCE 

ncord,  NH  603-225-5077 

HS 

26 

ALTHSOUTH  REHABILITATION 
-mingham,  AL  205-967-7116 

HRC 

44 

ILIG-MEYERS 

:hmond,VA  804-359-9171 

HMY 

71 

ILLY 

Has,  TX  214-871-3555 

HOC 

115 

IMEDCO  GROUP 

untain  Valley,  CA  714-755-5600 

HOME 

70 

iRIZON  HEALTHCARE 
mquerque,  NM  505-881-4961 

HHC 

141 

'RTON  (D.R) 

ington.TX  817-856-8200 

DRHI 

137 

VNANIAN  ENTERPRISES 
J  Bank,  Nj  908-747-7800 

HOV 

133 

FFY 

imisburg.OH  513-866-6251 

HUF 

63 

NT  (J.B.)  TRANSPORT  SVCS. 
veil,  AR  501-820-0000 

JBHT 

18 

I  COMMUNICATIONS  GROUP 
ver  City,  CA  213-870-9000 

HANA  ENERGY 

ianapolis.lN  317-926-3351 

ORMATION  RESOURCES 
cago,  IL  312-726-1221 

ORMIX 

ito  Park,  CA  415-926-6300 

EGRATED  HEALTH  SERVICES 
j  it  Valley,  MD  410-584-7050 

ER-REGIONAL  FINANCIAL  GROUP 
J  neapolis,  MN  612-371-7750 

j  ERGROUP  HEALTHCARE 
|  son.AZ  602-721-4444 

ERNATIONAL  GAME  TECHNOLOGY 
I  ;o,NV  702-688-0100 

ACARE 

ia,  OH  216-329-6000 
K 

mi,  FL  305-590-2200 


i  BELL  MARKETING 
1  rise,  FL  305-846-2705 


IDBX  86 

IEI  170 

IRIC  196 

IFMX  87 

IHSI  83 

IFG  156 

IGHC  184 

IGT  73 

IVCR  238 

IVX  20 

JBM  143 


Come  visit  us  some 


chburg  (It's  especially  pretty  right  now  ) 


LEAVES  ARE  FALLING  ON  ANOTHER  year 
here  in  Lynchburg,  Tennessee,  home  of 
Jack  Daniel's  Tennessee  Whiskey. 

We've  been  busier  than  ever  this  year  making 
Jack  Daniel's  for  friends  all  over  the  world.  And, 
so  say  our  barrelmen,  the  pace  won't 
slacken  till  Christmas.  But  no  matter 
how  much  whiskey  we  take  from  the 
barrel,  we  can  promise  you  this:  every 
drop  is  aged  and  mellowed  to  the 
oldtime  rareness  you  like.  Just  as  it 
was  last  year  here  in  Lynchburg. 
And  every  day  of  every  year 
since  1866. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  3611.  Tennessee  37352 
Placed  m  the  National  Register  <if  Historic  Places  by  the  United  States  Government. 
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Alphabetical  list  of  Companies 


1  flMMNK 

\.VJl  II  Hill 

STOCK 
SYMBOL 

COMPANY 

STOCK 
SYMBOL 

HANK 

COMPANY 

STOCK 
SYMBOL 

Ri 

JONES  APPAREL  GROUP 

JNY 

97 

MICHAELS  STORES 

MIKE 

127 

ORBITAL  SCIENCES 

ORBI 

2< 

Bristol,  PA  215-785-4000 

Irving,  TX  214-714-7000 

Fairfax,  VA  703-631-3600 

JUSTIN  INDUSTRIES 

JSTN 

132 

MICRO  WAREHOUSE 

MWHS 

52 

OXFORD  HEALTH  PLANS 

OXHP 

Fort  Worth,  TX  817-336-5125 

South  Norwalk,  CT  203-854-1700 

Darien.CT  203-656-1442 

K 

MICRON  TECHNOLOGY 

MU 

49 

Boise,  ID  208-368-4000 

P 

KANSAS  CITY  SOUTHERN  INDS. 

KSU 

38 

MICRONICS  COMPUTERS 

MCRN 

197 

PARKER  &  PARSLEY  PETROLEUM 

PDP 

3 

J 

Kansas  City,  MO  816-556-0303 

Fremont,  CA  510-651-2300 

Midland,  TX  915-683-4768 

KCS  ENERGY 

KCS 

72 

MID  ATLANTIC  MEDICAL  SVCS. 

MAMS 

19 

PATTERSON  DENTAL 

PDCO 

21 

\ 

Edison,  NJ  908-632-1770 

Rockville,  MD  301-294-5140 

Bloomington,  MN  612-854-2881 

KENT  ELECTRONICS 

KNT 

148 

MID-AMERICAN  WASTE  SYSTEMS 

MAW 

175 

PERRIGO 

PRGO 

] 

Houston,  TX  713-780-7770 

Canal  Winchester,  OH  614-833-9155 

All                Ml     /  1  /    /71    OilT  1 

Allegan,  Ml  616-673-845 1 

KIRBY 

KEX 

152 

MOHAWK  INDUSTRIES 

MOHK 

90 

PIEDMONT  NATURAL  GAS 

PNY 

M 

' 

Houston,  TX  713-629-9370 

Atlanta,  GA  404-951-6000 

Charlotte,  NC  704-364-3120 

i 

KOMAG 

KMAG 

110 

MOLEX 

MOLX 

45 

PIONEER-STANDARD  ELECTRONICS 

PIOS 

18 

Milpitas,  CA  408-946-2300 

Lisle,  IL  708-969-4550 

Cleveland,  OH  216-587-3600 

MORGAN  KEEGAN 

MOR 

147 

PIPER  JAFFRAY 

PJC 

10 

l 

■ 

L 

Memphis,  TN  901-524-4100 

Minneapolis,  MN  612-342-6000 

LAM  RESEARCH 

LRCX 

194 

MYLAN  LABORATORIES 

MYL 

128 

Fremont,  CA  510-659-0200 

Pittsburgh,  PA  412-232-0100 

Q 

j!! 

LECHTERS 

LECH 

186 

N 

QUALITY  FOOD  CENTERS 

QFCI 

Harrison,  NJ  201-481-1100 

Bellevue,  WA  206-455-3761 

LEGG  MASON 

LM 

249 

NABORS  INDUSTRIES 

NBR 

139 

QUICK  &REILLY  GROUP 

BQR 

21 

Baltimore,  MO  410-539-0000 

Houston,  TX  713-874-0035 

Palm  Beach,  FL  407-655-8000 

LENNAR 

LEN 

136 

NATIONAL  HEALTH  LABS. 

NH 

61 

Miami,  FL  305-559-4000 

La  Jolla.  CA  619-454-3314 

R 

LIBERTY  MEDIA 

LBTYA 

4 

NELSON  (THOMAS) 

TNEL 

166 

RAMSAY-HMO 

RMO 

II 

Denver,  CO  303-721-5400 

Nashville,  TN  615-889-9000 

Coral  Gables,  FL  305-447-3200 

LINEAR  TECHNOLOGY 

LLTC 

231 

NEW  JERSEY  RESOURCES 

NJR 

181 

RAYMOND  JAMES  FINANCIAL 

RJf 

15 

Milpitas.  CA  408-432-1900 

Wall,  NJ  908-938-1480 

St.  Petersburg,  FL  813-573-3800 

LIUSKI  INTERNATIONAL 

LSKI 

180 

NICHOLS  RESEARCH 

NRES 

216 

READ-RITE 

RDRT 

Melville,  NY  516-454-8220 

Huntsville,  AL  205-883-1140 

Milpitas,  CA  408-262-6700 

J 

LUKENS 

LUC 

28 

NORTH  AMERICAN  MORTGAGE 

NAC 

62 

ROAOMASTER  INDUSTRIES 

RDM 

Coatesville,  PA  215-383-2000 

Santa  Rosa,  CA  707-523-5000 

Englewood,  CO  303-796-8940 

M 

NOVACARE 

NOV 

15 

RPM 

RPOW 

Valley  Forge,  PA  215-631-9300 

Medina,  OH  216-273-5090 

MARVEL  ENTERTAINMENT  GROUP 

MKV 

13 

NUTMEG  INDUSTRIES 

NTM 

176 

RUSS  BERRIE 

RUS 

13 

New  York,  NY  212-696-0808 

Tampa,  FL  813-963-6153 

Oakland.  NJ  201-337-9000 

Mcdonald  &  co.  investments 

MOD 

154 

RYAN'S  FAMILY  STEAK  HOUSES 

RYAN 

241 

Cleveland,  OH  216-443-2300 

o 

Greer,  SC  803-879-1000 

MEDICAL  CARE  AMERICA 

MRX 

76 

OAKWOOD  HOMES 

OH 

134 

Dallas,  TX  214-701-2200 

Greensboro  NC  919-855-2400 

C 

MEDIPLEXGROUP 

MPX 

243 

OCTEL  COMMUNICATIONS 

OCTL 

191 

SAFEGUARD  SCIENTIFICS 

SFE 

II 

Weliesley,  MA  617-446-6900 

Milpitas.  CA  408-942-6500 

Wayne,  PA  215-293-0600 

MEGAFOODS  STORES 

MEGF 

146 

OGDEN  PROJECTS 

OPI 

99 

SCHERER  (R.P.) 

SHR 

221 

Mesa,  AZ  602-926-1087 

Fairfield,  NJ  201-882-9000 

Troy,  Ml  313-649-0900 

MEN'S  WEARHOUSE 

SUIT 

235 

ONE  PRICE  CLOTHING  STORES 

ONPR 

201 

SCHOLASTIC 

SCHL 

12; 

Houston,  TX  713-664-3692 

Duncan,  SC  803-439-6666 

New  York,  NY  212-505-3000 

MERRY-GO-ROUND  ENTERPRISES 

MGR 

41 

ORANGE  &  ROCKLAND  UTILITIES 

ORU 

42 

SCIMED  LIFE  SYSTEMS 

SMLS 

16; 

joppa,  MD  410-538-1000 

Pearl  River,  NY  914-352-6000 

Maple  Grove,  MN  612-494-1700 
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NSORMATIC  ELECTRONICS 

SRM 

46 

SURGICAL  CARE  AFFILIATES 

SCA 

241 

u 

erfield  Beach,  rL  jU5-42/-y/0U 

Nashville,  IN  oli-joi-jb'll 

U.S.  ROBOTICS 

USRX  119 

QUENT  COMPUTER  SYSTEMS 

SQNT 

250 

SYBASE 

SYBS 

39 

si/ni/io  ii  709  OH7  en  i n 

JKOKie,  IL  /U0-7U£-JulU 

averton,  UK  iUJ-ozoo/UU 

CmnMnuHn    TA     C  1  ft   COZ    7  C  ftft 

bmeryville,  (.A  llU-iyo-Jillu 

UNI  244 

UNI-MARTS 

RVICE  CORP.  INTERNATIONAL 

SRV 

50 

SYNC0R  INTERNATIONAL 

SCOR 

217 

Mate  loiiege,  rA  oi4-/j4-ouuu 

uston,  1 A  /I J-JZZ-J 111 

Chatsworth,  CA  818-886-7400 

UNITED  RETAIL  GROUP 

URGI  233 

1 1NTERNATIONAL 

SLMI 

163 

SYNOPTICS  COMMUNICATIONS 

SNPX 

16 

f»  i  ii ^  n  i.  mi  in  i  oat  noon 

Rochelle  Park,  NJ  20l-o45-UooU 

u,Vnri/  my  in  A7Q  nn7(i 

Santa  Clara,  CA  408-988-2400 

SMF 

60 

Myl 

113 

UNITED  WISCONSIN  SERVICES 

UWSI  107 

ART  &  FINAL 

MLJUtil  ItLnNULUvjT 

Milwaukee,  Wl  414-226-6900 

ita  Barbara,  CA  805-564-6700 

Fremont,  CA  510-226-4000 

MR  OIL 

SNY 

229 

WRATP  fH 
j  i  i\h  1 1  Ln 

SYRA 

223 

rt  Wni-th    TY    P.I7  739.4041 

rt  wonn,  ia  oi/-3jo-4u^j 

Boston,  MA  617-561-2200 

V 

VALUE  HEALTH 

VH  17 

FTWARE  SPECTRUM 

SSPE 

178 

SYSTEM  SOFTWARE  ASSOCIATE! 

SSAX 

130 

a         tt  in)  /to  } ji nn 

Avon,  LI  203-6/8-34UU 

rland.TX  214-840-6600 

Chicago,  IL  312-641-2900 

LECTRON 

pitas,  CA  408-957-8500 

SLR 

10 

VENCOR 

VC  64 

T 

i          'ii     i/u   r/ii  r/fi  linn 

Louisville,  KY  502-569-7300 

JTHERN  ELECTRONICS 

SECX 

182 

TAKECARE 

TKCR 

9 

VIKING  OFFICE  PRODUCTS 

VKNG  33 

:ker,  GA  404-491-8962 

Concord,  CA  510-246-1300 

Los  Angeles,  CA  213-321-4493 

IRTAN  MOTORS 

SPAR 

92 

TEJAS  GAS 

TEJ 

36 

VISHAY  INTERTECHNOLOGY 

VSH  31 

irlotte.MI  517-543-6400 

Houston,  TX  713-658-0509 

kJ    |  DA    1  1  T    L  A  A  l~i(\t\ 

Malvern,  rA  215-644-13110 

NDARD  MICROSYSTEMS 

SMSC 

55 

TEJAS  POWER 

TPC 

192 

VIVRA 

V  225 

jppauge,  NY  516-273-3100 

Houston,  TX  713-597-6200 

D. .-!:«_.._..    Ch    Alt  ")  AO  Olftrt 

Durlingame,  LA  4I5-348-07UU 

PLES 

SPLS 

7 

TELEFLEX 

TFX 

104 

mingham,  MA  508-370-8500 

Plymouth  Meeting,  PA  215-834-6301 

w 

IN  MART 

SMRT 

221 

TELEPHONE  &  DATA  SYSTEMS 

TDS 

85 

WABASH  NATIONAL 

WNC  126 

ksonville,  FL  904-346-1500 

Chicago,  IL  312-630-1900 

ir  . .     iki   oil  a  ao  irni 

Lalayette,  IN  317-448-1591 

WART  &  STEVENSON 

SSSS 

35 

THERMO  INSTRUMENT  SYSTEM! 

THI 

74 

WEBB  (DEL) 

WBB  169 

jston,  TX  713-868-7700 

Santa  Fe,  NM  617-622-1000 

Phoenix,  AZ  602-468-6800 

WART  INFORMATION  SERVICES 

SISC 

237 

TH0R  INDUSTRIES 

THO 

59 

WESTERN  GAS  RESOURCES 

WGR  12 

iston.TX  713-871-1100 

Jackson  Center,  OH  513-596-6849 

Denver,  CO  303-452-5603 

YKER 

STRY 

77 

3COM 

COMS 

106 

WHOLE  FOODS  MARKET 

WFMI  96 

amazoo,  Ml  616-385-2600 

Santa  Clara,  CA  408-764-5000 

Austin,  TX  512-328-7541 

1  TELEVISIONS  APPLIANCES 

SNTV 

80 

TIMBERLAND 

TBL 

172 

WMS  INDUSTRIES 

WMS  89 

jmbus.OH  614-445-8401 

Hampton,  NH  603-926-1600 

Chicago,  IL  312-728-2300 

IGARD  DATA  SYSTEMS 

SNDT 

247 

TJ  INTERNATIONAL 

TJCO 

150 

m  ^  w^^m 

yne.PA  215-341-8700 

Boise,  ID  208-345-8500 

XYZ 

(RISE  MEDICAL 

SMD 

193 

TNT  FREIGHTWAYS 

TNTF 

43 

XILINX 

XLNX  203 

ranee,  CA  213-328-8018 

Rosemont,  IL  708-696-0200 

San  Jose,  CA  408-559-7778 

ERIOR  INDUSTRIES  INTERNATIONAL  SUP 

232 

TOLL  BROTHERS 

TOL 

168 

YOUNKERS 

YONK  81 

Nuys,  CA  818-781-4973 

Huntingdon  Valley,  PA  215-938-8000 

Des  Moines,  IA  515-244-1112 

ERMAC TECHNOLOGY 

SMAC 

144 

TULTEX 

TTX 

129 

ZILOG 

ZLOG  245 

nyvale,  CA  408-245-2202 

Martinsville,  VA  703-632-296 

1 

Campbell,  CA  408-370-8000 

5INESS  WEEK 

TOBER22,  1993     3342  W5VS 
N0007-7135  ■■fill 

1  ilished  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill,  Inc. 

1  mder:  James  H.  McGraw  (1860-1948). 
;cutive.  Editorial,  Circulation,  and  Advertising  Offices:  McGraw-Hill 
Iding,  1221  Avenue  of  the  Americas,  New  York,  NY.  10020. 
sphone:  212-512-2000.  Telex:  Domestic  127039;  Intl.  2360127039. 

.  subscription  rate  $46.95  per  year;  2  years,  $78.95;  3  years,  $104.95. 
arje  copies,  $2.75;  back  issues,  $5.  Write  for  rates  in  other  countries, 
iscriber  Services:  1-800-635-1200.  TDD:  1-800-554-1579 
tmaster:  Send  address  changes  to  BUSINESS  WEEK,  P.O.  Box  430, 
htstown,  N.J.  08520.  Second-class  postage  paid  at  New  York,  NY., 
at  additional  mailing  offices.  Postage  paid  at  Montreal,  P.Q.  Canada 

j  t  International  Publications  Mail  Product  Sales  Agreement  No. 
484.  Registered  for  GST  as  McGraw-Hill,  Inc.  GST  #R123075673. 

1  >yright  1993  by  McGraw-Hill  Inc.  All  rights  reserved.  Title  regis- 

J  ;d  in  U.S.  Patent  Office. 

European  Circulation  Center,  McGraw-Hill  House,  Maidenhead,  Berks, 
England.  Telephone:  0628-23431;  Telex:  848640. 
Officers  of  McGraw-Hill,  Inc.:  Joseph  L.  Dionne,  Chairman  and  Chief 
Executive  Officer;  Harold  W.  McGraw,  III,  President  and  Chief 
Operating  Officer:  Robert  N.  Landes,  Executive  Vice  President,  Gener- 
al Counsel,  and  Secretary;  Robert  J.  Bahash,  Executive  Vice  President 
and  Chief  Financial  Officer;  Frank  D.  Penglase,  Senior  Vice  President, 
Treasury  Operations. 

PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted 
by  the  copyright  owner  for  those  registered  with  the  Copyright  Clear- 
ance Center  (CCCI,  27  Congress  St.,  Salem,  Mass.  01970,  to  photocopy 
any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  each  article.  Send 
payment  to  the  CCC.  Copying  for  other  than  personal  or  internal  refer- 
ence use  without  express  permission  of  McGraw-Hill  is  prohibited.  Ad- 
dress requests  for  customized  bulk  reprints  to  Business  Week  Reprints, 
P.O.  Box  457,  Hightstown,  N.J.  08520,  or  call  609-426-5494.  ISSN  0007- 
7135/93/32.75 

PRINTED  IN  THE  U.S.A. 

BUSINESSWEEK/ENTERPRISE  1993  281 


-J 


What  busin 


e  envi 


Bog  Creek  Farm  may  not  be  Yellowstone,  but  the  mere  fact  yd 
can  be  here  at  all  is  beautiful  to  contemplate.  It  was  once  one  of  te 
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Raymond  W.  Smith 
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"Capacity. 
You  Can't  Have  Too  Much  Of  It." 


Offer  depth  and  breadth  of  services,  backed  by  capital 
strength  and  professionalism.  Apply  them  to  maximum  advantage 
in  the  clients  best  interests.  That's  capacity. 

With  Chemical's  increasing  capital  strength,  upgrades  in  our 
credit  ratings,  and  our  formidable  market  presence,  our  capacity  to 
serve  clients  has  expanded  even  more. 


At  Chemical  our  capacity  supports  our  goal:  to  be  the* 
broad-based  financial  institution,  a  leader  in  our  chosen  m$e 
We  dedicate  all  our  skills  and  strengths  to  building  strong  stL 
mutually  valuable  relationships  with  our  clients— as  banker 
advisor,  and  trading  and  investment  partner. 

Our  broad-based  approach  produces  results.  For  exanle 


Chemical 


i  993  Chemical  Banking  Corporation 


•st  in  the  world  in  loan  syndications,  thanks  to  structuring 
se  and  our  strong  emphasis  on  distribution.  As  a  natural 
on  of  these  strengths,  Chemical  Securities  Inc.  can 
iderwrite  and  deal  in  all  types  of  debt  securities  in  the 
States,  including  corporate  bonds, 
hemical  also  has  leadership  positions  in  trading,  treasury, 


corporate  finance,  operating  sendees  and  capital  markets  activities 
worldwide.  And,  at  a  time  when  others  have  retreated  from  inter- 
national arenas,  we  have  a  global  network  across  35  countries. 

Our  growing  capacity  has  demonstrably  increased  our 
usefulness  to  our  clients.  If  you'd  like  to  test  it,  we'd  like  to 
hear  from  you. 


Expect  more  from  us.s 


Chemical  Securities  Inc  -Member  SIPC 
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TALK  SHOW 


You  and  I  might  like  a  trip  to  the  stars,  but  if  we\ 
can't  pay  for  it,  it's  just  talk,  right? 

—  Ross  Perot  on  the  Clinton  Administration's  health-care  planj 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


SCULLEY: 


MIGRATIONS 


THE  NEW  APPLE 
OF  HIS  EYE 


John  Sculley's  days  at  Apple 
Computer  seem  numbered. 
He  stepped  down— some  say 
involuntarily— as  CEO  last 
June,  hut  has  stayed  in  the 
less  powerful  chairman's  job. 
He's  been  spending  his  time 
on  the  road,  promoting  New- 
ton MessagePads. 

Lately,  however,  he  has 
shopped  for  office  space  in 
Greenwich,  Conn.,  a  continent 
away  from  Apple's  Cupertino 
(Calif.)  headquarters.  And  al- 
though Sculley  insists  he  has 
no  plans  to  leave,  he  speaks 
wistfully  to  BUSINESS  WEEK  of 
starting  his  own  venture:  "The 
one  thing  I've  never  done  is 
be  John  Sculley  the  founder 
and  entrepreneur."  There  are 
rumors  he  wants  an  entertain- 
ment or  multimedia  company, 
perhaps  funded  by  a  giant  like 
Time  Warner,  though  Sculley 
says  he's  made  no  decisions. 

Sculley  discounts  other  ru- 
mors that  he  might  head 
Eastman  Kodak,  saying  he  has 
"no  interest  in  a  big  compa- 
ny." But  whatever  company  is 
involved,  indications  are  it 
won't  be  Apple  for  too  much 
longer.  Kathy  Rebello  u 


MUFFLED  MEDIA 

DON'T  READ 
ALL  ABOUT  IT 


The  Haft  family  feud  has 
all  the  elements  of  a  ma- 
jor best-seller.  After  all, 
there's  sex  and  violence:  Glo- 
ria Haft,  the  wife  of  silver- 
maned  Herbert,  accuses  the 
Dart  Group  chairman  of 
womanizing  and  physical 
abuse,  both  of  which  he  de- 
nies. And  there's  major  mon- 
ey at  stake:  Dart  and  the 
other  Haft  holdings  are 
worth  billions. 

To  top  it  off,  there's  a  ti- 
tanic corporate  power  strug- 
gle: Herbert  ousted  son  Rob- 
ert as  Dart  president,  re- 
placing him  with  another  son, 
Ronald— and  also  kicked  wife 
Gloria  off  the  Dart  board. 
Lawsuits  are  flying. 

So  it's  hardly  surprising 
that,  after  financial  reporter 
Kara  Swisher  of  The  Wash- 
ington Post  did  a  two-part  se- 
ries on  the  clan  of  battling 
billionaires,  book  agents  hus- 
tled to  sign  her  up  to  pen 
the  saga. 

But  don't  necessarily  count 
on  seeing  this  juicy  tale  in 
your  neighborhood  bookstore 
anytime  soon.  Why  not?  Well, 
Dart  Group,  the  holding  com- 
pany that  is  controlled  by  the 
Haft  family,  also  happens  to 


HAFT  SHAFT:  Robert  and  Herbert 


be  the  majority  owner  of 
Crown  Books,  the  nation's 
third-largest  book  retailer. 
And  vou  bet  that's  enough  to 


make  a  lot  of  publishers 
"We've  gotten  a  lot 
jections,"  sighs  Swishei 
such  letter  from  a  majo 
iishing  house  said:  "W 
nervous  about  the 
connection."  Another  p\ 
er's  letter  said  the  p 
was  "fraught  with  di 
ties."  alluding  to  Her 
reputation  for  litigiou: 
Adds  one  top  publishir 
ecutive,  who  asked  not 
named:  "Who  needs 
headache?"  Dart  woul 
comment  on  the  Haft 
proposal.        Mark  Le\ 


ENDANGERED  SPECIES 


AT&T  TO  NCR:  R.I. P. 


Say  goodbye  to  the  last 
vestige  of  NCR.  When 
AT&T  bought  it  two  years  ago, 
after  a  nasty  fight,  the  tele- 
phone giant  swore  it  would 
allow  the  computer  maker  to 
retain  much  of  its 
independence— in- 
cluding its  existing 
management,  head- 
quarters, and  yes, 
brand  name.  And 
when  AT&T  folded 
its  own  troubled 
computer  division 
into  NCR,  it  allowed  NCR  exec- 
utives to  decide  which  of  the 
parent  company's  products 
lived  or  died. 

Yet  many  computer-indus- 
try analysts  believe  that  NCR 
has  not  lived  up  to  AT&T's  ex- 


pectations. So  in  March, 
installed  its  own  hard-c 
ing  executive,  Jerre  Ste 
run  NCR. 

Here  comes  the  final 
Now,  NCR  executives  e 
AT&T  to  eliir 
the  venerable 
of  the  Dayton- 
company,  whic 
gan  life  as  Na 
Cash  Registei 
though  the 
identity  hasn't 
chosen,  it's  su 
contain  the  AT&T  name. 

An  AT&T  spokesman 
firms  that  this  move  is  i 
consideration.  But  he  say: 
a  final  decision  won't  be 
on  the  demise  of  NCR  i 
least  a  month.   Bart  Zie< 


a  i.  i  r  y  :i 


■ 


LORENZO-HATERS  SA  Y  Washington  should 
squelch  Frank  Lorenzo's  request  to  start  a  new  cut- 
rate  airline,  ATX.  Under  pressure  from  unions  and 
their  congressional  allies,  the  Trans- 
portation Dept.  has  put  his  applica- 
tion under  highly  unusual  scrutiny. 

IN  REALITY,  Lorenzo's  past 
cost-cutting  tiffs  with  labor  are 
why  he's  getting  this  harsh  treat- 
ment. Plus  he's  not  the  most  person- 
able fellow.  But  a  self-defeating  strike 
was  the  main  reason  for  Eastern's  demise,  not 
Lorenzo.  All  carriers,  not  just  his,  have  gotten 
whacked  economically  during  the  past  few 
years.  Many  of  Eastern's  safety  violations  oc- 


The  anti-Lorenzo  crowd  says  he's  not  fit  to  rurl 
since  the  two  lines  he  headed,  Continental  n 
Eastern,  went  bankrupt— and  Eastern  is  nowf 
funct.  Plus,  Eastern  had  safety  probh 
that  resulted  in  its  paying  a  $9.5  mi'i: 
federal  fine. 


curred  before  he  bought  W 
1986.  Last  month,  Lorenzo's V 
plication  was  denied  by  a  TBI 
portation  Dept.  administrative  i 
judge,  displeased  about  his  inab" 
to  produce  10,000  pages  of  documents  in- 
days.  Even  Transportation  couldn't  stom:l 
that,  ordering  a  full  hearing.  And  you  thoO 
the  U.S.  deregulated  the  airlines. 
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WANT  A  PBX  THAT 
GIVES  YOU  GREATER  LATITUDE? 


WITH  THE  F9600,  YOU  HAVE 
A  WORLD  OF  OPTIONS. 


■  The  option  to  add  new  fea 
U  tures  as  you  need  them. 

i  want  a  PBX  that  can  expand 
h  our  institutional  needs  and 
vide  reliability  for  our  residen- 
i  customer  base  as  well. 
the!  College  &  Seminary 


1 


The  option  to  grow  your 
customer  ba»e  -  at  will. 

service  our  customers  quickly, 
;ibly  and  cost-effectively.  The 
)00  helps  us  handle  our  grow- 
service  volume  with  no  delays. 
ogy,  Inc. 


I 


3 The  option  to  change  your 
mind.  "We  want  a  system 
t  can  be  upgraded  without  be- 
uprooted.  The  Fujitsu  F9600 
:form  gives  us  that  flexibility. 
5  Healthcare  Systems 
poration 

I The  option  to  work  any 
where  -  and  still  keep  in 

I  ch.  "The  F9600  lets  us  work 
sther  as  if  we're  all  in  one 
if,  even  though  we're  actually 

I  rating  in  different  time  zones." 

;  ita  Fe  Energy  Resources 

J  The  option  of  switching 
it  over  on  your  schedule. 

3n  you're  changing  phone 
:ems.  any  down-time  is  a  big 
:ern.  But  thanks  to  Fujitsu,  we 
erienced  very  little  disruption. 
[  Electronics  Corporation 


zzz    It's  the  same  story  the  world  over. 
~r    Businesses  want  a  PBX  that's  free 
of  limitations,  yet  loaded  with 
■  ons.  That's  why  they're  turning  to  the  F9600 
H  a  Fujitsu,  a  global  leader  in  telecommunications 
s!  dons  that  serves  customers  in  over  1 00  countries. 


Fujfrsu 


1  earn  more  about  die  F9600,  call  1-800-553-3263. 
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ALMS  CONTROL 

PATRON  OF  THE 
ARTHROPODS 


The  cash-strapped  Smithso- 
nian Institution  has  leaned 
increasingly  on  corporate 
sponsors  in  recent  years.  But 
the  latest  example  of  private- 
sector  largess  makes 
vou  squirm. 

The  0.  Orkin  In- 
sect Zoo,  the  first 
permanent  Smith- 
sonian exhibit  to 
bear  a  corporate 
name  and  logo, 
got  S500.000  of 
its  S750.000  cost 
from  Orkin  Pest 
Control.  The  zoo. 
named  for  company  founder 
Otto  Orkin.  who  died  in  1968, 
aims  to  show  us  bugs  in  envi- 
ronments where  we  know 


AFTERLIVES 


WHAT'S  PORTUGUESE 
FOR  'ARB'? 


ow  that  Ivan  Boesky  is 
back  in  the  money, 
what's  he  doing  with  it? 
Studying  foreign  languages. 
Sporting  his  post-prison  Ho- 
ward Hughes  look— shoulder- 
lenKth  white  hair— the  con- 


them  and  love  them.  Uh-huh. 

The  previous  zoo,  which 
opened  in  1976  and  closed  last 
fall,  was  just  your  basic  collec- 
tion of  bugs  in  boxes.  The 
new  version  has  "natural  hab- 
itats," such  as  a  Brazilian  rain 
forest  and,  yes.  an  urban 
kitchen.  "Humans  create  the 
perfect  year-round  habitat  for 
them."  says  Smithsonian 
spokeswoman  Pamela  Baker. 
"There's  food,  water,  the 
perfect  tempera- 
ture, and  wonder- 
ful places  to  nest." 

This  display  in- 
cludes such  Or- 
kin favorites  as 
German  cock- 
roaches, silver- 
fish,  carpenter 
ants,  and  ter 
mites,  represent- 
ed by  tiny  lights 
because  real  bugs  hide. 
Volunteers  bring  out  actual 
insects  for  visitors  to.  ahem, 
pet.    Stephen  H.  Wildstrom  m 


DRAWN  AND  QUARTERED 


victed  inside  trader  spent  the 
summer  in  Cannes,  studying 
French. 

Next,  according  to  fellow 
students,  the  former  arb 
wants  to  master  Portuguese 
and  Italian.  Boesky.  who 
claims  the  $100  million  he 
paid  in  federal  fines  left  him 
broke,  owes  his  new  life  as 


an  intellectual  dilettante  to 
the  S20  million  divorce  set- 
tlement he  reached  in  June 
with  ex-wife  Seema. 

The  four-week  course  at 
the  College  Internationale  de 
Cannes,  located  50  yards  from 
the  beach,  isn't  blow-away  ex- 
pensive, but  it's  not  cheap  ei- 
ther. The  56-year-old  former 
financier,  who  classmates  say 
lived  off-campus  with  a  girl- 
friend, paid  S700  as 
a  nonboarder.  Fellow 
students  say  he  was 
deeply  tanned  and 
knew  all  the  night 
spots. 

Still,  he  pulled 
down  a  B+  average, 
according  to  the 
school.  Since  he  had 
previous  training  in 
French,  he  got  into 
one  of  the  higher- 
level  classes. 

While  Boesky  used 
his  own  name,  he  wasn't  hap- 
py when  students  recognized 
him.  Then,  says  one.  Rebecca 
Pieed.  he  would  scowl  and  re- 
spond: "No  comment."  The 
few  times  he  did  chat, 
it  was  about  such  pursuits 
as  jogging.  Xot  a  word  about 
business  though,  in  French  or 
English.         Charles  Hoots  ■ 


INFLUENCE  PEDDLERS 


EXILE  ON 
K  STREET 


Gucci  Gulch  may  soon  see 
fewer  loafers.  Once,  all  a 
trade  group  needed  to  impress 
its  members  was  to  hire  a  few 
Capitol  Hill  insiders  at  huge 


salaries  and  let  them  wine  and 
dine  lawmakers.  No  more:  The 
Clinton  budget  removes  most 
of  the  deduction  for  member- 
ship dues— and  the  fiscal  in- 
centive for  businesses  to  join. 


So  the  K  Street  band 
der  heavy  pressure  to 
results.  "Things  are  goii 
be  different,"  says  James  ] 
ton,  deputy  executive  dire 
of  the  National  Society  of  j 
fessional  Engineers.  Daltort 
apostle  of  the  quality  mani 
ment  dogma  popular  in  j 
porate  America,  is  shovi 
other  groups  how  to  do  thj 
they  slighted  before.  At  I 
Valve  Manufacturers  Aa 
for  instance,  staffers  comjl 
against  their  previous  ys 
performance  by  trying  tol 
the  number  of  phone  quel 
they  can't  answer. 

There's  a  long  way  toj 
though.  Dalton's  group  ji 
lished  a  national  membeni 
directory  last  year,  but  si 
members  complained  it 
rived  too  late.  So  this  yi 
he  improved  delivery  t) 
by  six  weeks.  Unfortunat 
Dalton  learned  from  a  I 
that  most  members  na 
wanted  a  directory  in  the  :'■ 
place.  Douglas  R.  Harbrecf, 
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lence  index:  77  in  January,  63  in  September.  1993  layoffs  announced:  31,213  in  January,  105,353  in  Septem 
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TOBER  It 


Assume  this  is  a  business  risk  worth  taking. 


First,  lets  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it 
must  be  equipped  to  handle  risk. 

Which  is  why  many  of  the  top  500  corpo- 
rations in  North  America  turn  to  Union  Bank 
of  Switzerland  as  a  leading  financial  resource. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  we  apply  our  Triple-A 
rated  strength  in  ways  that  are  impressive. 

Our  global  perspective  and  breadth  of 


capabilities  are  impressive,  too.  Because  the 
UBS  network  offers  the  full  range  of  on-  and 
off-balance  sheet  solutions  to  sourcing 
capital  both  here  and  abroad. 

For  a  bank  equipped  to  support  your 
efforts  in  North  America  as  well  as  outside 
of  it,  depend  on  Union  Bank  of  Switzerland. 

We'll  be  there  to  help  you  land  safely  on 
your  feet. 


As  global  as  business  itself. 


U.S.,  UBS  operates  through  various  branc  hes  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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OK.  The  presentation  looks  great. 
On  a  napkin. 

But  you  can't  pass  that  around  a  boardroom. 

Now  you're  stuck. 

You  can't  draw.  You  can't  paint. 

And  faking  a  heart  attack  is  out  of  the  question. 


For  a  limited  time, 

get  a  Logitech  ScanMan  32 

(a  $199  value)  at 

no  extra  charge 

in  specially  marked 

packages  oj  WordPerfect 

Presentations  2.0 

for  Windows. 


rRI  SEN 


sENixnoNs  m 


WordPerfect  Presentations 


FOR  WINDOWS 


BusinessWeek 


EDITOR-IN-CHIEF:  Stephen  B  Shepard 
MANAGING  EDITOR:  Mark  Morrison 
CHIEF  ECONOMIST:  William  Wolman 
ASSISTANT  MANAGING  EDITORS: 

Sarah  Bartlett.  Robert  J  Dowling.  G  David  Wallace 
ART  DIRECTOR:  Malcolm  Frouman 

SENIOR  EDITORS:  Bob  Arnold,  Frank  J  Comes,  Deidre  A  Depke, 
Judith  H  Dobrzynski.  Marc  Frons,  Geoff  Lewis,  Ciro  Scotti, 
Mark  N  Vamos,  Lee  Walczak  (Washington),  Chris  Welles, 
Seymour  Zucker 

EDITORIAL  PAGE  EDITOR:  Bruce  Nussbaum 
CHIEF  OF  CORRESPONDENTS:  Keith  G  Felcyn 

INTERNATIONAL  EDITION:  William  J  Holstem  (Editor),  John  E 
Pluenneke.  Elizabeth  Werner  (Sr  Editors) 

SENIOR  WRITERS:  John  A  Byrne,  James  E  Ellis  (Chicago),  William 
Gfasgall.  Gene  G  Marcial.  John  Pearson,  Karen  Pennar,  Otis  Port 
ASSOCIATE  EDITORS:  Duane  E  Anderson,  Catherine  Arnst,  Amy 
Dunkm,  Jeffrey  M  Laderman,  William  D  Marbach,  John  Meehan, 
Michael  Oneal,  Thane  Peterson 
DIRECTOR,  EDITORIAL  OPERATIONS:  Thomas  J  Reed 
PICTURE  EDITOR:  Lawrence  Lippmann 
SENIOR  ART  DIRECTOR:  Laura  Baer 
DIRECTOR  OF  SYSTEMS:  Claire  Conte  Worley 
ECONOMICS:  James  C  Cooper  (Sr  Economist/Business  Outlook  edrtor), 
Kathleen  Madigan  (Assoc  )  Christopher  Farrell.  Michael  J  Mandel 
(Economics  editors)  Gene  Koretz  (Economic  Trends  editor) 
DEPARTMENT  EDITORS:  Books;  Denise  Demong  Corporate  Finance: 
Phillip  L  Zweig  Information  Processing:  John  W  Verity  International 
News:  Christopher  Power  International  Outlook:  Stanley  Reed 
Investment  Banking:  Leah  Nathans  Spiro  Legal  Affairs:  Linda 
Himelstem   Markets  &  Investments:  Gary  Weiss   Media:  Mark 
Landler   Money  &  Banking:  Kelley  Holland   News:  Keith  H 
Hammonds  Personal  Business:  Edward  C  Baig  Science:  Emily  T 
Smith  Scoreboards:  Frederick  F.  Jespersen  Social  Issues:  Michele 
Galen  Technology:  Peter  Coy  Telecommunications:  Bart  Ziegler  Up 
Front:  Larry  Light  The  Workplace:  Aaron  Bernstein 
STAFF  EDITORS:  Pam  Black,  Bruce  Einhom,  Paul  M.  Eng,  Elizabeth 
Lesly,  Evan  I.  Schwartz.  Ron  Stodghill  II,  Amey  Stone,  Suzanne 
Woolley,  Laura  Zmn 

ASSISTANT  EDITORS:  Sunita  Wadekar  Bhargava,  Lon  Bongiomo.  Julie 
Tilsner 

COPY  EDITORS:  Harry  Maurer,  Michael  Mercuno  (Deputy  chiefs). 
Prudence  Crowther.  (Asst  chief).  Tim  Belknap,  Aleta  Kaufman,  Marc 
Miller,  Jack  Robbms,  Jim  Taibi  (Sr  copy  editors).  Carl  Desens.  Hardy 
Green,  Cynthia  McClean,  David  Pengilly,  Malka  Percal,  Doug  Royalty, 
Dalia  Kandiyot  (Asst  copy  editor);  Mana  Chapm,  Gail  Fowler.  Jeneen 
Hobby,  Aida  Rosano  (Researchers) 

PRODUCTION  COPY  EDITORS:  Donald  Halsband  (Chief).  Lawrence  Dark 
Hallberg  Hallmundsson,  Celine  Keating,  Robert  S  Norman,  Robert  J. 
Rosenberg.  Eva  Stettner 

ART:  Steven  Taylor  (Deputy  director).  Cynthia  Friedman,  Francesca 
Messina,  Jay  Petrow.  Christine  Silver  (Assoc  directors),  Alice  Cheung 
(Asst.  director)  Graphics:  Arthur  Eves  (Director),  Joan  Danaher 
(Deputy  director),  Rob  Doyle  (Sr.  Illustrator),  Lisa  Knouse  Braiman. 
Alberto  Mena,  Ray  Vella  (Illustrators).  Jaime  Beauchamp  (Computer 
artist)  Production:  Stephen  J  Romeo  (Mgr.),  Annette  Kennedy  (Asst. 
Mgr ) 

PHOTOS:  Scott  Mlyn  (Deputy  Picture  editor),  Todd  James,  Lauren 
Stockbower,  Ronnie  Weil  (Assoc.  Picture  editors),  Bettina  Baudom 
(Pans),  Anne  Murray  (Asst.  Picture  editors).  Kathleen  Moore 
(Researcher)  Lawrence  Crowe  (Librarian) 

EDITORIAL  OPERATIONS:  Richard  Balestnno,  A  Peter  Clem.  Yvonne 
Rodriguez  (Production  managers)  Thomas  R  Dowd.  Sharon  L  Eng. 
Fidel  Lee,  Felix  Lmdicy.  Jose  L  Martin,  Jane  M.  Perkinson,  Craig 
Slurgis,  Edgardo  Torres,  Karen  Turok,  Use  V  Walton,  Nicholas  White 
(Makeup  editors)  Donald  C  Pearson  (Traffic  manager).  Bruce  M 
Arnold.  Stephen  R  Lebron  (Assts  ) 

CORRESPONDENTS:  Atlanta:  Mana  Mallory  Boston:  Mark  Maremont 
(Mgr.),  Gary  McWilliams.  Geoffrey  Smith  Chicago:  Richard  A  Melcher 
(Mgrj,  David  Greismg,  Kevin  Kelly,  Lois  Themen  Cleveland:  Zachary 
Schiller  (Mgr )  Connecticut:  Tim  Smart  (Mgr ),  Chns  Roush  Dallas: 
Wendy  Zellner  (Mgr  ),  Peter  Burrows,  Stephanie  Anderson  Forest. 
Detroit:  Kathleen  Kerwin  (Mgr ),  James  B  Treece  (Sr  Correspondent), 
David  Woodruff  Los  Angeles:  Ronald  Grover  (Mgr  ),  Larry  Armstrong 
(Sr  Correspondent),  Amy  Barrett,  Enc  Schme.  Miami:  Gall  DeGeorge 
(Mgr )  Philadelphia:  Joseph  Weber  (Mgr )  Pittsburgh:  Stephen 
Baker  (Mgr),  Kerth  L  Alexander  San  Francisco:  Russell  Mitchell 
(Mgr),  Richard  Brandt  Joan  OC  Hamilton,  Robert  Hof.  Kathy  Rebello 
Seattle:  Don  Jones  Vang  (Mgr)  Washington:  Stephen  H  Wildstrom 
(Sr  News  Editor),  Stan  Crock  (News  Editor).  Amy  Bonus,  John 
Carey,  Richard  S.  Dunham.  Dean  Foust,  Susan  B  Gartand,  Howard 
Gleckman,  Douglas  Harbrecht.  Mark  Lewyn.  Paul  Magnusson,  Mike 
McNamee.  Mary  Beth  Regan,  Michael  Schroeder,  Owen  Ullmann, 
Catherine  Yang  Christina  Del  Valle  (Asst  editor)  Bonn:  John 
Templeman  (Mgr ),  Karen  Lowry  Miller,  Gail  Schares  Hong  Kong: 
Joyce  Bamathan  (Mgr),  Pete  Engardio  London:  Paula  Dwyer  (Mgr), 
Julia  Flynn  Mexico  City:  Gen  Smith  (Mgr.)  Moscow:  Peter  Gaiuszka 
(Mgr)  Paris:  Stewart  Toy  (Mgr).  Bill  Javetski,  Jonathan  B  Levme 
Rome:  John  Rossant  (Mgr )  Tokyo:  Robert  Neff  (Mgr ),  Neil  Gross, 
Larry  Holyoke  Toronto:  William  C  Symonds  (Mgr.) 
EDITORIAL  SERVICES:  Broadcasting:  Ray  Hoffman  Business  Manager: 
Barbara  Boynton  Information  Services:  Jude  T  Hayes  (Director), 
Joyce  E.  Kirkpatnck  (Mgr ),  Judi  Crowe  (Asst  editor).  Mary  Danehy, 
Heather  Hartley;  Fred  Katzenberg,  Mana  Maronak  Office  Manager: 
Roselyn  Koprt  Public  Relations:  Chnstme  Summerson.  Josephine 
Coppola  Readers  Report:  Zenobia  Brown  Reprint  Permission: 
Lawrence  Clayton  Systems:  Ina  L  Kichen  (Mgr ),  Andrew  Bernardo, 
Mane  Brown,  Marta  Skrelja 

PRESIDENT/PUBLISHER:  John  W  Patten 

SR.  VP,  OPERATIONS  &  CIRCULATION:  Gary  B  Hopkins 

VP,  INTERNATIONAL:  Gerd  Hmske 

"P,  STRATEGIC  MARKETING  &  DEVELOPMENT:  Cara  Enckson 

VP-,  SALES:  Constance  E  Bennett  (Eastern  Region),  Dan  Dunn 

(Midwestern  Region).  Louis  R  Mohn  (Western  Region) 

VP,  STRATEGIC  PROGRAMS:  James  H  McGraw  IV 

CONTROLLER:  Gary  M  Singer 

DIRECTOR,  ADVERTISING  BUSINESS:  Linda  F  Carvalho 

DIRECTOR,  PRODUCTION:  Mano  J  Talluto 


THOUGHTS  FOR 
CHAIRMAN  GERSTNER 


o  one  doubts  the  enormous  chal- 
lenge and  urgency  that  IBM  faces 
in  correcting  its  past  errors  and  forging 
a  path  to  success  once  again  ("Rethink- 
ing IBM,"  Cover  Story,  Oct.  4).  However, 
it  is  important  to  note  that  Lou  Gerst- 
ner  is  not  the  only  player  in  this  trans- 
formation: Tens  of  thousands  of  IBM  em- 
ployees have  to  row  the  Big  Blue  boat 
forward,  too.  Hence,  a  unifying  vision 
is  critical,  even  if  it  means  restating  ele- 
ments that  have  spelled  success  for  IBM 
for  decades  and  adding  a  few  others 
that  stress  currently  desired  values. 
Here  is  a  sample  that  just  might  work: 

"IBM  will  build  on  its 
strengths  in  technology, 
creativity,  global  pres- 
ence, and  customer  rela- 
tionship to  be  the  premier 
advanced-technology  com- 
pany in  creating  and  de- 
livering computing  and 
information-processing  so- 
lutions to  individuals, 
businesses,  nonprofit  or- 
ganizations, and  govern- 
ments worldwide." 

Suri  Bhagavatula 
Stamford.  Conn. 


After  26  great  years  with  IBM,  I 
called  it  quits  in  July,  1992,  and 
started  a  property-management  compa- 
ny. There  is  life  after  IBM,  as  I  and  oth- 
er past  IBMers  can  attest. 

During  the  1960s  and  70s,  IBM  em- 
ployees were  like  a  great  team  of  horses 
pulling  in  one  direction.  That  was  be- 
cause those  who  held  the  reins  had  a  vi- 
sion. They  also  had  only  one  primary 
product  to  haul:  mainframes— specifical- 
ly the  :;0O/.T7O/:38(l  lines.  Times  have 
changed,  products  have  changed,  and  so 
must  the  vision,  the  direction. 

Lou  Gerstner  should  understand  that 
he  needs  a  vision  that  can  be  articulated 
to  everyone  (both  in  and  outside  IBM)— 
even  if  it's  just:  "Our  mission  is  to  be 
the  most  successful  information-technol- 
ogy company  in  the  world." 

Ira  Gross 
Boca  Raton,  Fla. 


When  a  company  has  a  visiej 
can  justify  layoffs  of  emplca 
who  do  not  fit  into  that  vision.  W 
company  cannot  build  up  to  400,00(bn 
ployees  and  then  let  financial  reig 
neering  dictate  that  it  can  make  do  I 
only  300,000  in  the  next  couple  of  yir 
I  would  imagine  that  if  its  manager 
envisioned  the  need  for  a  skill  I 
which,  when  summed  up,  amounted 
say,  325,000  employees,  then  the  cop 
ny  would  be  better  off  in  the  long  1 
keeping  the  additional  25,000.  It  apjiii 
to  me  that  Corporate  America  is  ge 
ally  going  crazy  over  paring  costs. 

Jack  Xargun:; 
San  Ek 


I would  like  to  poinloi 
to  Lou  Gerstner  t; 
IBM's  problems  mad 
more  fundamental  s 
he  thinks.  As  a  foil 
IBM  marketing  repree 
tative  with  11  yu 
experience,  every  % 
I  would  ask  my  mi 
ger  the  following  fcl 
questions: 

Who  are  my  custoir 
What  do  you  want: 
to  sell? 

How  will  I  be  paid 
My  first-,  second-,  I 
third-line  managers  df 


have  the  answers. 


Shawn  B.  C:| 
Ridgefield,  Ci 


I was  eager  to  read  your  story.  Bu  5 
ter  looking  at  the  first  three  picti 
I  dropped  it  in  dismay.  They  s  |0V 
Gerstner  wearing  the  shirt  equiva 
of  checkered  pants,  descending  from  3 
IBM  Gulfstream,  and  stepping  ou  [' 
what  looks  like  a  chauffeured  limous ' 
The  pictures  convey  the  strong  % 
sage  that  the  same  mentality  | 
wrecked  the  company  is  still  in  chai 
Claudio  Bal 
M 


When  the  chairmen  of  Boeing 
Ford  commented  on  how  de] 
dent  their  companies  are  on  a  sii 
computer  vendor,  I  wondered  if  t 
were  listening  to  themselves.  I  also  v 
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Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
our  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

Ask  your  doctor  about 
the  prescription  medicine  PROSCAR . 

(FINASTERIDE) 

Finally,  a  medicine 
for  the  treatment 
of  symptomatic  benign 
prostate  enlargement 

1  can't  make  it  till  halftime  any- 
|  re  without  having  to  go  to  the 
I  hroom.  You're  getting  up  several 

es  a  night  to  urinate.  It's  begin- 

g  to  bother  you,  but  up  to  now, 

've  lived  with  it.  The  question  is, 
'  uld  you? 

til  recently,  there  wasn't  a 
j  licine  that  could  help  the  condition 
j  )wn  as  symptomatic  benign 

state  enlargement  or  BPH.  But 

v  there  is  PROSCAR,  the  first  oral 

icription  medicine  that  can  actual- 

tirink  an  enlarged  prostate. 

uever,  it  is  important  to  know  the 
iwing:  PROSCAR  doesn't  work  for 
yone.  Even  though  the  prostate 
nks,  you  may  not  see  an  improve- 
it  in  urinary  flow  or  symptoms. 
'.  you  may  need  to  take  PROSCAR  for 
onths  or  more  to  see  whether  it 
«  you. 


)w  Proscar  can  shrink  an 
enlarged  prostate 

m  i  man  ages,  a  key  hormone  can 
h  d  cause  the  prostate  to  grow. 


ThU  istate  surrounds  part  of  the  urethra,  the  tube  that 
urine  f  rom  the  bladder.  As  the  prostate  enlarges,  it 
■eeze  the  urethra  and  cause  tin  nary  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  PROSCAR  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself.  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
Proscar  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer, 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  call  1-800-635-4452 
today. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostat  ic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After'  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  rest  rict  t  he  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  compfetely 

•  a  feeling  of  delay  or  hesitat  ion  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 

•  Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  I )1 11    i lihydn itestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DH1  leads  to  shrinkage  of  t  he  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  (low  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  Like  PROSCAR  and  it 
may  help  you,  il  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  y<  iu  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  si  de  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR'  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  t  he  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor  I. 

I  In  lulling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  Yl  )1  R 
PHARMACIST  ( )R  OTHER  HEALTH  CARE 
PROVIDER. 
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CORRECTIONS  &  CLARIFICATICjB 

"The  Global  Investor"  (Cover  Spl 
Oct.  11)  should  have  given  the 
demic  affiliation  of  Ingrid  M.  W 
as  assistant  professor  at  Stanfor 
versity's  Graduate  School  of  Bus 


der  if  the  shareholders  of  Boeing 
and  dozens  of  other  companies  a 
tening.  Betting  the  company  on  t 
tunes  of  one  outside  supplier  is  vM 
of  severe  scrutiny.  It  seems  to  mm 
America's  ability  to  compete  inn 
tionally  is  best  served  by  healthy  cl 
tition.  Good  riddance  to  the  axiom! 
one  was  ever  fired  for  buying  ibmB 
Paul  J.  l| 
Santa  Clara,  I 

I take  one  great  exception  to  youJ 
cle.  In  today's  world,  great  man! 
must  understand  the  family  neel 
their  employees.  You  make  the  easel 
Gerstner  is  a  family  man  and  thJ 
colleagues  admire  his  "devotion  t| 
family."  Later  on,  you  write  thJ 
works  "6/^-day  weeks,  16-to-18| 
days."  He  is  praised  for  taking  i 
home  every  night.  How  does  this! 
understand  family  needs  if  he's  il 
at  home?  IBM  can  succeed  only  il 
ployees  are  motivated  and  under! 
by  their  management.  In  my  mindJ 
ily  is  a  large  element  in  most  emplo] 
motivation  equation. 

Bruce  C.  D 
S( 

Regarding  IBM's  corporate  lex 
it's  no  wonder  they're  in  such 
ble.  While  it  may  seem  the  perve 
of  the  English  language  through  th 
of  nonsensical  idioms  and  "verbin 
a  minor  issue,  it  strikes  me  as  a 
bling  symptom  in  a  company  whose 
jor  business  is  accurately  and  cl 
transferring  and  disseminating  con 
information. 

Perhaps  IBM's  problems  stem 
the  fact  that  employees  can't  even 
municate  with  each  other,  let  alone 
municate  clearly  with  a  customer.  G 
ner  would  do  well  to  have  all  his  "h 
and  "one  performers"  "reswizzle" 
knowledge  of  English.  Any  supplier 
wants  to  "talk  to  the  foils"  about 
proving  my  "keyboarding"  skills 
not  represent  an  organization  I  wai 
do  business  with. 

James  A.  Kind 
Canton,  IV 


tetters  to  the  Editor  should  be  sent  to  Readers  R 
Business  Week,  1221  Avenue  of  the  Americas, 
York,  N.  Y.  10020.  Fax  (212)  512-4721.  All 
must  include  an  address  and  daytime  and  evenin> 
phone  numbers.  We  reserve  the  right  to  edit  lette 
clarity  and  space 
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Our  training  for  flight 
attendants  is  extremely 
Igorous.  Maybe  that's  why 
our  flights  are  so  relaxing. 


is     Simply  to  qualify  for  the  Korean  Air  train- 
g  program  is  an  accomplishment.  Of  every 
ousand  who  apply,  only  a  few  possess  just  the 
rht  blend  of  grace  and  poise. 

Then,  nine  hours  a  day,  six  days  a  week  for  a 
onth  or  even  more,  their  natural  abilities  are 
fined.  They  study  world-class  service.  And  hos- 
tality.  And  a  number  of  different  languages. 

By  the  time  our  flight  attendants  graduate, 
ey're  skilled  in  all  the  arts  of  comfort.  Which 
aves  our  passengers  nothing  to  do  but  relax. 


KSREANAIR 

Fly  the  spirit  of  dedication." 


LEE  JANZEN 


The  Best  of  the  Best. 


The  PGA  TOUR'S  season-end  ins  TOUR 
Championship  hosts  the  top  30  money- 
winners  for  1993.  They'll  compete  for  a  $3 
million  purse,  the  largest  in  golf. 
The  TOUR  Championship  is  for  all  the 
marbles.  Year-end  statistics  titles  may   . 

be  decided  here,  along  with  Player  of    THE  TOUR 

CHAMPIONSHIP 


the  Year,  the  Arnold  Palmer  award  for 
top  money-winner  and  the  Vardon 
trophy  for  lowest  scoring  average. 
This  is  the  best  of  golf,  in  the  best  of 
settings:  San  Francisco's  prestigious 
Olympic  Club. 


October  25-31, 1993 

Tickets  limited  -  Call  now:  (415)  587-PUTT  or  800-741-3161  or  BASS  Tickets  (510)  762-BASS 


Presented  by: 


Meaedes-Benz 


United  Parcel  Service 


Your  networking  system  hasn't  lived  until 
it  has  a  multiprotocol  router.  It's  something  that  Cisco 


should  know  a  thing  or  two  about  After  all,  they  invented  it 
And  by  consistently  emphasizing  the  importance  of  listening 
to  customers  Cisco  has  captured  the  worldwide  market 
owning  over  50%  of  the  router  market 


NOVELL 


TELEGLOBE 


To  those  in  the  know,  the  mere  mention  of  the 
name  Novell  strikes  up  images  of  successful  networking. 


If  s  all  about  working  together.  Teleglobe  sets  itself  apart 
by  working  with  leading  manufacturers  of  bridges  and  routers 


Their  alliance  with  over  2,500  software,  hardware  and  system 
vendors  has  helped  them  create  NetWare,  the  operating  software 
that  allows  systems  as  different  as  Microsoft  IBM,  and  Oracle  to 
work  together,  seamlessly.  In  short  Novell  is  the  industry  standard 
in  networking  software.  And  that  standard  is  our  standard. 


to  ensure  flawless  compatibility.  And  their  reputation  for  reliability 
and  outstanding  support  make  them  a  leader  in  their  own  right 


M)  MOTOROLA 

code* 


If  there's  one  thing  we  know  about 
computer  networks,  it's  that  we  don't  kncjW 
everything.  No  one  does.  That's  why  we've  created 


It's  about  speed,  and  then  some.  Over  the  past  thirty 
years,  Motorola  Codex  has  pioneered  every  analog  trans- 


mission  speed  breakthrough  in  die  industry,  as  well  as  setting 
the  standard  for  the  new  Frame  Relay  protocol.  But  more  than 
that  they  have  the  ability  to  translate  multiple  protocols  over  a  single 
netwbrlcTheyll  make  it  "work.  Quickly.  Because  you  just  don't  have 
time  to  waste.  ■    ~  - 


'  Interprise  and  partnered  with  other  leaders  in  the 
communication  industry.  But  above  all  else  wetelieve 
the  most  important  partnership  we  can  make  is  with  . 
you.  We  can  make  it  work. 


'•SynOptics 


When  you  think  of  an  intelligent  wiring  hub 
system,  there's  really  one  word  that  should  come  to 
mind:  SynOptics.  Not  only  are  they  the  leader  in  market 
share,  but  their  product  development  is  unsurpassed,  laying 


the  groundwork  not  just  for  easy  migration  of  applications 
today  but  to  accommodate  growth  and  future  data  strategies. 
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What  do  we  have 
in  common  with  the 
major  brokerages? 

Credentials. 


Their  investment  experience. 


Our  investment  experience. 


At  BA  Investment  Services,  our  Investment  Specialists  have  spent  years  in  the  business  of  investing. 
In  everything  from  government  bonds  to  equity  mutual  funds.  And  they're  all  licensed  by  the  National 
Association  of  Securities  Dealers. 

So  why  come  to  us  instead  of  another  brokerage?  In  short,  the  personal  attention  you  get  when  you  meet 
with  an  Investment  Specialist  at  your  BofA  branch.  Whether  your  needs  are  short  or  long  term,  for  income, 
tax  advantages  or  capital  growth,  we  make  it  a  point  to  tailor  every  recommendation  to  the  goals  you've  set  for 
yourself.  And  go  over  the  details,  one  on  one. 

To  make  an  appointment,  just  call  1-800-404-BofA, 
ext.  10.  And  work  with  a  broker  with  an  uncommonly 
deep  commitment  to  personal  service. 


•  Mutual  Funds  •  Stocks  •  Bonds 
Annuities  •  Self-directed  IRAs  •  Money  Market  Funds 
•  US  Treasury  &  Municipal  Securities 


m 


BA  Investment  Services,  Inc. 


<  1993  BA  Investment  Services.  Inc.  (BAIS)  is  a  registered  broker-dealer  and  member  NYSE/SIPC.  Annuities  are  made  available  by, 
Bank  of  America  NT&SA,  as  agent.  Securities  and  annuities  are  not  bank  deposits,  are  not  insured  by  the  FDIC  or  any  other  governmel 
entity,  and  are  not  obligations  of  or  guaranteed  by  Bank  of  America  or  any  of  its  affiliates.  Investments  in  securities  and  annuities 
involve  investment  risks,  including  possible  loss  of  principal  BAIS  is  a  wholly-owned  subsidiary  of  Bank  of  America  NT&SA. 
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\P  OPERA:  THE  INSIDE  STORY  OF  PROCTER  &  GAMBLE 

\lecia  Swasy 

bs  Books  •  378pp  •  $24 


ISHING  THE  DIRT 
N  THE  KING  OF  SOAP 


I 


Jk  lecia  Swasy  has  a  chip  on  her 
M  shoulder.  So  would  you,  if  you 
^^had  experienced  what  she  has. 
iorting  on  consumer-products  giant 
cter  &  Gamble  Co.  for  The  Wall 
>,et  Journal  in  1991,  Swasy  turned  up 
e  company  secrets,  such  as  the  im- 
iing  exit  of  a  top  executive.  Her  dis- 
sries  enraged  CEO  Edwin  L.  Artzt. 
subsequently  helped  get  a  grand 
'  investigation  going  that  led  to  a 
•ch  of  hundreds  of  thousands  of  Cin- 
ati  residents'  phone  records  in  a  vain 
mpt  to  identify  Swasy's  source, 
ow,  Swasy  has  writ- 
what  she  calls  P&G's 
ide  story."  Unfortu- 
fer,  as  you  might  ex- 
Soap  Opera  is  a 
idiced  tale.  It's  as  if 
sy  spent  a  year  dig- 
up  every  smidgen  of 
she  could,  then  lin- 
ed it  all.  Even  P&G 
:tices     that  many 
Id  view  as  positives 
come  across  as  ob- 
lve  and  outlandish, 
le  I'm  glad  I  don't 
c  at  a  place  that  col- 
used  underwear  to 
k  out  toilet  tissue, 
methods  seem  more 
cal   than  anything 
Swasy's  intensive  re- 
ft has  also  turned  up  a  plethora  of 
tawdry  incidents,  such  as  a  prosti- 
n  ring  allegedly  run  by  some  em- 
3es  out  of  a  P&G  lab.  That's  shock- 
but,  like  many  other  details,  it 
is  to  be  included  just  because  Swa- 
und  out  about  it. 

1  this  makes  Soap  Opera  easy  to 
iss.  And  that's  regrettable,  because 
:y  has  also  done  a  fine  job  of  explor- 
he  secretive  Procter  world,  where 
le  are  told  not  to  work  on  airplanes 
?ar  others  will  see  what  they're  do- 
ind,  Swasy  reports,  P&G  security 
Is  once  went  over  the  notes  of  a  re- 
;r  who  had  gotten  into  headquar- 
and  interviewed  employees  about 
orange-and-black  Cincinnati  Ben- 
displays.  Although  a  profusion  of 
otes  and  P&G  denials  make  for  some 
i  going,  Swasy  has  captured  colorful 
1  about  the  company  that  invented 
otion  of  "morning  breath"  and  made 


paranoia  about  spotty  dishes  and  dan- 
druff commonplace.  Those  campaigns 
turned  Scope,  Cascade,  and  Head  & 
Shoulders  into  leading  brands,  but  the 
impact  on  the  national  mind-set  may  not 
have  been  quite  so  positive. 

P&G  has  called  Swasy's  portrayal  "one- 
sided" and  "inaccurate."  The  sheer  ac- 
cumulation of  incidents,  however,  sug- 
gests that  P&G  indeed  indulges  in  some 
questionable  practices.  The  company 
seems  willing  to  go  to  almost  any  length 
to  silence  opponents,  for  example.  It 
sued  three  diaper  services  and  a  small 


n  Swasy's  telling, 
even  P&G  practices 
that  many  would  view 
as  positives  come 
across  as  outlandish 


Cleveland  ad  agency,  claiming  they 
spread  disinformation  to  hurt  sales  of 
P&G  diapers,  Swasy  notes.  It  canceled 
advertising  on  a  Boston  TV  station  that 
aired  a  commercial  that  urged  viewers 
to  boycott  Folgers  coffee.  P&G  invades 
its  employees'  privacy  by  monitoring 
phone  conversations,  Swasy  says.  And 
when  its  paper  mill  polluted  a  river  in 
Florida,  P&G  disputed  evidence  that 
there  was  a  ground-water  contamina- 
tion problem,  even  as  it  told  its  manag- 
ers to  use  bottled  water.  In  addition, 
Swasy  claims  the  company  has  muzzled 
critics  on  sensitive  issues  by  paying  for 
scientific  research.  That's  what  she  says 
P&G  did  with  toxic  shock  syndrome  after 
its  Rely  tampons  were  linked  to  the  dis- 
ease, ultimately  leading  to  their  recall. 

Swasy's  tendency  to  overstate  her 
case  is  one  reason  P&G's  directors  aren't 
likely  to  take  her  book  to  heart.  If  they 
do,  though,  they  should  ask  whether  the 


practices  she  cites  are  inherent  in  the 
company's  156-year-old  culture  or 
whether  they're  mainly  the  work  of  re- 
cent management,  including  1980s  chief 
John  G.  Smale  and  especially  Artzt. 
Swasy  suggests  both  at  various  points, 
but  the  way  she  blends  incidents  across 
decades  makes  it  hard  to  know  for  sure. 
For  instance,  she  quotes  former  Vice- 
President  Charles  Jarvie,  who  left  in 
1979,  as  if  he  were  talking  about  recent 
or  current  times. 

What's  most  disappointing  about  Soap 
Opera,  though,  is  Swasy's  failure  to  give 
her  reporting  some  context  and  greater 
meaning.  P&Gers  don't  need  to  be  told 
that  Artzt  keeps  three  copies  of  Leader- 
ship Secrets  of  Attila  the  Hun  in  his  of- 
fice to  know  he's  a  tough,  even  brutal 
manager.  Swasy  could  be  right  that  his 
warlike  attitudes  undercut  P&G's  ability 
to  keep  good  managers  and  work  effec- 
tively with  customers.  The  larger  ques- 
tion is:  Will  the  lean-and-mean  approach 
so  fashionable  today  hurt 
companies  in  the  long 
run? 

For  that  matter,  how 
widespread  is  the  kind  of 
misconduct  Swasy  accuses 
Procter  of?  She  raises  se- 
rious questions  about 
whether  P&G  acted  fast 
enough  in  warning  wom- 
en about  toxic  shock. 
That's  a  significant 
charge,  which  contravenes 
company  lore— that  the 
1980  Rely  recall  was  P&G 
"doing  the  right  thing"  re- 
gardless of  the  financial 
consequences.  Since  then, 
we've  become  more  in- 
ured to  stories  about  cor- 
porations covering  up 
flaws  in  products,  from  heart  valves  to 
breast  implants.  If  P&G  acted  badly,  it's 
hardly  alone. 

But  unlike  such  fallen  idols  as  Gener- 
al Motors  and  IBM,  Procter  is  still  very 
successful.  True,  its  dominance  in  some 
U.  S.  businesses,  such  as  diapers,  has 
eroded,  and  it's  facing  a  major  challenge 
now,  as  more  consumers  decide  that  pre- 
mium brands  aren't  necessarily  much 
better  than  lower-priced  products.  But  in 
the  late  '80s,  after  its  first  profit  de- 
cline in  decades,  P&G  staged  a  major 
comeback— based  on  successful  expan- 
sion abroad,  acquisitions,  and  product 
innovations.  Just  since  1989,  it  has  boost- 
ed foreign  sales  by  more  than  $7  bil- 
lion. It's  entirely  possible  the  company 
will  do  less  well  in  the  future,  but  Swa- 
sy inaccurately  presents  it  as  being  on  a 
long  slide.  Elsewhere,  she  suggests  that 
Procter's  solid  financial  returns  have 
masked  the  misconduct  she  alleges. 
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ROADLESS 
TRAVELED 


The  Unending 

Journey 
Toward  Spiritual 
Growth 


M.  SCOTT  PECK,  M.D. 

Aurtiot  of  THE  ROAD  L£35  TRAVT1H5 


MAVERICK:  THE  SUCCESS  STORY  BEHIND 
THE  WORLD'S  MOST  UNUSUAL 
WORKPLACE  by  Ricardo  Semler  How 
CEO  Semler  turned  the  power  over  to  his 
employees  and  achieved  900%  growth 
(Warner)  $22.95 


Easur  Kodaks 

[Black*  White 
Filin-MakinK  Fkj 


USING  EXCEL  FOR  WINDOWS 
2ND  EDITION  by  Ron  Persbn 
Both  a  tutorial  and  reference 
with  advice  tor  boosting 
worksheet,  database,  and  graphics 
productivity  (Que)  $29  95  paper 


PETER  G.  PETERSON 


Facing  Up 

MOW  TO  RESCUE 
THE  ECONOMY  FROM 
CRUSHING  DEBT 
&  RESTORE  THE 
AMERICAN  DREAM 


lUHHI.S  K  Rl  IIMV 


FURTHER  ALONG  THE  ROAD 
LESS  TRAVELED:  THE  UNENDING 
JOURNEY  TOWARD  SPIRITUAL 
GROWTH  byM  Scott  Peck,  M  O 
The  long-awaited  sequel  by 
psychiatrist  and  management 
consultant  Peck  examines  the 
most  trequently  asked  questions 
about  personal  growth  (Simon  & 
Schuster)  $21  00 


USING 
1-2-3 

 FC)RVyjNDOWS^ 

RKLKASK  A 


TEAM  ZEBRA  by  Stephen  J  f tangos 
How  team-based  organization  rescued 
Kodak's  ailing  black  &  white  film  division 
(Dearborn  Trade)  $22  00 


FACING  UP:  HOW  TO  RESCUE 
AMERICA  FROM  CRUSHING 
DEBT  AND  REBUILD  OUR 
ECONOMIC  HEALTH  AND 
WEALTH  by  Peter  G  Peterson 
A  blueprint  for  making  deficit 
reduction  work  by  breaking  the 
stranglehold  of  special  interests 
that  is  crippling  the  country 
(Simon  &  Schuster)  $22  00 


USING  1-2-3  RELEASE  4  FOR 
WINDOWS  by  the  Que  Development 
Group  The  perfect  comprehensive 
tutorial  tor  beginning  users  and 
those  who  are  upgrading  (Que) 
$29  95  paper 


Whatever  business  you're  minding,  reading  can  help  you  do 
it  better.  Whether  you're  on  the  fast  track  or  the  road  not 
taken,  there's  nothing  like  a  good  book  to  spur  you  on. 

Visit  your  nearest  bookseller  for  these  informative  books 
and  more.  And,  for  a  free  catalog  of  more  outstanding 
business  and  computer  books,  plus  the  name  of  your  local 
bookseller,  call: 


1-800-814-8499 


Books  Are  A  Minds  Best  Friend:" 


Prices  subiect  to  change  Free  catalog  supplies  are  limited 


l=SS2 


a  point  that  seems  closer  to  the  rafj 
Ironically,  Swasy  herself  seeralt 
have  become  enamored  of  at  least  <mi 
P&G's  methods.  She  reveals  that,  tofl 
her  find  out  what  people  wantt|£t 
know  about  the  company,  a  former  fro 
toid  conducted  a  focus  group.  Noifri 
could  be  more  Procter-like  than  thL 
BY  ZACHARY  SClfe 
Cleveland  Bureau  manager  SchilleM 
reported  on  P&G  since  1980. 
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MILES  AWAY:  A  WALK  ACROSS  FRANC 

By  Miles  Morland 

Random  House  •  238pp  •  $21 

TAKING  FRENCH  LEAV: 


E 


ver  dream  about  throwing  ovd 
old  life  and  trying  something 
tirely  different?  Miles  Morland 
mer  head  of  First  Boston's  Londo 
fice,  did  just  that  when,  to  the  sur| 
of  his  superiors  in  New  York,  he  ab 
ly  quit  in  1989.  Friends  and  colled 
were  even  more  astonished  by 
Morland  and  his  French-born  wife, 
laine,  did  next:  To  escape  their 
sured  existence,   they  hiked  ai 
France  at  the  foot  of  the  Pyrenees, 
the  Mediterranean  to  the  Atlantic. 

Morland  crafts  an  enjoyable,  oftt 
larious  travelogue  out  of  the  previ« 
sedentary  fortysomething  couple's 
mile  trek.  Its  title  aside.  Miles  J 
suffers  from  little  of  the  cuteness 
afflicts  the  raft  of  Franceploitation  lj 
and  articles  that  have  appeared  I 
Peter  Mayle's  A  Year  in  Provencl 
came  a  long-running  best-seller, 
land  intersperses  episodes  from 
monthlong  walk  with  flashbacks 
his  frantic  career  "shouting  down 
phone"  in  brokerage  houses  and 
his  often-tempestuous  marriage.  (Ht 
Guislaine  had  divorced  but  remaj 
shortly  before  starting  their  walk.1 
Morland  has  an  eye  for  detail  a 
way  with  anecdotes,  so  his  accoui 
the  trip  alone  is  well  worth  the  b 
price.  There  are  plenty  of  the  usual 
ers'  adventures:  inedible  food,  at1 
by  dogs  and  even  a  swan,  lamentab 
accurate  maps,  and  run-ins  with  : 
hotel  personnel.  But  what  gives  the 
resonance  is  the  way  the  couple  qt 
rebuild  their  relationship,  as  Moi 
learns  to  keep  his  domineering  per: 
ity  in  check  and  begins  to  see  his  £ 
wife  with  fresh  eyes.  Miles  and 
laine,  both  now  writers  living 
houseboat  in  London,  emerge  as  ch 
ing  and  likable  companions.  That  rr 
sharing  their  journey— across  Fran« 
to  a  new  life— a  pleasure. 

BY  THANE  PETEF 
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SPECIAL  INTERVIEWS 

From  The  1993 

BusinessWeek 

Forum  of  Chief  Executive  Officers 

=  REINVENTING  AMERICA  f 

":  Linda  O'Bryon,  Executive  Editor  of  The  Nightly  Business  Report,  — 

1  will  interview  leading  executives  representing  some  of  America's  major  corporations 
on  such  vital  issues  as: 

•  Business  and  Education 

•  The  Sluggish  Economy 

•  Restructuring  for  Growth 

•  Managing  Change 


Making  $ense  of  It  All 


October  26,  27  and  28 

on  your  public  television  station 

The  Nightly  Business  Report  is  produced  by  WPBT2/Miami 
in  association  with  Reuters 

Nationally  underwritten  by  Digital  Equipment  Corporation,  A  G  Edwards,  Inc., 
The  Franklin/Templeton  Group  and  Public  Television  Stations  nationwide 


Edgar  J.  Greco  on  the  future  of  document  imaging. 

We  can  no  longer  think  of  paper,  film,  or  digital  technologies  as 
separate  document  imaging  platforms.  They  need  to  be  seamlessly 
integrated.  The  key  word  is  harmony.  As  we  experience  the  shift 
from  mainframe  to  desktop,  the  flow  of  information  moves  closer 
to  the  people  who  need  it  most.  Effective  decentralization  will 
require  a  strong  central  hub  and  fully  networked  spokes.  So  that 
everyone  can  access  a  variety  of  images  that  help  translate  infor- 
mation into  knowledge.  For  peak  productivity,  both  the  hub  and 
spokes  need  to  communicate.  This  gives  each  individual  or  work 
group  the  power  to  access  information  rapidly  and  effect  change 
more  quickly.  For  this  reason,  we're  developing  document  imag- 
ing solutions  that  are  truly  multimedia.  Each  Kodak  Office 
Imaging  Product — from  a  single  copier,  printer,  or  microfilmer  to 
scanners,  optical  disk  libraries,  and  writable  CD — must  be  compat- 
ible. Each  must  enable  migration  to  future  technologies.  And  allow 
the  free  exchange  of  images  between  one  platform  and 
another.  No  one  company  can  be  all  things  to  all  people.  We 
have  forged  strategic  alliances  with  other  leading  organizations 


S  WE  WORK  IN  AN  EITHER/OR  WORLD. 
JVENTIONAL  WISDOM  |<|  WRONG. 


to  enable  you  to  make  a  better  choice  among  an  even  broader  set 
of  products  and  services.  We  listen  to  our  customers  and  are 
dedicated  to  providing  solutions  that  help  people  work  more 
productively.  We  are  committed  to  document  imaging.  Managing 
image-intensive  information  is  our  heritage.  It  is  our  future. 


Economic  Viewpoint 


HEALTH-CARE  REFORM:  HAVE  THE  CLIHTONS 
BEEN  RETOUCHING  THE  X-RAYS? 


BY  PAUL  CRAIG  ROBERTS 


Misinformation  has 
characterized  the 
debate  and  will 
continue  to  do  so. 
What  the  White 
House  says  doesn't 
jibe  with  the  outline 
submitted  to 
Congress 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Once  again,  Americans  are  being  sold  a 
bill  of  goods  by  politicians.  By  collec- 
tivizing the  delivery  of  health  services, 
they  are  promising  more  care  at  a  lower  cost 
with  no  decline  in  quality.  Before  buying  this 
fantasy,  consider  the  four  essential  facts  of 
health-care  reform: 

Clinton's  plan  amounts  to  a  gigantic  new 
entitlement  with  no  credible  means  of  financ- 
ing, at  a  time  of  swollen  budget  deficits. 

Once  a  plan  is  enacted,  there  will  be  no 
going  back.  Medical  institutions  will  be  perma- 
nently altered,  and  we  will  be  saddled  with  a 
new  health  entitlement  three  times  as  large  as 
Social  Security  and  five  times  as  large  as 
Medicare.  At  a  minimum,  this  entitlement  will 
use  up  17.2%  of  gross  domestic  product. 

Financing  will  have  to  be  found  for  the  new 
entitlement.  A  payroll  tax  would  take  a  big 
toll  on  employment.  The  remaining  source  of 
untapped  private  wealth  is  pension  funds.  As- 
sistant Treasury  Secretary  Alicia  H.  Munnell 
has  a  plan  ready  that  will  end  the  tax  de- 
ductibility of  pension  contributions  and  the 
tax  deferral  of  pension  fund  earnings. 

Misinformation,  not  full  disclosure,  will 
characterize  the  debate  on  health-care  re- 
form. The  First  Lady  and  President  Clinton 
have  set  the  tone  by  fanning  insecurity  while 
appealing  to  conscience  with  stories  of  the  un- 
insured that  pull  at  the  heartstrings.  Who 
can  oppose  a  universal  system  that  would 
cost  less  (without  price  controls  or  decline 
in  access  and  quality)  while  maintaining 
consumer  choice  and  fee-for-service  insur- 
ance plans'? 

CRIMES  OF  THE  HEART.  But  what  the  First  Lady 
and  the  President  are  telling  us  about  their 
health-care  plan  doesn't  jibe  with  the  contents 
of  the  239-page  document  they  have  submitted 
to  Congress.  The  Clintons  argue  that  current 
health  spending— at  14%  of  GDP— is  too  high, 
and  that  there  are  savings  galore  with  which 
to  provide  universal  care  and  cut  the  federal 
budget  deficit.  However,  tables  in  the  Clin- 
tons' plan  show  costs  jumping  to  17%  of  GDP 
by  1996,  a  figure  many  experts  regard  as 
understated. 

The  plan  is  coercive  and  undercuts  choice  in 
many  ways.  It  requires  most  Americans  to 
buy  coverage  through  regional  monopolies 
known  as  health  alliances.  The  federal  gov- 
ernment is  to  set  ceilings  on  how  much  each 
alliance  can  spend.  The  goal  is  to  cap  the 
health-care  demand  of  those  who  are  deemed 
to  have  too  much  access  in  order  to  free  up 
supply  for  those  who  are  currently  deemed 
to  have  too  little.  The  plan  mandates  "care 
based  only  on  differences  of  need." 

Moreover,  no  alliance  can  offer  a  plan  that 


costs  20%  more  than  the  average  price 
plans  within  the  alliance.  This  rule,  togi 
with  the  spending  ceilings,  may  preclude 
for-service  plans  that  allow  patients  to  cl 
their  doctors  and  medical  services.  Budg 
pressures  and  penalties  for  exceeding  1 
will  push  alliances  to  choose  plans  on 
not  quality. 

A  principal  source  of  the  claimed  sa 
comes  from  "gatekeepers"  who  are  em 
ered  to  limit  patient  access  to  expensive 
ical  specialists.  The  plan  calls  for  "new  cri 
penalties"  for  "the  payment  of  bribes  or  £ 
ities  to  influence  the  delivery  of  health  s< 
es  and  coverage."  Whether  this  would  ap] 
someone  determined  to  disentangle  a 
spouse,  or  parent  from  red  tape  withit 
plan  would  presumably  be  determined  t 
enforcement  bureaucrat. 
geographic  roulette.  The  new  criminal 
alties  suggest  that  the  plan's  architects 
that  not  all  will  be  well  with  their  scher 
redistribute  health  care.  The  one-size-fi 
benefits  package  burdens  every  consumer 
premiums  covering  services— such  as  al 
and  drug  rehabilitation  and  abortion— tha 
atively  few  will  use,  while  making  other 
ments  more  difficult  to  obtain.  In  add 
the  reform  requires  that  every  health 
offered  by  an  alliance  accept  every  applies 
the  same  premium,  regardless  of  age, 
style,  and  preexisting  conditions. 

To  complete  the  redistribution,  the 
forces  high-income  areas  to  subsidize  the 
of  low-income  groups.  It  specifies  that  ii 
ting  up  plan  regions,  states  "may  not  s 
vide  a  primary  metropolitan  statistical 
A  region  that  comprises  an  inner  city 
the  surrounding  suburbs  "is  presumed  to 
compliance." 

In  short,  the  homeless,  the  AIDS-infe 
and  babies  born  to  drug  addicts  will  drh 
the  premiums  paid  by  employers  and 
dents  of  regions  containing  inner  cities, 
will  affect  property  values  and  business 
tion  decisions. 

This  isn't  the  half  of  it.  Meanwhile 
Clintons  claim  that  they  can  pay  for  re 
with  budget  savings  and  new  tax  reve 
They  envisage  $238  billion  in  Medicare 
Medicaid  cutbacks— but  simultaneously. 
plan  adds  $152  billion  in  new  prescription 
and  long-term  health-care  programs.  Theji 
foresee  $47  billion  in  "other  federal  prol 
savings,"  $105  billion  in  new  sin  taxesa 
$51  billion  in  new  income  taxes  on  proj't 
higher  wages  that  employers  can  payjn 
health  insurance  doesn't  cost  so  much,  b 
ously,  this  is  no  financing  at  all,  so  say  j>j 
bye  to  your  pension. 
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Announcing  several  new 

from  Norelco. 


recision  groove  improves  our 
and  channels  your  beard  closer 


To  improve  the  "Lift  and  Cut"- 
system  so  it  can  shave  closer 


Enough  technology.  Note  our 
other  closeness  improvement. 


Norelco  did  it  again.  We  took 
our  close  shave  and  made  it  even 
closer  We've  added  a  precision 
groove  to  our  floating  heads. 


A  groove  that  channels  your 
beard,  so  our  "Lift  and  Cut",  system 
shaves  closer  than  ever  So  much 
closer,  she  might  want  to  get  closer. 


The  New  CjNoreica  Razors.  Our  Closest  Shave.  Ever 

©1993  Norelco  Consumer  Products  Company  A  Division  ol  North  American  Philips  Corporation,  Stamford,  CT  06904 


The 


ONLY  NAME 
IN  OFFIC 


JL  anasonic  OA  knows  what  it  takes  to  keep  today s  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation-that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic"  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 


call  1-800-843-0080.  ext.  4115. 
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U  NEED  TO 
3UIPMENT. 


THE  PANASONIC  FP-7650  HIGH-SPEED  COPIER. 
INCREDIBLY  FAST,  SO  IT  WON'T  SLOW  YOU  DOWN. 

Resenting  a  high-speed  copier  that  gives  your  office  the  productivity  you 
need  and  the  reliability  you  want.  Because  this  Panasonic  copier  is  not  only 

fast-it's  efficient  and  affordable. 
How  fast?  Try  76  copies  per  minute  with 
up  to  100%  throughput  when  using 
special  features  such  as  sorting,  stapling, 
and  duplexing.  A  paper  capacity  of  up  to 
6,000  sheets  lets  you  make  the  most  of  that 
speed.  While  a  Fuzzy  Logic  toner  control 
system  assures  you  superb  copy  quality. 
The  Panasonic  FP-7650  high-speed  copier.  Productivity  and  performance 
beyond  duplication. 
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conomic  Trends 


BY  CHRISTOPHER  FARRELL 


CALIFORNIA  MAY  BE 
CASTING  A  SHADOW 
OVER  THE  U.S.  ECONOMY 


Since  the  recession  ended  some  30 
months  or  so  ago,  one  question  has 
obsessed  economists  and  bewildered  pol- 
icymakers: Why  won't  the  economy 
grow  faster?  Two  oft-mentioned  culprits: 
brutal  corporate  restructurings  and  slow- 
ing federal  spending.  But  now,  some 
economists  are  pinning  more  of  the 
blame  on  the  California  slump.  "If  Cali- 
fornia isn't  doing  well  or  is  in  recession, 
that  goes  a  long  way  toward  explaining 
why  the  national  economy  won't  pick 
up,"  says  Mark  Zandi,  economist  at  Re- 
gional Financial  Associates  Inc. 

Take  jobs.  Excluding  the  Golden 
State,  employment  is  up  by  2%  year- 
over-year.  But  California  is  down  by  a 


THE  GOLDEN  STATE'S 
DRAG  ON  JOBS 


YEAR-OVER-YEAR 

CHANGE  IN  EMPLOYMENT 

CALIFORNIA 

REST  OF 

COUNTRY 

'89 


▲  PERCENT 


'90        '91        '92  '93 
DATA:  DRI/MtGRAW-HILL,  BUSINESS  WEEK 


crushing  1.6%,  pulling  down  the  rest  of 
the  economy  (chart).  Indeed,  at  this 
point  in  past  turns  of  the  business  cycle, 
California  would  have  added  1  million 
jobs  rathei-  than  lose  more  than  half  a 
million,  says  HFA's  Zandi.  Look  also  at 
housing:  Over  the  past  year,  housing 
permits  are  up  22.7%  for  the  country 
as  a  whole  but  down  10.9%  in  California. 

It's  hardly  surprising  that  California's 
slump  would  have  such  a  powerful  im- 
pact on  the  national  economy.  The  Gold- 
en State  accounts  for  about  12%  of  the 
nation's  gross  domestic  product,  and  it's 
the  country's  most  populous  state,  with 
some  30  million  residents. 

The  state's  recession  has  been  led  by 
the  defense-driven  devastation  of  its 
lerospace  industry  and  manufacturing 
sector.  Declines  in  home  prices  and  weak 
•ial-construction  markets  are  fur- 
icerbating  the  downturn.  Right 


now,  no  region  of  the  state  is  showing 
job  growth,  and  nonfarm  incomes  have 
fallen  by  0.2%  from  the  first  quarter  of 
last  year,  after  adjusting  for  inflation. 
Net  migration  from  the  rest  of  the  coun- 
try into  California  has  swung  from,  a 
positive  207,000  in  fiscal  1989-90  to  a 
negative  150,000  in  fiscal  1992-93,  says 
David  Hensley,  economist  at  Salomon 
Brothers  Inc. 

When  will  the  California  economy  pick 
up  a  head  of  steam?  Hensley  believes  it 
may  happen  by  spring  of  next  year,  per- 
haps earlier  if  the  defense  meltdown 
abruptly  cools  off.  Yet  even  when  Cali- 
fornia leaves  its  recession  behind,  rfa's 
Zandi  believes  that  its  long-term  prob- 
lems, such  as  the  high  cost  of  working 
and  living  in  the  state,  will  constrain 
growth  through  the  rest  of  the  decade— 
a  hindrance  to  more  rapid  economic 
growth  elsewhere  in  the  economy. 


WHEN  IT  COMES  TO 

DEBT,  THE  U.S.  IS 

THE  UNDISPUTED  CHAMP 


With  all  the  talk  about  globaliza- 
tion of  the  bond  market,  it's  im- 
portant to  note  that  the  U.  S.  is  still  the 
world's  premier  issuer  of  debt.  The  U.  S. 
economy  represents  about  one-third  of 
the  GDP  of  the  industrialized  nations, 
but  dollar-denominated  bonds  account- 
ed for  a  40.5%  share  of  the  $14.8  trillion 
publicly  issued  bonds  outstanding  in  21 
major  bond  markets,  according  to  Rosa- 
rio  Benavides,  analyst  at  Salomon  Broth- 
ers Inc.  The  U.  S.  share  was  2.6  times 
bigger  than  the  second-largest  bond  mar- 
ket, the  Japanese  yen  market  (17.6%). 
The  third-biggest  market  was  Germa- 
ny, with  a  9.5%  share. 


WILL  RETIRING 
BOOMERS  SINK  THE 
STOCK  MARKET? 


Demographics  may  not  quite  be  desti- 
ny, but  they  sure  have  a  powerful 
impact  on  the  economy.  That  has  been 
especially  true  for  the  group  of  people 
born  between  1946  and  1964,  the  so- 
called  baby  boom  generation.  Recently, 
congressional  policymakers  held  hear- 
ings en  the  likelihood  of  baby  boomers' 
overwhelming  the  current  Social  Secur- 
ity system  during  their  retirement 
years,  roughly  2010  to  2050. 

Now  it  turns  out  that  retiring  baby 
boomers  may  pose  problems  for  the  pri- 
vate, employer-sponsored  pension  sys- 
tem as  well.  That's  the  conclusion  of  a 
recent  paper  by  John  Shoven,  econo- 


mist at  Stanford  University,  ancM 
vester  Schieber,  an  employee-be« 
specialist  at  the  Wyatt  Co.  UsinB 
same  demographic  and  work-forceB 
acteristics  underlying  the  governnMl 
Social  Security  projections,  and  mil 
assumptions  about  investment  ram 
return  and  asset  allocations,  the  aip 
project  that  the  employer  pensioip 
tern  will  shift  from  a  huge  net  buM 
assets  to  a  net  seller,  probably  iH 
third  decade  of  the  next  century.  I 

The  impact  on  the  stock,  bonap 
other  capital  markets  could  be  I 
They  predict  that  benefits  will  firfl 
ceed  employer  contributions  in  200mi 
that  asset  growth  will  slow  sharjm 
that's  the  case,  America's  pension  m 
will  no  longer  be  a  major  source  ol 
investment  funds  for  the  economft 
could  well  put  enormous  downward! 
sure  on  prices  in  the  bond  and  m 
markets. 

Shoven  and  Schieber  argue  thafc 
ployers  would  be  putting  more  ntti 
into  pension  plans  right  now  hal 
government  not  put  restrictions  ol 
ployer  contributions  to  pension  anal 
it-sharing  plans  in  order  to  reduce* 
pany  tax  credits.  For  example,  thM 
budget  deficit-reduction  bill  cut  thel 
of  individual  employee's  compenm 
that  can  be  considered  in  fundinl 
contributing  to  401(k)  plans.  Wil 
extraordinarily  large  number  of  remt 
removing  constraints  on  employer  <H 
butions  could  bolster  a  baby  bool 
prospects  for  a  financially  hamj 
retirement. 


JOB  ROLLS  CONTINUE 
TO  SHRINK— AND  THE 
END  IS  NOT  IN  SIGHT 


Corporate  layoffs  just  keep  on  m 
and  going,  and  going  

According  to  Challenger  GrB 
Christmas  Inc.,  an  international  outB 
ment  company,  48,786  layoffs  wel 
nounced  in  September,  the  thirdB 
est  monthly  total  this  year.  WorsaJ 
of  the  employers  announcing  layaa 
September  have  downsized  two,  I 
and  even  four  times  since  the  begl 
of  the  year.  The  top  three  industijl 
layoffs  for  September  were  commtt 
tions,  chemicals,  and  transportation 
far  this  year,  layoff  notices  have  tl 
449,364,  and  the  leading  industrjl 
terms  of  layoffs  have  been  aeroal 
computers,  and  retail.  There  doesijl 
pear  to  be  any  relief  in  sight,  at  leH 
the  nation's  largest  companies.  A  tj§ 
American  Management  Assn.  si 
found  that  the  pace  of  layoffs  will  ■ 
erate  over  the  next  six  months. 
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ECONOMI 


Every  day, 

someone 
reminds  us 

what  kind 

of  business 
we're  in. 


Every  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds:  It  is  our  business  to 
■k^JaBi  care.  Though  CIGNA  consists  of  many  separate,  highly- 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 


you're  in  the  business  of  caring,  you  can't  just  care  about 


the  big  things.  You've  got  to  care  about  the  little  ones,  too. 


A  Business  of  Caring. 


IthCare    Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance        Reinsurance      Individual     International  International 

Life -Accident- Disability        Investment  Services       Management       life -Accident- Health       Property  &  Casualty       Insurance        Property  fci  Casualty       Dfe     Fjnployec  Benefits 


Put  Yom  Business 

I  mi)  Global 
Perspective 

Hie  1993  Business  \%eek  Europe  Roimdtable  of  Qiief  Executives 

Uncommon  Courage:  Bold  New  Models  of  Corporate  Leadership 

Presented  in  affiliation  with  INSEAD 

Hotel  George  V,  Paris,  France,  November  3-5,  1993 

\  new  world  older  is  emerging.  And  opportunities  arc  presenting  themselves  at  a  staggering  rale.  The 
time  to  seize  these  opportunities  is  now.  \\  Inch  is  why  Business  Week  has  assembled  the  foremost  leaders 
ol  the  European  business  community  —  the  \ei\  leaders  who  will  help  reshape  this  world  economy. 

Exclusive  sponsors  ol  the         Business  Week  European  Koundlable  will  have  a  rare  opportunity  to 
share  insights  and  new  perspectives  with  the  <  1E(  )s  ol  Europe's  largest  corporations.  Session  topics 
include:  Forging  Vdversity  into  Fortune:  Chiel  Executives  I  fading  I  he  Wav:  Capital  Markets.  Corporate 
Restructuring  and  ( iorporate  ( rovemance;  Doing  More  with  Less:  Flattening  the  Vertical  Organization. 

Sponsorships  are  limited.  For  sponsorship  information,  contact:  William  II.  I  )eGrafl.  I  )i  rector  ol  Sales. 
Strategic  Programs,  212.512.6012.  In  Europe  contact:  Mice  Thorpe  Pollner +44.71.589.6007. 


■pn 

■las 

I'atilo  I,.  (.nidi. 

President. 
Sni  mi  Intf'i  tuttiotuil 


James  V.  Kelly, 

VJanaging  Director- -Ituropp  and  isia. 
( tvmini  (  onsultinf> 


Sir  Peter  MULUeton, 

( Ihuirmun, 
HurcUivs  tie  Zoete  Wedd  Limited 


Presented  ill  association  with:  •Barclays  de  Zoete  Wedd  Limited  •Gemini  Consulting  •Sprint  International 


hi 


>f}\  i  i«ln  1993  IMi-Gra' 


BusinessWeek 


Beyond  news.  Intelligence. 


tter  From  South  Carolina 


HERE  THE  SOUVENIRS 

HALOM,  Y'ALL' 


|he  synagogue,  which  resembles  a 
Greek  temple,  is  on  a  narrow 
street  in  the  heart  of  old  Charles- 
S.  C.  You  walk  up  a  brick  path, 
igh  whitewashed  columns  that  flank 
ntrance,  and  are  met  by  a  gracious 
"Welcome  to  Kahal  Kadosh  Beth 
im,"  she  says,  "America's  oldest 
sh  synagogue— and  the  birthplace 
:form  Judaism  in  the  U.  S." 
e's  a  bit  off  the  mark.  Touro,  in 
oort,  R.  I.,  is  the  oldest  American 
jogue.  But  Beth  Elohim  is  the  old- 
fi  continuous  use.  It  is  indeed  the 
place  of  Reform  Judaism  in  Ameri- 
id  the  heart  of  a  Jewish  community 
e  members  have  for  centuries 
accepted  as  full  members  of 
noneyed  elite.  But  today,  the 
uility  and  solidity  of  Beth  Elo- 
ire  threatened  by  a  force  from 
n:  a  faction  of  back-to-the-He- 
-roots  members  whom  the  old 
1  doesn't  quite  understand. 
TIMERS.  A  tour  of  the  syn- 
ue— rose  carpets,  1850  mahogany 
1,  100-year-old  stained-glass  win- 
— takes  a  half-hour  and  ends  with 
•ging  to  visit  the  temple's  museum 
?ift  shop.  The  former  displays  a 
'  from  George  Washington,  thank- 
le  congregation  for  its  good  wishes 
s  Inauguration.  The  gift  shop  sells 
oags  that  say:  "Shalom,  y'all." 
one  time,  a  fifth  of  all  U.  S.  Jews 


congregated  here— more  than  in  any  oth- 
er city.  These  days,  while  the  4,500  Jews 
of  Charleston  constitute  less  than  1%  of 
the  city's  population,  they  remain  afflu- 
ent, influential,  and  respected.  "No  one 
can  say  anything  against  the  local  Jew- 
ish community,  because  it's  been  here 
just  as  long  as  anyone  else,"  says  Rabbi 
William  Rosenthall,  rabbi  emeritus  of 
Beth  Elohim. 

In  colonial  days,  the  Carolinas  had  a 
much  more  benign— and  pragmatic— atti- 
tude toward  Jews  than  did  Puritan  New 
England.  South  Carolina's  constitution, 
influenced  by  the  ideas  of  rationalist 
philosopher  John  Locke,  promised  tol- 
'Jues,  Heathens 


YOUNGER 
MEMBERS  OF 
TEMPLE  BETH 
ELOHIM  IN 
CHARLESTON 
WANT  TO 
CHANGE  ITS 
OLD-STYLE 
WAYS  AND 
BRING  IN 
MORE  JEWISH 
TRADITION 


and  other  Dissenters."  The  colonies 
needed  human  capital,  period. 

Some  of  the  predominantly  Sephar- 
dic  Jews  who  came  in  the  early  days 
became  planters,  but  most  pursued  com- 
merce. The  richest  became  merchants, 
importers,  and  vendues  (brokers  or  auc- 
tioneers) in  such  commodities  as  cotton, 
indigo,  rice— and  slaves.  In  1794,  Abra- 
ham Seixas  advertised:  "He  has  for 
sale/Some  Negroes,  male/Of  various 
price/To  work  the  rice." 

Charleston  Jews  had  full  economic 
and  political  rights— a  thing  without 
precedent  in  the  Western  world:  They 
could  vote,  hold  citizenship,  pursue  any 
occupation,  and  dwell  anywhere.  Small 
wonder  Beth  Elohim's  rabbi  in  1841 
called  the  city  "our  New  Jerusalem." 
In  some  ways,  it  still  is.  "There  are 
anti-Semites  here,  like 
everyplace  else,  but 
they  don't  dominate  the 
social  or  political  land- 
scape. Nor  do  racists," 
asserts  Reuben  Green- 
berg,  Charleston's  chief 
of  police.  "The  proof  of 
that  is  that  I'm  here." 
Greenberg  is  both  Jew- 
ish and  African-Ameri- 
can. One  of  the  duties 
he  relishes  most  is  lead- 
ing the  local  Ku  Klux  Klan's  annual  pa- 
rade. Greenberg's  office  issues  their 
marching  permit.  He  meets  them  at  the 
city  limits  and,  in  his  ceremonial  capac- 
ity, leads  the  procession  along  its  route. 
family  pews.  In  1824,  47  members  of 
the  150-family  congregation  petitioned 
the  temple  trustees  for  innovations: 
shorter  services,  a  sermon,  prayers  in 
English  instead  of  Hebrew  (which  few 
understood  anymore)  or  Spanish  (which 
even  fewer  understood).  Rejected  at 
first,  the  reforms  were  adopted  in  the 
1840s  and  1850s,  along  with  organ  music, 
English  hymns,  and  family  pews  in  lieu 
of  separate  areas  for  men  and  women. 
Paralleling  the  contemporary  Jewish  Re- 
form movement  in  Germany,  the  innova- 
tions quickly  took  hold.  And  they  soon 
became  hidebound  conventions.  The  cur- 
rent president  of  the  congregation,  Sid- 
ney Katz,  recalls  that  when  he  first 
came  here  in  1965,  "everyone  sat  where 
they'd  been  sitting  for  centuries.  God 
help  you  if  you  took  their  seat." 

But  as  more  Northerners  moved 
south  over  the  past  20  years,  the  city's 
Jewish  population  doubled.  "The  tradi- 
tional Charleston  Jew  feels  a  little  bit  of 
an  outsider  in  his  or  her  own  synagogue 
these  days,"  says  attorney  Steven  Stei- 
nert.  "You  keep  hearing:  'I  don't  like  to 
go  to  Friday  night  services  anymore  be- 
cause I  just  don't  know  anybody.' " 
Newcomers  and  new  thinking  have 
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A  BRIGHTER  FUTURE 
WITH  AMOCO 


At  one  time,  many  paints  and  other  types  of  coatings 
contained  high  levelsof  solvents  known  as  volatile 
organic  compounds  ( VOCs).  The  problem  with  VOCs 

isthatasthey  evaporate  during 


HOW  TO  PAINT  application  and  drying,  they 


can  increase  ozone 
at  ground  level 
and  contribute  to  the  formation 


of  smog.  That'sthe  reason 
why  paint  and  coatings  man  ufacturers  are  today  using 
substances  such  as  purified  isophthalic  acid, 
terephthalic  acid  and  trimellitic  anhydride  from  Amoco 
Chemical  Company  in  their  formulations.  These 
high-purity  chemical  materials  allow  significant 
reduction  of  VOC  emissions  without  sacrificing  paint 
color,  flexibility,  hardness  or  weather  resistance. 

Every  year,  Amoco  Chemical  produces  more 
than  $4  billion  of  quality  petrochemical-based  prod- 
ucts for  customers  in  such  varied  fields  as  packaging, 
sporting  goods,  electronics  and  other  industries 
on  the  leading  edge  of  technology.  And  our  goal  is 
always  the  same:  customer  satisfaction. 

For  vivid  demonstrations  of  how  we've  helped 
other  companies  produce  successful  products,  write 
Amoco  Chemical  Company,  MC4106,  Dept.  M507, 
200  E.  Randolph  Dr.,  Chicago,  IL  60601-7125.  Or  call 
1-800-621-0626,  extension  507. 


Amoco  Chemical  Company 


■  1992  Amoco  Chemical  Company 


Self  insurance  c  an  be  an  answer.  But,  have  you  thought  of  everything? 

Like  loss  contn  >l  services.  Expert  c  laim  handling.  Excess  c<  iverages. 
Pr< >grams  like  these  In  >m  W'atisi: i  mipn  >\e  v<  >ur  self-insured  pr< >gram. 
That's  a  fact,  n<  <\  an  assumptii  >n. 


WAUSAU 

NATIONWIDE"  INSURANCE  GROUP 


shaken  Beth  Elohim.  Newer  memb 
now  about  half  the  352-family  corW 
gation— have  pushed  for  a  return  tq  fa 
ditions  that  no  old-timer  can  remerm 
services  with  more  Hebrew,  more  m 
ing,  more  ritual.  "A  lot  of  these  pA 
don't  come  to  temple  regularly,"  am 
Joan  Schones,  a  temple  guide.  "It" 
old  fogies  who  attend.  And  we 
understand  Hebrew." 

The  clash  came  to  a  head  in  a  bl 
over  The  Gates  of  Prayer,  a  newl 
form  text  that  replaced  the  centurj 
Union  Prayerbook  18  years  ago 
modern   English,   more  prominf 
placed  Hebrew  passages,  and  tradit 
right-to-left  reading.  Beth  Elohim 
began  using  Gates  in  1987,  and  then| 
on  occasion:  Rabbi  Rosen thall  helc 
line  against  its  wholesale  intrusion. 


Wausau  Insurance  Companies,  2000  Westwood  Dr  ,  Wausau,  WI  54401  1-800-542-5408  A+ AM  Best  Rating 
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IN  THE  GIFT  SHOP:  TOTE  BAGS,  MENORAI 
AND  THE  SENSE  OF  A  VENERABLE  HISTOI 


sion  between  the  camps  grew  ju» 
Beth  Elohim  was  being  surpassed 
membership  by  Charleston's  cons« 
tive  temple,  a  1947  newcomer.  All  h 
led  to  the  replacement  of  Rabbi  R<g: 
thall  with  Rabbi  Anthony  Holz  in  M 

Holz  has  met  with  a  mixed  recepl 
But  he  has  made  it  easier  for  the! 
guard  to  get  its  way  by  conducting^ 
reach  efforts  to  attract  younger  coi^r 
gants,  especially  the  children  of  ml 
marriages.  Still,  the  old-timers,  shrirSi 
in  numbers,  remain  "the  financial  B 
jority,"  as  Katz  puts  it.  So  Holz,  |i 
says  he  is  "more  open-minded  tharrr 
predecessor,"  is  making  changes  sM 
Among  them:  adding  more  Hebre  I 
Sunday  school  and  allowing  the  v[i 
ing  of  yarmulkes  in  temple  (long  foi 
den  by  Rosenthall). 

As  for  the  prayer  books,  Holz,  "iili 
Solomonic  judgment,"  has  decided  Um 
them  both— on  alternate  weekd 
Meanwhile,  the  Union  of  American^ 
brew  Congregations  has  been  revji 
Gates  of  Prayer  and  recently  publisla 
new  edition.  Nobody  at  Beth  Elohal 
even  thinking  about  that  one  yet.  j 

TROY  S3, 

Segal  is  a  New  York-based  wa 


Bayern. 

At  the  peak,  research 
at  its  peak. 


In  Bayern,  research  is  paramount. 
At  the  very  peak  of  the  Zugspitze, 
Germany's  highest  mountain, 
there's  an  atmospheric  research 
station.  Though  a  bit  lower  in 
altitude,  the  state's  other  scientific 
institutes  (the  headquarters  of  the 
world-reknowed  Max-Planck  and 
Fraunhofer  institutes  are  in  Bayern), 
universities,  polytechnics  and 
technology  transfer  agencies  all 
conduct  research  at  the  same  high 
level. 

They  also  produce  the  high-quality 
personnel  staffing  the  state's  high- 
powered  companies.  These  compa- 
nies and  their  high-performance 
products  have  scaled  the  heights  of 
the  world  market. 


Should  we  have  heightened  your 
interest  in  doing  business  in 
Bayern,  please  contact  the 

Bavarian  Ministry  for 
Economic  Affairs  and  Transport 
Dr  Georg  Orlitsch 
Pnnzregentenstr.  28 
80525  Munchen  /  Germany 
Tel.:  (89)  21  62-01 
Fax:  (89)  21  62-27  60 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 
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Imagine  a 
chip  that 
stays  so 
cool  it  gives 
drivers  a 
brake  in 
panic  stops. 


The  electronic  modules  that 
control  anti-lock  braking  sys- 
tems must  contend  with  engine 
compartment  heat  that  often 
exceeds  248  degrees.  Now, 
advanced  power  technology  from 
Siliconix,  a  member  of  AEG's 
Microelectronics  Group,  TEMIC, 
allows  circuits  to  run  cooler 
and,  therefore,  more  reliably. 
Siliconix  is  the  leading  worldwide 
supplier  of  power  MOSFETs 
for  ABS  applications.  Power 
MOSFETs  from  AEG  offer  the 
industry's  lowest  on-resistance, 
which  allows  them  to  carry 
higher  current  without  over- 
heating. Not  only  are  they  more 
reliable,  they  reduce  system 
cost.  And  they're  things  every 
driver  can  live  with. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 


licroelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


I0RE  JOBS— BUT  THEY'RE 

OTHING  TO  GET  WORKED  UP  ABOUT 


IERE  JOB  GROWTH 
HOT— AND  COID 


TEMPORARY  HELP, 
HEALTH, 
AND  SOCIAL 
SERVICES 


I.  '91  SEPT.  '93 

UIONS  OF  WORKERS 

IATA:  LABOR  DEPT.,  BUSINESS  WEEK 


rhe  latest  readings  from  the  labor  markets  offer  a 
mixed  bag  of  pluses  and  minuses  for  the  economy. 
On  balance,  the  job  data  suggest  a  continuation  of 
lerate  economic  growth  in  the  third  quarter,  with  im- 
fing  prospects  for  the  fourth. 

he  September  report  on  the  labor  markets  shows 
.  payrolls  are  growing,  but  that  new  jobs  are  lacking  in 
i  quantity  and  quality,  compared  with  past  recoveries, 
torally,  manufacturing  employment  remains  in  a  4J4- 
r  slide,  while  a  handful  of  service  industries  continues 
;enerate  most  of  the  new  openings  (chart). 

And  regionally,  job  markets 
are  improving  in  some  states, 
such  as  Massachusetts  and  Michi- 
gan, where  the  recession  hit 
hard,  but  California  is  still  suf- 
fering (table).  California,  which 
slipped  into  recession  well  after 
the  states  in  the  Northeast,  re- 
mains a  big  drag  on  the  national 
labor  markets.  In  fact,  job 
growth  in  the  state  will  rank 
50th  in  the  country  through  1994, 
•rding  to  projections  by  DRl/McGraw-Hill  Inc.  Califor- 
makes  up  12%  of  the  U.  S.  labor  force, 
ven  though  the  labor  markets  still  lack  the  zing  of 
,  recoveries,  productivity  gains  continue  to  generate  a 
iter-than-usual  share  of  the  economy's  output  growth, 
rs  worked  rose  at  an  annual  rate  of  just  1.5%  in  the 
d  quarter,  down  from  4.3%  in  the  second,  suggesting 
.  productivity  rebounded  from  its  poor  first-half  show- 
Service-sector  productivity  appears  to  have  bounced 
i,  while  factory  efficiency  posted  another  stellar  gain. 

)0K  FOR  A  Measured  by  real  gross  domestic  prod- 
RAG  FROM  uct,  however,  third-quarter  economic 
OWN  ON  growth  is  shaping  up  to  be  a  mixed  bag 
ME  FARM  as  wej]_  jn  particular,  the  Commerce  Dept. 
mates  that  the  Midwest  floods  and  Southeast  drought 
iced  farm  income  by  some  $35  billion  in  the  month  of 
',  and  that  figure  reflects  only  crop  damage  and  unin- 
sd  business  losses.  The  total  impact,  including  a  de- 
ion  of  grain  and  livestock  inventories,  was  larger, 
nomists  at  Merrill  Lynch  &  Co.  estimate  that  the  total 
i-sector  drain  on  third-quarter  GDP  could  approach  2 
rentage  points. 

ftiere  the  economy  shows  buoyancy,  though,  is  in  the 
ngth  of  domestic  demand.  Solid  third-quarter  growth 
onsumer  spending,  equipment  investment,  and  resi- 


dential construction  is  reducing  inventories— especially  of 
cars— and  setting  up  a  rebound  in  output,  which  could  give 
fourth-quarter  GDP  a  big  boost. 

If  so,  job  growth  is  due  for  a  lift  out  of  its  recent 
humdrum  performance.  Industries  added  156,000  workers 
in  September— good,  but  not  great— following  a  loss  of 
41,000  jobs  in  August.  The  two-month  net  gain  was  the 
smallest  in  a  year,  and  there  is  some  question  about  the 
strength  of  the  September  increase. 

That's  because  private-sector  employment,  excluding 
government,  expanded  by  a  mere  85,000  workers.  Jobs  on 
public  payrolls  ballooned  by  71,000,  led  by  a  54,000  in- 
crease at  the  local  level.  One  explanation:  Seasonal  ad- 
justment gave  government  jobs  a  boost  because  the  sur- 
vey was  taken  later  than  usual,  giving  teachers  time  to 
return  to  the  classroom.  If  so,  government  employment 
will  be  a  drag  on  October  jobs. 


AN  ARMY 
OF  TEMPS 
GETS 

RECRUITED 


JOBLESSNESS  IN  THE 
1 1  LARGEST  STATES 

CHANGE  SINCE 


As  usual,  service  producers  generated  all 
of  the  September  gains,  while  manufac- 
turing accounted  for  the  weakness.  In 
fact,  since  the  recovery  began  in  March, 
1991,  four  service  industries— temporary  help,  health, 
restaurant,  and  social  services— have  accounted  for  all  of 
the  growth  in  payroll  jobs.  In  September,  these  four 
made  up  less  than  18%  of  all  nonfarm  employment. 

During  the  past  year,  their 
contribution  to  job  growth  has 
diminished  to  a  still-high  54%, 
as  other  service  industries 
have  increased  their  hiring. 
The  job-weighted  average 
hourly  wage  in  these  four  cat- 
egories, however,  stood  at 
only  $8.74  last  quarter,  com- 
pared with  $10.16  for  all  ser- 
vices and  $10.84  for  the  en- 
tire nonfarm  sector. 

Temporary  help  is  one  of 
the  fastest-growing  employ- 
ment sectors.  In  the  third 
quarter,  such  temporary  jobs 
were  up  16%  from  a  year  ago,  compared  with  a  rise  of 
1.6%  for  all  payrolls.  Employers,  especially  retailers,  are 
increasingly  using  temporary  help  to  avoid  paying  the 
costly  benefits  they  would  have  to  incur  when  using  full- 
time  workers. 

Temporary  workers  are  also  more  prevalent  on  the 
factory  floor.  Because  these  workers  do  not  show  up  on 
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payrolls,  the  use  of  temporary  hires  suggests  that  factory 
jobs  may  not  be  dropping  as  quickly  as  the  Labor  Dept.'s 
numbers  indicate.  Moreover,  the  readings  on  productivity 
are  skewed  in  favor  of  manufacturing  because,  although 
the  temps  are  producing  factory  goods,  their  work  time  is 
counted  as  part  of  the  service  sector. 

Still,  the  U.S.  economy  can- 
not be  considered  strong  until 
factories  start  hiring  permanent 
workers.  Manufacturers  handed 
out  18,000  pink  slips  in  Septem- 
ber, dropping  their  payrolls  to 
the  lowest  level  since  1965.  One 
small  consolation  is  that  the  fac- 
tory losses  have  been  getting 
smaller  in  recent  months,  and 
the  workweek  and  overtime  re- 
main at  historically  high  levels. 
With  hours  stretched  so  thin,  though,  and  with  factory 
inventories  so  low  right  now,  additional  output  in  the 
fourth  quarter  may  well  require  more  people.  That's  es- 
pecially true  in  the  auto  industry,  which  has  scheduled  the 
strongest  quarterly  output  in  five  years. 

ISPEHDING  The  changing  composition  of  jobs  is  why 
IS  BACK,  wage  growth  has  fallen  back  to  a  sluggish 
AHD  SO  IS  pace.  While  the  wages  of  factory  workers 
PLASTIC  are  Deing  lifted  by  overtime,  the  addition 
of  relatively  low-paid  service  workers  means  that  pay 
gains  in  that  sector  continue  to  slow  (chart). 

In  September,  for  example,  the  average  hourly  wage 
earned  by  nonfarm  workers  was  unchanged,  at  $10.86.  De- 
clines in  all  major  service  categories— from  retail  trade  to 
finance— offset  the  0.6%  rise  in  factory  pay.  In  addition,  be- 
cause the  nonfarm  workweek  dropped  by  18  minutes, 
weekly  pay  fell  0.9%  in  September,  suggesting  that  last 
month's  growth  in  personal  income  was  weak. 

Still,  the  one-month  setback  doesn't  seem  to  be  an  im- 


COHSUMERS  A 
BORROWIHG  AG 


pediment  to  consumer  spending.  Income  growth  wasll 
id  enough  in  the  preceding  months  to  keep  shopperli 
the  stores  in  September.  And  the  Johnson  Redbook  Rem 
published  by  Lynch,  Jones  &  Ryan  Inc.,  says  thatlc 
partment-  and  chain-store  sales  in  early  October  v& 
up  1.2%  from  their  September  average. 

One  reason  for  the  continued  rise  in  consumer  outla;yi 
that  credit  cards  are  back  in  style.  After  being  an  m 
nomic  pariah  for  two  years,  consumer  borrowing  b 
made  a  very  strong  reappearance.  Installment  debt  fe< 
$3.63  billion  in  August,  after  July's  $5.04  billion  incrc« 
Both  advances  were  led  by  sharp  gains  in  credit-* 
and  other  revolving  debt.  Consumer  credit  outstamp 
now  stands  at  a  record-high  $761.1  billion  (chart). 

But  the  onslaught  of  plastic  is 
not  a  danger  to  the  outlook. 
That's  because— unlike  the  late 
1980s— borrowings  are  rising  in 
line  with  income  growth.  Even 
with  its  recent  jump,  installment 
credit  outstanding  as  a  share  of 
disposable  income  has  remained 
near  16.1%  for  more  than  a  year. 

Clearly,  households  are  bor- 
rowing at  a  pace  that  can  be 
comfortably  covered  by  their 
monthly  budgets.  So  any  future  increase  in  income  ri 
likely  be  matched  by  more  credit  use— a  good  sign  foiw 
tailers  as  they  stock  their  shelves  for  the  holiday  shopn 
season. 

A  healthy  increase  in  consumer  spending  would  I 
tainly  wipe  out  the  mixed-bag  quality  of  this  2%-yeari 
expansion,  especially  if  the  advance  translates  tol 
proved  hiring  and  industrial  output  for  the  rest  ofl 
year.  Add  in  the  lifts  from  capital  spending  and  home  it 
struction,  and  the  U.  S.  economy  begins  to  look  less  lili 
sow's  ear  of  conflicting  signals  and  more  like  a  silk  pill 
of  solid  growth. 
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AUG  I 


THE  WEEK  AHEAD 


HOUSIHG  STARTS 


Tuesday,  Oct.  19,  8:30  cum. 
Housing  starts  probably  fell  to  an  annu- 
al rate  of  1.30  million  in  September, 
down  from  their  1.32  million  pace  in  Au- 
gust, according  to  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
The  decline  is  suggested  by  the  drop  in 
total  hours  worked  in  the  construction 
industry  last  month.  Still,  low  interest 
rates  and  a  high  number  of  mortgage 
applications  mean  that  housing  demand 
remains  firm.  Single-family  house  con- 
i  action  has  been  particularly  strong, 
ing  by  11%  in  August.  Building  of 
:  ■  i unit  housing  is  still  a  small  drag 
le  housing  industry,  as  past  over- 


building and  demographics  reduce  the 
need  for  new  apartments  in  most  parts 
of  the  country. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Oct.  21,  8:30  a.m. 
New  claims  for  state  unemployment  in- 
surance benefits  likely  stood  at  320,000 
for  the  week  ended  Oct.  16,  the  same  as 
the  week  ended  Oct.  2.  Filings  could  be 
even  lower,  however,  because  the  survey 
week  includes  the  Columbus  Day  holi- 
day, when  state  offices  were  closed.  In 
general,  jobless  claims  have  been  run- 
ning in  a  lower  range  since  the  middle 
of  August.  After  averaging  about 
350,000  for  most  of  the  summer,  claims 
have  been  running  at  a  rate  of  325,000 
for  the  past  seven  weeks. 


FEDERAL  BUDGET 


Friday,  Oct.  22 

The  U.  S.  Treasury  will  probably  re« 
a  surplus  of  $9  billion  in  SeptemH 
forecast  the  mms  economists.  If  so,B 
federal  deficit  for  fiscal  1993  would  m 
$254  billion— the  smallest  gap  since  It 
The  government  posted  a  $23.2  biB 
deficit  in  August,  and  a  surplus  of  I 
billion  in  September,  1992.  Washinglp 
finances  this  year  have  been  helped! 
an  increase  in  tax  receipts  on  the  ■ 
enue  side.  But  more  important,  out™ 
have  slowed.  Low  interest  rates  anti 
ducing  the  government's  interest  al 
modest  inflation  is  keep  cost-of-lija 
adjustments  down,  and  defense  cutsa 
curtailing  the  military  budget. 
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It's  the  darndest  thing.  Airline  exec- 


Airline  executives  won't  buy 
an  aircraft  from  a  company 
with  a  shorter  life  expectancy 
than  the  aircraft. 


utives,  who 
invest  millions 
of  dollars  in 
aircraft,  like  to 
feel  that  your 


company's  going  to  be  around  for  a 
while.  It's  a  fair  business  question. 
And  when  the  question  comes  up, 
we  like  to  answer  it  by  pointing 


across  the  tarmac  to  our  new  MD-90. 
What's  the  connection?  Well,  this 
is  the  aircraft  with  the  lowest  noise 
and  emission  rating  in  its  class.  In 
the  world.  An  aircraft  built  with  the 
intention  of  meeting 

exceeding  environmental  demands 
tor  years  and  years  to  come.  And 
that  means  twenty-five  years  from 
now,  this  aircraft  will  still  be  a  smart, 
tough,  viable  competitor.  Just  like 
its  creator. 

MCDONNELL  DOUGLAS 

Performance  Above  and  Beyond. 

©  1993  McDonnell  Douglas  Corporation 


The  largest  communications 
merger  in  American  history 
started  in  the  basement  of 
Ray  Smith's  townhouse  out- 
side Washington.  One  evening 
last  June,  the  chairman  of  Bell 
Atlantic  Corp.  gathered  three 
of  his  top  executives  around 
a  card  table.  Their  agenda:  to 
chart  a  new  course  for  the 
Baby  Bell.  Bell  Atlantic  was  no  laggard 
among  the  regional  phone  companies. 
The  company  was  more  innovative  than 
the  other  six  Baby  Bells  in  areas  such  as 
video  services.  Yet  Smith  wasn't  satis- 
Fied:  "What  do  we  need  to  do  to  change 
iif  nature  of  this  business?"  he  asked. 


The  team  batted  around  several  ideas 
about  how  Bell  Atlantic  could  break  out 
of  its  comfortable,  but  confining,  busi- 
ness. "We  kept  coming  back  to  the  same 
conclusion— that  we  needed  a  cable  part- 
ner," Smith  recalls.  For  Raymond  W. 
Smith,  the  candidate  was  obvious:  Tele- 
Communications  Inc.,  the  nation's  largest 
cable  operator,  with  about  13.2  million 
subscribers. 

One  month  earlier,  Smith  had  con- 
tacted TCl's  chief  executive,  John  C.  Ma- 
lone,  about  ways  the  two  companies 
could  collaborate.  Malone,  the  cable  busi- 
ness warlord  renowned  for  his  bare- 
knuckles  tactics  and  maverick  sensibility, 
a  as  seeking  ways  to  launch  T<  I  into  I  he 


telephone  business.  Malone  got  on  J 
with  Smith,  an  affable  Bell  System  I 
who  spends  his  spare  time  directing 
community  theater  (page  37).  SmI 
Bell  Atlantic,  Malone  says,  was  the  | 
phone  company  aggressive  enoughj] 
his  taste. 

What  followed  was  a  round  of  m 
ings  in  Denver,  Washington,  and  1 
York.  The  executives  were  so  secre 
that  even  in  one-on-one  sessions, 
referred  to  their  companies  by  ( 
names:  Shamrock  for  Bell  Atlantic 
Ireland  for  TCI.  At  one  point.  Smith 
to  Malone's  summer  house  on  the  c 
of  Maine.  During  a  long  cruise  on  3 
one's  yacht,  the  two  began  hamme 
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COVEI 


{ 


LONE  AND  BELL  ATLANTIC'S 
HE  NEW  COMPANY'S  REACH 
EEP  ACROSS  AMERICA 


THE  PROS  AND  CONS  OF  THE 
BELL  ATLANTIC  TCI  DEAL 


THE  PLUS  SIDE 


A  PANOPLY    Using  digital  technology, 
OF  SERVICES  the  two  companies  can  offer  a 
host  of  new  interactive  products,  from 
movies  on  demand  to  long-distance  learning 
to  home  shopping. 

CAPITAL     Bell  Atlantic  can  use  its  cash 
STRENGTH  flow  and  borrowing  power  to 
upgrade  its  telecommunications  network  for 
video  services  and  to  add  phone  capabilities 
to  TCI's  cable  network. 

MARKET    Together,  the  two  companies 
BREADTH  have  access  to  22  million  custom- 
ers and  a  presence  in  59  of  the  top  100  U.  S. 
markets,  giving  Bell  Atlantic  a  broader  base 
than  any  other  Baby  Bell. 


POTENTIAL  PROBLEMS 


REGULATORY  Government  concerns  are 
HAHGUPS      likely  to  center  on  whether  a 
phone  company  should  offer  video  services 
in  its  region,  something  previously  prohibit- 
ed. One  fear:  Bell  Atlantic  could  use  its  regu- 
lated phone  profits  to  subsidize  fast-growing 
video  and  other  services. 

DUPLICATION  To  avoid  political  fallout  and 
OF  SERVICES   possible  regulatory  hassles, 
TCI  plans  to  divest  itself  of  the  14%  of  its 
13.2  million  subscribers  who  are  in  Bell 
Atlantic's  territory. 

MANAGEMENT  John  Malone,  TCI's  chief, 
CONFLICTS      promises  as  vice-chairman  of 
the  merged  company  to  mainly  advise  Bell 
Atlantic's  Raymond  Smith,  who  remains 
CEO.  But  Malone  will  be  the  new  company's 
biggest  shareholder  and  he  may  not  take 
a  back  seat  for  long. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


the  terms  of  a  deal.  "We  were  try- 
to  determine  what  the  threshold  of 
.  was,"  says  Malone. 
he  conclusion:  Bell  Atlantic  would 

TCI  and  its  cable-programming  sis- 
Liberty  Media  Corp.,  for  stock  val- 

at  roughly  $12  billion.  Moreover, 
phone  company  would  absorb  TCI's 

Liberty's  mammoth  $9.6  billion  in 
Malone  would  become  vice-chair- 

of  Bell  Atlantic  under  Smith, 
till,  the  work  was  not  done.  Each 
pany  had  to  determine  what  it  was 
ng  to  commit  in  order  for  the  merg 
i  d  go  through.  Under  the  accord  they 
ily  reached,  Bell  Atlantic  will  end 
paying  TCI  a  hefty  premium  on  its 


stock,  which,  among  other  things,  could 
catapult  Malone  into  the  ranks  of  media 
billionaires.  The  acquisition  could  de- 
press Bell  Atlantic's  profits  for  years. 
At  the  same  time,  Malone,  who  built 
TCI  from  a  lackluster  assortment  of  rural 
cable  systems  into  a  formidable  media 
giant,  will  cede  control  to  Smith. 

Even  after  those  weighty  issues  were 
resolved,  the  companies  worked  furious- 
ly to  tie  up  loose  ends  before  making  a 
simultaneous  announcement  in  New  York 
and  Washington  on  Oct.  13.  Amazingly, 
in  the  rumor-riddled  media  world— where 
every  company  is  said  to  be  wooing  an- 
other—news of  this  union  did  not 
leak  out  until  the  night  before. 


And  what  a  union  it  is.  The 
new  Bell  Atlantic  will  boast  more 
than  22  million  cable  and  phone 
customers  in  59  of  the  top  100 
U.S.  markets  (table,  page  34). 
Through  TCI  and  Liberty,  the 
company  will  own  major  equity 
stakes  in  a  staggering  variety  of 
media  franchises,  including  Turn- 
er Broadcasting  System,  Home 
Shopping  Network,  and  the  En- 
core pay-TV  service.  And  now, 
Bell  Atlantic  could  challenge  eve- 
ry other  American  phone  compa- 
ny for  local  service:  The  two  com- 
panies plan  to  rebuild  TCl's  cable 
systems  for  phone  service  while 
turning  Bell  Atlantic's  telephone 
network  into  an  enormous  video 
pipeline. 

the  biggest  worry.  The  mega- 
merger  could  still  founder,  of 
course.  Though  trustbusters' 
quick,  back-of-the-envelope  view 
is  that  it  will  pass  regulatory  hur- 
dles, at  least  parts  of  the  deal 
could  be  scuttled  by  regulatory 
pressure  or  legal  challenges.  And 
some  Wall  Streeters  are  already 
suggesting  that  a  rival  bid  could 
emerge,  most  likely  from  one  of 
Bell  Atlantic's  Baby  Bell  compet- 
itors. Indeed,  it  could  provoke  a 
1980s  style  bidding  war,  like  the 
one  for  Paramount  Communica- 
tions Inc.  in  which  Malone,  among 
others,  has  been  involved  (page 
39).  At  the  very  least,  the  deal 
will  force  every  other  cable  and 
telephone  company  to  consider  al- 
liances of  their  own  (page  38). 

But  the  bigger  worry  may  be 
the  potential  for  management 
squabbles  as  the  two  companies 
try  to  merge.  Malone  says  he  will 
stay  in  the  background  and  let 
Smith  operate  the  company.  But 
Malone  and  fellow  TCI  executive 
Robert  Magness  will  own  about 
4%  of  the  new  company's  shares, 
making  them  its  biggest  share- 
holders. And  Malone,  who's  hardly  a 
shrinking  violet,  may  quickly  start  to 
chafe  at  his  secondary  role.  If  conflicts 
do  emerge,  they  could  run  deep:  The 
merging  companies  have  highly  diver- 
gent corporate  cultures.  Philadelphia- 
based  Bell  Atlantic  is  steeped  in  the  tra- 
dition of  the  highly  regulated,  cautious 
Bell  System.  TCI,  based  near  Denver, 
epitomizes  the  freewheeling,  cowboy  op- 
portunism of  the  cable  industry. 

If  the  merger  comes  off  as  planned, 
however,  those  wondering  when  the  con- 
crete would  be  poured  for  the  informa- 
tion superhighway  needn't  look  any  fur- 
ther. Smith's  and  Malone's  deal  is  the 
boldest  gamble  yet  on  the  coming  con- 
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ice  of  computers,  communications, 
and  media.  This  odd  couple  agree  on 
one  thing  for  sure:  They  want  to  bring 
you  a  revolution  in  home  entertainment 
and  information.  Bell  Atlantic  says  it 
will  be  able  to  provide  consumers  with 
everything  from  video  phone  calls  and 
long-distance  learning  to  telemedicine 
and  films  at  the  touch  of  a  button. 
What's  more,  Bell  Atlantic  could  use 
TCl's  cable  systems  as  a  network  to  con- 
struct a  new  generation  of  wireless 
phone  service,  called  Personal  Communi- 
cations Services.  The  company  plans  to 
bid  aggressively  for  the  rights  to  PCS 
in  government  auctions  scheduled  for 
next  year. 

As  rival  communications  companies 
and  government  regulators  sifted 
through  the  implications  of  the  Oct.  13 
announcement,  some  were  almost  at  a 
loss  for  words.  James  H.  Quello,  chair- 
man of  the  Federal  Communications 
Commission,  calls  the  merger  "the  most 
momentous  deal  of  the  decade  in  a 
decade  of  huge  mergers,  acquisitions, 
and  joint  ventures."  Adds  the  chief  ex- 
ecutive of  a  rival  cable  company:  "This 
shuffles  everything  so  thoroughly  that  I 
can't  even  begin  to  think  about  it." 

Indeed,  the  deal  dwarfs  other  much- 
trumpeted  communications  alliances  of 
recent  years,  such  as  U  S  West  Inc.'s 
$2.5  billion  investment  in  Time  Warner 
Inc.  and  Nynex  Corp.'s  recent  $L2  billion 
stake  in  Viacom  Inc.  If  debt  is  figured 
into  the  purchase  price  of  TCI,  Bell  At- 


lantic's bid  even  tops  Time  Inc.'s  $14 
billion  purchase  of  Warner  Communica- 
tions Inc.  in  1989.  Wall  Street  sources 
estimate  that  Salomon  Brothers  Inc., 
which  represents  Bell  Atlantic,  may  net 
$20  million  in  fees.  Incredibly,  Malone 
acts  as  his  own  adviser. 

Not  the  least  of  the  merger  imponder- 
ables is  its  implication  for  the  Para- 
mount bidding  war.  Malone  supports 
Barry  Diller's  effort  to  wrest  Paramount 
away  from  Viacom,  which  announced  an 
$8.2  billion  merger  with  the  entertain- 
ment giant  on  Sept.  12.  Diller's  company, 
QVC  Network  Inc.,  countered  with  $9.5 
billion  in  stock  and  cash.  And 
Paramount's  board  has  agreed  to  infor- 
mal talks  with  him.  Liberty  Media  owns 
22%  of  qvc  and  has  stocked  Diller's  war 
chest  with  $500  million. 
ruffled  feathers.  Malone  says  he  still 
backs  Diller's  campaign.  But  he  calls 
Paramount  a  "peripheral"  investment  for 
a  company  with  combined  revenues  of 
$17  billion.  And  he  didn't  even  inform 
Diller  until  two  days  before  the  an- 
nouncement. Though  it  was  interested 
earlier,  Bell  Atlantic  says  it  won't  make 
a  direct  investment  in  qvc's  bid  for  Par- 
amount. Should  Diller  prevail,  though, 
the  combined  Bell  Atlantic-TCI  would 
own  9%  of  Paramount,  thanks  to  Liber- 
ty's stake  in  qvc. 

Diller  may  not  be  the  only  one  with 
ruffled  feathers.  Bell  Atlantic's  move  is 
sure  to  prompt  a  blizzard  of  inquiries 
from  concerned  lawmakers  and  regula- 


tors  in  Washington.  Representative&d- 
ward  J.  Markey  (D-Mass.),  who  heas ; 
key  communications  subcommittee,  m 
he  has  asked  the  FCC  to  launch  a  foiia 
investigation  into  potential  "market  |tt 
tlenecks"  resulting  from  such  giant  <ir 
binations.  Viacom,  which  filed  an  ijjti 
trust  suit  against  Malone  earlier  infe; 
Paramount  takeover  battle,  says  theft 
Atlantic  deal  raises  more  "trouble 
questions"  about  his  dominance  ofjbt 
cable  and  entertainment  markets.  • 

And  the  deal  adds  new  urgencft 
congressional  bills  that  would  reexanx 
laws  restricting  cable  and  phone  <■ 
panies  from  entering  each  other's  mi 
nesses.  In  fact,  Bell  Atlantic  must  ft 
court  waivers  from  the  terms  ofBi 
1982  breakup  of  the  Bell  System  iift 
der  to  pull  off  the  TCI  purchase.  Tljb' 
because  the  satellite  distribution  syssr 
used  by  cable  operators  such  as  TCfti 
send  shows  around  the  country  is  |r 
sidered  a  form  of  long-distance  serife 
prohibited  by  those  rules.  "I  think  [»• 
makers]  are  going  to  be  forced  byfi 
merger  to  decide  once  and  for  all  »v 
they  feel  about  the  whole  telco-cft; 
arena,"  says  Richard  E.  Wiley,  a  leaft 
communications  lawyer. 

With  his  13.2  million  cable  subscript 
and  ownership  stakes  in  several  cM'. 
networks,  Malone  has  clashed  repe» 
ly  with  government  regulators.  An« 
tough  tactics  have  earned  him  the?r 
mity  of  heavy  hitters  such  as  Vice-lft 
ident  Al  Gore.  Smith,  meanwhile,  te 
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Major  supplier  of 
telephone  services  in 
Pennsylvania,  Delaware, 
Maryland,  New  Jersey, 
Virginia,  West  Virginia, 
and  Washington,  D.C. 


CUSTOMER  COVERAGE 


18.2  million  phone  lines, 
plus  698,000  cellular 
subscribers. 
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One  of  seven  Baby  Bells.  Holding  compan\ 
for  Chesapeake  &  Potomac,  N.J.  Bell, 
Diamond  State  Tel.,  and  Bell  Telephone  of 
Perm.  Owns  Bell  Atlantic  Mobile,  fourth-la 
cellular  carrier  in  U.S.  Owns  stakes  in  Tel< 
Corp.  of  New  Zealand,  and  Mexico's  Grup< 
Iusacell.  Leading  installer  of  optical-fiber  c 
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COVE 


a  far  quieter,  though  no  less  aggres- 
-.,  in  his  testing  of  regulations, 
ongress  has  historically  prohibited 
phone  companies  from  providing 
«  services  or  owning  cable  systems 
neir  service  region.  For  now,  Smith 
,  challenging  the  ban  on  cable  sys- 
s:  He  plans  to  sell  off  all  TCI  cable 
ems  in  the  Bell  Atlantic  region.  That 
its  approximately  1.6  million  TCI  sub- 
jers.  But  Smith  is  contesting  the 
libition  on  video  services.  And  Bell 
mtic  won  a  U.  S.  District  Court  case 
.ugust  that  gave  it  the  right  to  offer 
o  programming  in  its  phone-service 
itory.  The  government  may  appeal. 
PPiNG  mall.  Smith,  meanwhile,  is 
ing  ahead.  In  Arlington,  Va.,  he  is 
ing  a  novel  technology  that  allows 
phone  company  to  pump  movies  and 
ihows  through  old-fashioned  copper 
;  into  consumers'  TV  sets.  If  perfect- 
;he  technique  could  allow  Bell  Atian- 

0  forgo  the  costly  rewiring  of  homes 
:  coaxial  cable  or  fiber-optic  lines, 
nwhile,  in  neighboring  Alexandria, 
Atlantic  is  doing  just  that:  It  is  re- 
ng  the  entire  city  with  fiber  lines 
it  will  use  to  provide  a  direct  chal- 
e  to  the  city's  monopoly  cable-TV 
em  as  well  as  to  improve  ordinary 
le  services— and  mount  a  direct  chal- 
e  to  the  monopoly  cable-TV  system, 
at  Bell  Atlantic's  video  plans  go  be- 

1  just  an  advanced  infrastructure, 
so  wants  to  become  a  programming 
3rhouse  in  the  new  world  of  interac- 
media.  It  is  pouring  an  estimated 
million  a  year  into  developing  an 


electronic  navigation  system  for  inter- 
active TV  services.  Called  Stargazer,  the 
sophisticated  system  could  appear  on  TV 
screens  in  the  homes  of  both  Bell  Atlan- 
tic and  TCI  customers  in  coming  years. 
Using  an  on-screen  motif  of  a  shopping 
mall,  it  will  offer  consumers  easy  access 
to  home  shopping,  banking,  education, 
and  other  interactive  services.  And  Bell 
Atlantic  already  is  work- 
ing with  key  program- 
mers, such  as  Walt  Dis- 
ney, Paramount  Pictures 
and  Home  Box  Office,  in 
the  Arlington  test. 

Bold  as  it  is,  Bell  At- 
lantic's deal  with  TCI  is 
not  without  risks.  Aside 
from  the  possibility  that 
a  rival  bidder  for  TCI 
could  emerge,  Bell  At- 
lantic is  hardly  the  only 
company  gunning  for  the 
interactive  future.  In- 
deed, nearly  every  me- 
dia, computer  and  com- 
munications concern 
believes  it  will  be  a  lead- 
er in  the  field.  Computer  and  software 
giants  such  as  Microsoft,  Apple,  and  IBM 
will  rival  Bell  Atlantic  with  program- 
ming navigation  systems,  while  Time 
Warner,  Viacom,  and  other  cable  con- 
tenders plan  to  build  their  own  interac- 
tive systems— in  conjunction  with  phone- 
company  partners.  And  new  challengers 
will  appear.  The  next  few  years  could  be 
a  free-for-all  as  the  various  contenders 
invade  each  others'  markets. 


South  Corp 

Bell  Atlantic's 
scheme  is  not 
without  risks: 
The  next  few 
years  could  be 
a  free-for-all  as 
the  various 
contenders 
invade  each 
other's  markets 


Already,  Wall  Street  is  eagerly  await- 
ing more  deals  between  cable  and  phone 
companies.  Shares  of  cable  operators 
such  as  Comcast  Corp.  and  Cablevision 
Systems  Corp.  zoomed  on  Oct.  13  on 
the  expectation  that  they  may  also  be 
bought  by  phone  companies.  Meantime, 
QVC's  Diller  continues  talks  with  Bell- 
about  a  major  investment  in 
his  bid  for  Paramount. 
And  Nynex  recently 
paid  $1.2  billion  to  be 
part  of  Viacom's  effort, 
while  Southwestern  Bell 
Corp.  has  spent  $650 
million  to  buy  just  two 
suburban  Washington  ca- 
ble systems.  Says  Abby 
Johnson,  a  portfolio 
manager  at  Fidelity  In- 
vest-ments:  "What  peo- 
ple are  realizing  is  that 
everybody  had  better 
hurry  up  and  get  to- 
gether and  pair  off." 

Telephone  companies 
may  not  restrict  their  in- 
vestments to  cable.  Hol- 
lywood moguls  say  some  phone  compa- 
nies have  also  expressed  interest  in 
owning  equity  stakes  in  studios.  Among 
those  willing  to  hear  offers:  Sony  Corp. 
of  America,  which  owns  Columbia  Pic- 
tures and  Tri-Star.  "This  is  like  a  game 
of  musical  chairs,"  says  Sony  President 
Michael  P.  Schulhof.  "Nobody  wants  to 
be  without  a  chair  when  the  music 
stops.  And  we  own  one  of  the  chairs." 
About  the  only  phone  company  that 
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Largest  owner  and  operator  of 
cable-TV  systems  in  U.S.  Owns 
equity  stakes  in  Turner 
Broadcasting,  Liberty  Media,  and 
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such  as  multichannel  pay-per-view. 
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may  stay  out  of  the  deal  game  is  Amer- 
ican Telephone  &  Telegraph  Co.,  which 
insists  it  has  no  plans  to  own  all  or  part 
of  a  cable  company  or  programmer.  In- 
stead,  atkt  perceives  its  role  both  as  a 
provider  of  advanced  equipment  for 
interactive  video  networks  and  as  a 
"wholesaler"  of  video  service.  It  plans 
to  upgrade  its  long-distance  network  so 
it  can  store  and  forward  video  program- 


ming for  local  service  providers  such  as 
Bell  Atlantic  or  TCI. 

What  made  M  alone  so  attractive  to 
Bell  Atlantic  is  that  he  straddles  the 
worlds  of  cable  distribution  and  pro- 
gramming. Indeed,  Malone  has  garnered 
equity  stakes  in  an  array  of  cable  servic- 
es such  as  the  Discovery  Network's 
Learning  Channel.  He  also  was  a  leader 
in  the  1987  bailout  of  Turner  Broadcast- 


JOHN  MALONE  S 
GREAT  ESCAPE 


John  C.  Malone  has  been 
called  many  things  as  he 
built  the  world's  largest  ca- 
ble-TV empire.  By  his  own 
account,  they  include  "Darth 
Vader"  and  "one-man  mili- 
tary-industrial complex."  One 
thing  he  has  never  been 
called  is  a  quitter.  That's 
why  his  decision  to  sell  Tele- 
Communications  and  Liberty  Media  to 
Bell  Atlantic  came  as  such  a  shock. 
Not  only  will  Malone 
no  longer  run  TCI  or 
Liberty  on  a  day-to-day 
basis  but  they  will  car- 
ry another  company's 
name. 

Why  is  Malone  fold- 
ing his  tent?  Cynics  say 
he  saw  a  great  oppor- 
tunity to  make  himself 
even  richer.  Indeed,  the 
$11.8  billion  Bell  Atlan- 
tic deal  will  give  Ma- 
lone about  a  1.5%  stake 
in  the  new  company. 
A      "GODSEND."  Of 

course,  malone  could  al- 
ways reenter  the  fray  later  on.  But 
for  now,  Malone  tells  a  different  story. 
He  says  he  had  been  looking  for  ways 
to  get  TCI  into  the  telephone  and  inter- 
active-media businesses  and  realized 
he  couldn't  do  it  without  outside  help. 
But  the  need  for  telephone  expertise 
throughout  TCI  implied  a  deal  far 
broader  in  scope  than  a  simple  joint 
venture.  Malone,  moreover,  says  he 
realized  that  he  no  longer  enjoyed 
managing  a  major  company.  Bell  At- 
lantic's offer,  he  says,  was  a  "godsend" 
since  it  addressed  both  issues. 

In  an  interview  with  BUSINESS 
week,  Malone  also  claimed  to  be 
weary  of  the  knocks  he  has  taken 
'hrough  the  years  as  the  most  high- 
pi  'file  symbol  of  an  industry  that  is  of- 
i  reviled  by  the  public.  "I  don't  like 
he  invasion  of  my  privacy,"  says  Ma- 


THE  DEAL  LEAVES 
TO  EXPLORE  NEW 


lone.  "I  don't  like  all  the  things  that 
scare  my  wife  to  death  and  make  us 
feel  insecure  in  our  home." 

What  the  52-year-old  electrical  engi- 
neer looks  forward  to  is  a  return  to 
his  first  love.  "I  get  very  turned  on  by 
invention  and  creativity,"  he  says.  In- 
deed, the  deal  will  allow  this  former 
Bell  Labs  researcher  to  explore  new 
technologies,  such  as  interactive  media, 
within  his  role  as  vice-chairman  of  the 
combined  company.  No  longer  will  he 
have  to  run  a  multibil- 
lion-dollar  business  part 
of  the  year  from  a 
house  in  Maine,  where 
he  spends  summers. 
Malone  will  have  no 
executive  duties  at  Bell 
Atlantic,  but  says  he'll 
help  integrate  TCI  and 
Liberty  with  their  new 
parent  and  promote 
the  merger  to  the  in- 
vestment community. 

Malone  says  he  had 
been  planning  to  sever 
his  ties  with  TCI  anyway 
in  favor  of  running  Lib- 
erty. In  part,  that  was  motivated  by 
regulatory  concerns,  since  he  believed 
the  government  would  force  him  to 
choose  between  cable  systems  and  pro- 
gramming. But  Malone  says  he  also 
wanted  to  focus  on  Liberty's  more  excit- 
ing media  assets.  He  has  been  busy 
planning  new  cable  ventures  such  as 
the  Encore  pay-TV  channel  and  the  mer- 
ger of  QVC  Network  with  archrival  Home 
Shopping  Network. 

As  it  turns  out,  Malone  didn't  have 
to  choose  between  TCI  and  Liberty  af- 
ter all.  By  pulling  off  the  Bell  Atlantic- 
deal,  Malone  may  have  found  a  way  to 
tinker  in  a  wide  array  of  new  media 
ventures  without  being  labeled  a  con- 
trol freak  or  a  monopolist.  That  un- 
enviable risk  falls  to  Ray  Smith. 

By  Bart  Ziegler  and  Mark  handler  in 
New  York 


MALONE  FREE 
TECHNOLOGY 


ing  System  Inc.,  gaining  at  the  till 
23%  stake  in  TBS. 

By  1991,  though,  Malone  was  fel 
heat  from  regulators  about  the  nuift 
of  cable-programming  services  um 
TCl's  sway.  So  he  spun  off  the  progw 
ming  into  a  new  company  called  Lilix 
Media  and  became  chairman  and  oa 
of  51%  of  its  stock.  As  its  snft; 
zoomed,  Malone's  equity  and  opm 
jumped  to  $700  million.  Then,  saysp 
lone,  the  government's  reregulatidj 
cable  turned  out  not  to  be  so  onefi 
after  all. 

At  that  point,  Malone  began  coup 
plating  a  recombination  of  LibertyB 
TCI.  He  had  a  powerful  incenB 
Though  few  knew  it  at  the  timep 
was  already  far  along  in  its  talks  m 
Bell  Atlantic.  And  Malone  knew  he  fi 
extract  a  better  price  for  TCI  withBj 
erty's  rich  programming  assets.  On* 
6,  TCI  said  it  would  buy  back  Liberp 
a  stock  swap  worth  $3.5  billion.  Ai 
few  days  later,  Bell  Atlantic  offeree™ 
for  each  share  of  TCI,  placing  a  valm 
$11.8  billion  on  TCI  and  Liberty. 
blank  checkbook.  One  big  winner 
this  is  John  Malone.  His  $700  m$c 
stake  in  Liberty  is  now  worth  clow 
$1  billion.  Some  media  analysts  (jje 
tion  why  Malone  is  getting  a  10%  pwt 
um  on  his  Class  B  shares  of  TCI  M 
when  Class  A  shareholders  are  not.!.' 
lone  argues  that  he  deserves  the  pip 
um  because  he  will  hold  his  share* 
up  to  five  years. 

As  vice-chairman,  Malone  says  hew? 
serve  as  the  house  visionary  tor  re 
Atlantic.  And  despite  his  take-chp 
reputation,  he  says  he  welcomes  a  r* 
tion  of  his  day-to-day  responsibilB" 
Media  analysts  agree  Malone  is 
eviable  position:  "He  has  been  giv 
checkbook  to  go  out  and  look  for 
ventures,"  says  John  Tinker,  a 
analyst  at  Furman  Selz  Inc.,  "while 
Smith  will  look  after  the  more  mi 
businesses."  That  certainly  undei 
mates  Smith's  role  in  the  new  com] 
But  clearly,  Smith  and  Malone  are  o 
the  most  interesting  tandems  in  Ai 
can  business. 

Right  now,  what  binds  Smith  and 
lone  together  is  their  vaulting  amt 
for  the  ways  digital  technology  ca! 
harnessed  to  revolutionize  home  e 
tainment  and  information.  If  they 
navigate  the  regulatory  shoals  and 
boardroom  strife,  the  maverick  e 
preneur  behind  TCI  and  the  genial 
pany  man  atop  Bell  Atlantic  just 
have  created  the  first  true  21st-cer 
communications  company. 

By  Mark  handler  and  Bart  Ziegl 
New  York,  with  Mark  hewi/n  in  Was 
ton,  heah  Nathans  Spiro  in  New 
and  bureau  reports 
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HE  SHARP  OPERATOR 
T  BELL  ATLANTIC 


y  Smith's  goal:  "Transform  the  way  we  work,  play,  and  learn" 


When  Raymond  W.  Smith 
joined  the  Bell  system  34 
years  ago  as  a  freshly  minted 
engineer  in  Pittsburgh,  part 
of  his  training  was  to  climb 
telephone  poles.  While  some 
other  aspiring  managers  were 
cool  on  the  idea— and  dropped 
their  trainee's  "hooks"  as  soon 
as  they  could— Smith  kind  of 
d  the  view.  His  admirers  say  he 
n't  stopped  scaling  heights  at  the 
pany— or  making  waves  in  the  tele- 
munications  industry, 
ince  becoming  chief  executive 
Bell  Atlantic  Corp.  in  1989, 
th  has  made  it  one  of  the  most 
ressive  of  the  Baby  Bells, 
le  his  plan  to  acquire  cable  gi- 
Tele-Communications  Inc.  is 
Drashest  move  yet,  it  is  hardly 
laracteristic.  In  his  zeal  to 
1  Bell  Atlantic  further  into  the 
tal  age,  the  boyish-looking  56- 
•-old  has  taken  on  regulators 
the  courts  to  broaden  the 
pany  beyond  basic  telephone 
ice.  "When  we  had  lunch  three 
jur  years  ago,  he  was  already 
ing  about  the  fact  that  we 
id  be  answering  our  televisions 
looking  at  our  phones,"  says 
ler  New  Jersey  Governor 
mas  H.  Kean,  a  Bell  Atlantic 
•d  member. 

he  proposed  merger  with  TCI 
Id  provide  a  giant  step  toward 
ing  that  vision  come  true.  But 
mith  feels  any  vertigo  about 
iming  CEO  of  a  colossus  with 


has  blasted  through  court  rulings  and 
legislation  that  limits  the  Baby  Bells' 
ability  to  expand. 

In  1991,  Smith  successfully  challenged 
legal  restrictions  barring  the  phone  com- 
pany from  providing  information  ser- 
vices such  as  electronic  yellow  pages. 
And  this  year,  he  won  another  court 
fight  for  the  right  to  provide  TV  pro- 
gramming in  Virginia.  With  plans  to 
build  fiber-optic  systems  for  cable  op- 
erators in  New  Jersey,  Bell  Atlantic  is 
far  and  away  the  leader  among  the 


talking  about,"  says  Harvard  business 
school  Professor  Rosabeth  Moss  Kanter, 
who  profiled  Smith  in  a  1991  Harvard 
Business  Review  article  called  "Cham- 
pioning Change." 

DOUBLE  VISION.  Smith  has  made  change 
a  byword  at  Bell  Atlantic.  Managers  are 
encouraged  to  take  big  risks,  and  Smith 
makes  it  clear  he  will  back  them.  One  of 
the  biggest  examples  was  the  1990  ac- 
quisition of  New  Zealand's  phone  compa- 
ny, a  move  that  cost  Bell  Atlantic  $1.2 
billion.  Many  at  the  top  of  his  company 
thought  the  plan  was  too  risky.  "At 
times,  I  felt  like  Ray  was  the  only  vote  I 
had  on  my  side,"  recalls  then-interna- 
tional chief  C.  Hyde  Tucker,  now  a  cor- 
porate vice-president.  The  move  paid 
off.  Bell  Atlantic  and  a  partner  bought 
the  offshore  system,  then  sold  off  half  in 
a  stock  offering.  Since  then,  with  Bell 
Atlantic's  help,  the  outfit's  stock  price 
has  tripled. 

Friends  give  Smith  high  marks  for 


RAYMOND  W.  SMITH 


AGE  56 


BORN  Pittsburgh 


EDUCATION  Carnegie  Mellon,  BS 
in  industrial  engineering. 
University  of  Pittsburgh,  MBA. 

RESUME  A  Bell  system  lifer,  he 
started  there  34  years  ago  and 
rose  through  the  finance  ranks. 
Named  CEO  in  1 989. 

SfRATEGY  Engineered  a 
bureaucracy-busting  downsizing, 
then  pushed  overseas  with  invest- 
ment in  New  Zealand  and 
Mexico.  Now  plunging  into 
cable.  Sees  eventual  integration 
of  cable  and  phone  service. 

Directs  local  commu- 
nity theater  productions. 

DATA:  BUSINESS  WEEK 


bined  annual  sales  of  $17  billion,  he's 
letting  on.  Gushing  about  the  deal 
)ct.  13,  he  said  the  merged  company 
id  be  "the  first  truly  nationwide  pro- 
r  of  wire  and  wireless  service,  video- 
emand,  and  interactive  media,  all 
d  into  one."  It  would  "make  the  elec- 
ic  superhighway  we've  been  talking 
it  for  a  while  a  reality."  And  it 
Id  "transform  the  way  we  work, 
,  and  learn." 

G-AND-DANCE  MAN.  It  would  also  for- 
•  alter  the  sluggish  business  of  being 
<iby  Bell— something  Smith  has  been 
ag  to  do  for  half  a  decade.  Faced 
i  slow-growth  local  phone  service, 
Uh  has  been  eyeing  cable  TV  and  oth- 
•Iternative  technologies  since  win- 
the  corner  office.  Along  the  way,  he 


Baby  Bells  in  their  push  toward  cable. 

Smith's  high  energy  isn't  limited  to 
the  office.  An  avid  reader,  he  has  be- 
come something  of  an  expert  on  the 
French  Revolution.  He  likes  to  dabble  in 
oil  painting.  A  theater  buff  who  has 
sung  and  danced  in  local  productions, 
he  now  writes  and  directs  plays  near 
his  home  in  Swarthmore,  Pa. 

He  also  uses  his  stage  talents  at 
work,  sometimes  singing  at  company 
meetings  or  coining  terms  to  help  his 
marketers  sell  the  product.  One  contri- 
bution: "The  Intelligent  Network,"  a 
phrase  describing  Bell  Atlantic's  com- 
puterized system  of  phone,  video,  and 
data.  "Ray  is  able  to  take  complex  phe- 
nomena and  provide  a  simple  image  to 
help  other  people  imagine  what  he's 


diplomacy,  too.  And  he'll  need  it  to  deal 
with  TCl's  notoriously  tough-minded 
John  C.  Malone.  Smith  would  become 
chairman  and  CEO  of  the  merged  compa- 
ny, while  Malone  takes  the  vice-chair- 
man slot.  Malone  makes  it  clear  that 
Smith  would  be  in  charge,  saying:  "We 
couldn't  have  a  better  CEO  than  Ray." 
But  Malone  and  TCI  Chairman  Robert 
Magness  together  will  own  a  4%  stake 
in  the  combined  company,  and  Malone 
isn't  likely  to  sit  idle.  "I  intend  to  be 
involved  in  terms  of  advising  Ray  and 
the  board,  and  helping  out  wherever  I 
can  in  terms  of  this  vision  thing."  For 
the  new  company  to  work,  Malone  and 
Smith  need  to  keep  their  vision  things 
in  sync. 

By  Joseph  Weber  in  Philadelphia 
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THE  SEVEN  SISTERS, 
ALL  GROWN  UP 


The  regional  Bell  holding  companies,  their  1992  revenues, 
and  stock  gains  since  their  divestiture  from  AT&T  in  1984. 
Shading  indicates  regions  served  by  each  company. 


PACIFIC  TELESIS 

$9.94 

286% 


USWEST 

$10.27 

247% 


AMERITECH 
$11.15 

293% 


REVENUE 

BILLIONS  OF  DOLLARS,  1992 

STOCK  GAIN 

SINCE  1984 


SOUTHWESTERN  BELL 

$10.02 

318% 


BELLSOUTH 
$15.20 

210% 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  DRI/McGRA' 


Commentary/by  Peter  Coy 

THE  BELLS'  SIBLING  RIVALRY  TURNS  INTO  SIBLING  WARFARE 


An  empire  falls,  and  before 
long  its  sovereign  states  are 
at  one  another's  throats.  The 
Soviet  Union?  Yup.  And  now 
the  Bell  System,  too. 

The  seven  Baby  Bells  that 
were  spawned  in  the  court- 
ordered  1984  breakup  of 
American  Telephone  &  Tele- 
graph have  skirmished  from 
the  start.  Until  now,  though,  it  has  been 
mainly  low-intensity,  resembling  the  ma- 
neuvering of  preening  entrants  in  a 
beauty  contest.  To  date,  the  judges- 
investors— have  given  the  highest  marks 
to  Ameritech  Corp.  and  the  lowest  to 
Nynex  Corp.  (map). 

On  Oct.  13,  with  Bell  Atlantic  Corp.'s 
$12  billion  deal  to  buy  Tele-Communica- 
tions Inc.  and  Liberty  Media  Corp.,  the 
preening  turned  to  war.  In  this  conflict, 
the  winners  are  assured  major  roles  in 
the  explosion  of  information  and  enter- 
tainment services;  the  losers  are  left 
to  defend  the  slow-growth  business  of 
plain  old  telephone  service. 
SUM  PICKINGS.  For  now,  count  Bell  At- 
lantic a  winner.  It  intends  to  strike  at 
the  heart  of  the  other  Bells'  phone  ser- 
vice monopolies  by  upgrading  TCl's  cable 
networks  to  carry  phone  calls.  A  TCI 
network  in  Chicago,  for  example,  that 
delivers  television  and  movies  soon 
might  deliver  phone  calls  as  well,  steal- 
ing revenue  from  the  local  Bell  compa- 


ny, Ameritech.  That's  a  huge  opportu- 
nity: TCI  has  more  than  10  million  cable 
subscribers  nationwide. 

The  other  Bells  are  likely  to  acquire 
cable  operators  themselves.  But  with 
TCI  scarfed  up,  the  pickings  are  sud- 
denly slim.  The  No.  2  cable  operator, 
Time  Warner  Inc.,  isn't  available  for 
partnership:  U  S  West  Inc.  bought  a 
$2.5  billion  stake  in  it  this  year.  Players 
such  as  Cablevision  Systems,  Jones 
Intercable,  and  TCA  Cable  TV  don't  toast 
TCl's  national  presence.  "We'd  have  to 
buy  two  or  three  or  four  or  five"  cable 
companies  to  match  Bell  Atlantic,  says 
Steve  Dimmitt,  Southwestern  Bell 
Corp.'s  director  of  strategic  business 
development. 

With  the  stakes  suddenly  raised  by 
Bell  Atlantic,  the  other  Bells  would  do 
well  to  avoid  cutting  deals  just  for  the 
sake  of  cutting  deals.  Some  properties 
just  don't  fit.  One  possible  example:  Vi- 
acom Inc.,  the  cable  programmer  and 
operator  that  shopped  itself  to  all  of 
the  Bells  and  is  seeking  a  cash  injection 
to  help  fund  its  bid  for  Paramount  Com- 
munications Inc.  Nynex  jumped  at  the 
chance,  spending  $1.2  billion  for  11%  of 
Viacom. 

Nynex  argues  that  Viacom  gives  it 
"vertical  integration"— programming  as 
well  as  distribution.  But  vertical  integra- 
tion isn't  all  it's  cracked  up  to  be.  Plen- 
ty of  companies  flourish  by  doing  one 


thing  well— Intel  Corp.  in  chips  and 
crosoft  Corp.  in  software,  to  name 
And  it's  hard  to  find  the  synergy 
tween  the  hardware  of  Sony  Corp. 
Matsushita  Electric  Industrial  Co. 
the  movie  studios  they  have  bough 

In  contrast,  the  blending  of  Raym 
W.  Smith's  Bell  Atlantic  and  Johr 
Malone's  Tele-Communications  is  n 
horizontal  integration  than  vertical, 
has  high-capacity  coaxial  cables 
needs  experience  in  networking. 
Atlantic  is  strong  in  networking 
lacks  high-capacity  connections  to 
home.  Their  skills  are  complements 
Together,  they  intend  to  build  easj 
use  networks  that  let  people  order 
vies,  participate  in  on-line  debates, 
make  video  phone  calls. 

Developing  those  services  will 
costly.  But  Bell  Atlantic  and  TCI  tog 
er  have  enough  customers  to  justify 
expense.  Ronald  L.  Altman,  a  manaj 
director  and  telecom  strategist  at  1 
man  Selz  Inc.,  calls  the  merger  "a 
liant  move  by  two  brilliant  individual 
create  the  dominant  communications 
tity  on  a  worldwide  basis." 

Just  under  a  decade  since  Ma 
went  to  her  reward,  Bell  Atlantic 
mounted  a  stiff  challenge.  Its  six  sibl 
ignore  it  at  their  peril. 


Technology  Editor-  Coy  covered 
Baby  Bells  for  three  years. 
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COVI 


PARAMOUNT 
ARRY'S  BABY  NOW? 


e  TCI-Bell  Atlantic  deal  gives  QVC  heavy  financial  ammo 


Never  underestimate  John  C. 
Malone's  ability  to  make  a 
complex  situation  even  more 
byzantine.  By  striking  a  deal 
with  Bell  Atlantic  Corp.,  the 
chief  executive  of  Tele-Com- 
munications Inc.  has  dramati- 
cally recast  the  weeks-long 
battle  for  Paramount  Commu- 
nications Inc.  The  noisy  fray 
>st  surely  will  grow  louder.  But  now, 
e  believe  that  QVC  Network  Inc.,  the 
;e  Malone  is  backing,  has  a  better 
ice  of  prevailing, 
he  battle  certainly  has 
_  ly  to  go.  Bell  Atlantic's 
natic  entry  gives  rival 
:om  Inc.,  the  original 
imount   bidder,  new 
jrial  for  its  argument 
QVC's  bid  raises  insur- 
ntable  regulatory  con- 
is    for    Paramount' s 
d.  But  by  allying  TCI 
i  a  cash-rich  regional 
le  company,  Malone 
given  QVC  Chairman 
•y  Diller  enormous  fi- 
ial  leverage.  That  edge 
i  grow:  Within  days, 
sources  close  to  the 
oany,  QVC  is  expected 
mounce  yet  another  in- 
ment  partner— likely 
South  or  Cox  Enter- 
;s— adding  $1  billion  to 
iar  chest. 

GUARD.  Bell  Atlantic- 
want  Diller  to 


was  publicly  announced.  Nonetheless, 
"Diller  is  a  more  important  part  of  the 
[Paramount]  equation  now,"  says  John 
Tinker,  a  media  analyst  at  Furman  Selz 
Inc.  Malone,  who  only  last  week  agreed 
to  reunite  TCI  with  QVC  partner  Liberty 
Media  Corp.  in  a  $3.5  billion  stock  swap, 
says  he's  strongly  committed  to  the  bid: 
"Only  Barry  Diller  could  make  Para- 
mount worth  the  prices  now  being  of- 
fered for  it,"  Malone  says. 

That's  the  argument  Diller  and  com- 
pany will  make  soon  to  Paramount 


trust  suit  against  TCI  and  Malone.  Via- 
com Chairman  Sumner  M.  Redstone  and 
Paramount  Chairman  Martin  S.  Davis 
have  been  making  the  rounds  in  Wash- 
ington to  argue  that  Malone's  strong 
presence  in  both  cable  systems  and  pro- 
gramming gives  him  a  near-monopoly 
in  many  markets.  With  Bell  Atlantic, 
they  likely  will  add,  Malone's  reach 
would  now  cover  a  huge  percentage  of 
the  country.  Davis  himself  has  much  to 
lose:  If  Diller  wins,  he's  likely  to  waste 
little  time  casting  his  old  boss  and  ene- 
my out  of  the  corner  office. 

TCI  could  still  be  forced  to  exit  QVC's 
Paramount  bid  by  selling  its  stake  in 
the  home-shopping  channel  if  the  regula- 
tory spotlight  on  TCI  becomes  too  in- 
tense. And  even  if  the  two  companies 
eventually  win  regulatory  and  antitrust 
approval  for  their  combination,  the  like- 
ly delay  could  hobble  QVC.  Regulatory 
uncertainties  could  undermine  QVC's  lofty 
stock  price,  which  provides  the  finan- 


win 

mount  almost  as  much 
'iller  does.  Publicly,  Chairman  Ray- 
d  W.  Smith  is  cautious:  "I  support 
I  who  supports  QVC."  But  Bell  Atlan- 
ike  the  other  Baby  Bells  and  cable 
panies  that  are  massing  outside 
mount's  door,  covets  the  studio's  li- 
y  of  900  films  and  the  educational 
irial  in  its  Simon  &  Schuster  Inc. 
ishing  unit.  Insiders  say  Bell  Atlan- 
eld  separate  talks  with  Diller  about 
orting  his  bid  for  Paramount,  even 
ing  nearly  $2  billion  for  a  25%  stake 
'C.  The  company  also  met  with  Via- 
which  later  won  a  $1.2  billion  in- 
dent from  Nynex  Corp. 
hat  now  for  Diller?  Sources  close 
e  deal  say  he  was  caught  off  guard 
[alone' s  talks  with  Bell  Atlantic  and 
told  about  it  only  two  days  before  it 


Redstone  is  hoping  that 
regulatory  delays  will 
undenriine  QVC's  bid  for 
Paramount — but  he  could 
walk  away  from  the  fight 


Diller  had  to  quickly 
assure  would-be  partners 
Cox  and  BellSouth  that 
TCI  remained  committed 
to  the  Paramount  struggle 


Davis  has  a  lot  to  lose:  If 
Diller  wins  Paramount 
hell  waste  little  time 
casting  his  old  nemesis 
out  of  the  corner  office 


board  members,  who  agreed  on  Oct.  11 
to  begin  "informational  discussions  with 
QVC  in  order  to  evaluate  various  aspects 
of  its  proposal."  They  also  must  soothe 
would-be  investors.  In  the  hours  after 
the  Bell  Atlantic  merger  was  announced, 
Diller  and  Herbert  A.  Allen,  QVC's  in- 
vestment banker,  worked  the  phones  to 
assure  BellSouth,  Cox,  and  other  poten- 
tial partners  that  TCI  wasn't  pulling  out. 
The  two  also  are  said  to  have  stressed 
that  QVC's  board  would  be  restructured 
to  ensure  that  Malone  would  not  exert 
undue  influence  over  Paramount  deci- 
sions if  QVC  won  the  contest. 

So  far,  knocking  Malone's  prospective 
role  in  a  QVC-Paramount  deal  has  been 
Viacom's  major  defense  against  Diller. 
The  company  has  already  filed  an  anti- 


cial  basis  for  two-thirds  of  its  bid. 
"Clearly  that's  what  Sumner  is  hoping 
will  happen,"  says  one  observer. 

Still,  in  the  end,  Redstone  may  be 
the  one  who  walks  away.  Although  it 
is  widely  expected  that  Viacom  will 
sweeten  its  bid  in  the  next  few  days- 
most  likely  upping  the  overall  value  to 
within  striking  distance  of  QVC's  $9.6  bil- 
lion bid— Redstone  could  win  big  by  fold- 
ing. His  Sept.  12  agreement  with  Para- 
mount could  earn  Viacom  hundreds  of 
millions  if  its  deal  falls  through.  For  all 
the  hoopla  surrounding  the  TCI-Bell  At- 
lantic deal,  this  bidding  war  may  boil 
down  to  which  side  decides  that  the  bid- 
ding has  gotten  too  rich. 

By  Ronald  Graver  in  Los  Angeles,  vrith 
Mark  handler  in  New  York 
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So  we  thought  there  had  to  be  other 
young  couples  like  us  with  good  taste  and 
no  money.  We  were  23  years  old  and  we 
really  had  no  understanding  of  retail.  But 
we  were  very  ambitious  and  very  hungry. 

The  name  Crate  &  Barrel  just  kind  of 
evolved.  When  we  first  started,  we  had  no 
money  for  fixtures,  so  we  simply  turned 


philosophy.  Nowadays,  things  have  to  be 
accessible.  We  want  people  to  pick  them 
up  and  touch  them.  We  want  people  to  see 
something  and  say  to  themselves,  'I  love 
this.  Wow,  I  can  buy  this.' 

I  certainly  think  that  seeing  a  sign  on  a 
store  window  welcoming  the  American 
Express*  Card  makes  you  feel  comfortable. 


WHEN  WE  GOT  MARRIED,  EVERYTHING  WE 
LOVED  WAS  TOO  EXPENSIVE,  AND  EVERYTHING 
WE  COULD  AEEORD  WAS  TOO  UGLY. 


over  the  packing  crates  and  barrels.  Then 
we  stacked  up  the  dinnerware  and  glass- 
ware, and  said,  'That'll  tell  a  story  that  you 
can't  tell  any  other  way.' 

It's  not  exciting  to  sell  beautiful  things 
people  can't  afford.  But  if  they  can  afford 
them  they  get  excited,  because  they  can 
own  them.  So  that's  our  merchandising 


You're  not  worrying  about  whether  or  not 
you  can  pay  for  something.  And  that  can 
only  be  good  for  business. 

American  Express  reminds  you  it  takes 
a  lot  of  shopping  to  make  a  house  a  home. 
Gordon  would  like  to  remind  you  they're 
open  tonight. 

Gordon  Segal 
Co-Founder,  Crate  &  Barrel 


e 

N 

e 

TRADE  I 


BEHIND  THE 
GREAT  WALL 

THE  U.S.  AND  CHINA  ARE  PRIVATELY  DEEPENING  TIES 


Take  a  quick  gander  at  U.  S.-China 
relations,  and  you'd  say  there's 
been  a  serious  nosedive.  In  the 
past  two  months  alone,  points  of  nasty 
controversy  between  Beijing  and  Wash- 
ington have  included  U.  S.  sanctions 
against  China  for  exporting  missile  tech- 
nology to  Pakistan,  a  nuclear  test  that 
Beijing  conducted  despite  U.  S.  pleas  to 
refrain,  and  China's  expulsion  of  a  well- 
known  dissident.  China's  trade  surplus 
with  the  U.  S.,  meanwhile,  has  ballooned 
to  an  estimated  $23  billion  this  year. 
"The  relationship  has  entered  a  very  bad 
phase,  worse  than  at  any  time  in  the 
past  few  years,"  says  a  Western  diplo- 
mat in  Beijing. 

On  the  surface,  anyway.  Behind  the 
scenes,  the  Clinton  Administration  quiet- 
ly has  been  conducting  a  major  review 
of  its  China  policy.  The  goal:  to  turn  the 
relationship  around.  According  to  Ad- 
ministration 
sources,  Nation- 


UNSTOPPABLE 


MOMENTUM  ON 
THE  BUSINESS 
FRONTIS 
PRESSURING  THE 
WHITE  HOUSE 
INTO  ACTION 


al  Security  Ad- 
viser Anthony 
Lake  in  mid-Sep- 
tember present- 
ed President 
Clinton  with  an 
extensive  policy 
paper  recom- 
mending im- 
proved ties  with 
China.  Now, 
Washington  and 
Beijing  are  em- 
barking on  the 
highest  level  of  political,  economic,  and 
•  nilitary  contacts  since  the  massacre  in 
Hananmen  Square   in   1989.  Officials 
pe  the  two  countries  can  dramatically 
>  tensions.  "The  U.  S.  and  China  are 
•ing  an  important  new  phase,"  says 
Lern  diplomat.  "Both  governments 
".'ing  a  willingness  to  engage  at 
higher  levels." 

of  the  new  dialogue  is  grow- 
lext  month  at  the  Asia  Pacific  Eco- 
•  ooperation  (APEC)  meeting  in  Se- 


attle, Clinton  will  meet  Chinese 
President  Jiang  Zemin — the  first  such 
Presidential  summit  since  before  Tianan- 
men. Visits  by  other  delegations  to  Bei- 
jing are  already  happening:  After  a  sus- 
pension of  two  years,  talks  on  human 
rights  resumed  in  mid-October,  with  a 
visit  to  the  Chinese  capital  by  State  As- 
sistant Secretary  for  Human  Rights 
John  Shattuck.  Agriculture  Secretary 
Mike  Espy  will  soon  follow.  Also  in  the 


works  are  trips  by  Treasury  Secre 
Lloyd  M.  Bentsen  and  Defense  Assis 
Secretary  Charles  W.  Freeman.  The 
nese  plan  to  send  Deputy  Foreign  M 
ter  Liu  Huaqiu  to  Washington  in  e 
November,  in  part  for  arms-control  t 
aimed  at  lifting  recent  U.  S.  sanctioi 
The  intensified  contacts  are  larj 
driven  by  the  dramatic  surge  of  I  :, 
business  activity  in  China.  With  Chii 
consumers  now  amassing  real  buy) 


E  .5.  WEEK/OCTOBER  25.  1993 


er,  the  country  is  no  longer 
i  merely  as  a  manufactur- 
platform  for  cheap  con- 
er  goods.  Instead,  it  has 
me  one  of  the  most  prom- 
I  markets  for  American  ex- 
s.  "China  will  soon  have 
world's  second-biggest 
lomy,"  says  one  senior 
.sury  Dept.  official.  "The 
linistration  has  no  alterna- 
but  to  be  constructively 
'.ged  with  China." 
I  stakes.  U.  S.  business 
long  pushed  for  a  change 
titude.  Business  has  been 
umental  in  preventing  re- 
ns  with  China  from  com- 
ily  deteriorating  since 
anmen.  Both  Bush  and  Clinton  have 
wed  Beijing's  most-favored  nation 
)  trade  status,  despite  outcries  from 
jress  about  China's  human-rights 
rd.  The  main  reason:  Corporate 
rica  has  made  it  clear  that  a  revoca- 
would  deal  a  serious  blow  not  only 
hina  but  also  to  U.  S.  companies. 
Edinger,  chairman  of  the  powerful 
rican  Chamber  of  Commerce  in 
|  Kong,  is  encouraged  by  the  latest 
is.  Washington,  he  says,  has  "really 


U.S.  EXPORTS  TO 
CHINA  ARE  SURGING... 


...AND  SO  IS 
INVESTMENT 
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begun  to  understand  the  commercial  and 
economic  stakes  in  China." 

Corporate  leaders  are  making  sure  the 
stakes  keep  growing.  U.  S.  investment  in 
China  will  jump  this  year  to  an  estimat- 
ed $5  billion,  up  from  $3.1  billion  in  1992. 
U.  S.  exports  to  China  also  have  risen 
steadily  (charts),  though  not  as  rapidly 
as  China's  exports  to  the  U.  S.  Now,  an 
unprecedented  number  of  American 
chief  executives  are  traveling  to  Beijing, 
looking  for  new  business  opportunities 
(table).  In  the  past 
few  months,  John 
F.  Welch  Jr.  of 
General  Electric, 
Robert  E.  Allen  of 
AT&T,  Joseph  L. 
Dionne  of  McGraw- 
Hill  Inc.  (parent  of 
BUSINESS  WEEK), 
and  others  all  have 
made  the  trip. 
suit  city.  The  cav- 
alcade, moreover, 
seems  to  be  picking 
up  speed:  Just  this 
month,  a  slew  of 
other  executives  ar- 
rived in  China. 
Among  the  visitors: 
Six  top  officials 
from  United  Tech- 
nologies Corp.,  in- 
cluding Chief  Oper- 
ating Officer 
George  David.  The 
executives  were  in 
Beijing  in  mid-Octo- 
ber to  attend  an  air 
show  and  meet 
with  government 
and  business  lead- 
ers. Merck  &  Co.'s 
CEO,  Roy  Vagelos, 
also  flew  in  to  open 
a  new  hepatitis-B 
vaccine  facility  in 
Beijing.  And  Antho- 
ny Hales,  chairman 
of  Allied-Lyons 


RIDING  THE 
CHINA  SHUTTLE 

Since  August,  a  parade  of  America 's 
top  executives  has  traveled  to  China  to 
do  business.  Here's  a  partial  list: 

ROBERT  ALLEN 

AT&T 

Established  a  joint  venture  in  Au- 
gust to  manufacture  fiber-optic 
cable 

ECKHARD  PFEIFFER 

COMPAQ  COMPUTER 

Plans  to  co-produce  personal 
computers  with  China's  largest 
computer  group 

JOHN  F.  WELCH,  JR. 

GENERAL  ELECTRIC 

GE's  chairman  is  promoting  GE 
medical  equipment,  power  gen- 
erators, and  jet  engines 

ROY  VAGELOS 

MERCK 

His  company  in  October  is  open- 
ing a  new  hepatitis-B  vaccine  fac- 
tory in  Beijing 

GEORGE  DAVID 

UNITED  TECHNOLOGIES 

Hopes  to  open  markets  for  Pratt 
&  Whitney  and  Otis  Elevator 
divisions 

DATA:  BUSINESS  WEEK 


North  America  Corp. — the  par- 
ent company  of  Baskin  Rob- 
bins — came  to  announce  the 
opening  of  China's  first  ice 
cream  parlor. 

The  Chinese  are  hoping  that 
more  deals  will  lead  to  a  more 
stable  relationship  with  the 
U.  S.  That's  especially  impor- 
tant because  Beijing  is  about 
to  introduce  a  second  wave  of 
far-reaching  economic  reforms 
that  will  help  overhaul  its  out- 
dated financial  structure.  In- 
formed sources  in  the  Chinese 
capital  say  that  the  govern- 
ment hopes  to  establish  a 
ground-breaking  national  tax 
system  by  yearend.  By  early 
1994,  it  wants  to  convert  the  People's 
Bank  of  China,  a  dinosaur  institution 
that  doles  out  loans  on  political  grounds, 
into  a  functioning  central  bank.  And  by 
March,  the  government  will  try  to  unify 
its  current  assortment  of  foreign  ex- 
change rates  into  a  single  rate. 
at  ease.  With  the  momentum  for  change 
building,  Washington  is  feeling  pres- 
sured to  act.  The  Administration  recent- 
ly eased  up"  on  the  Coordinating  Commit- 
tee on  Multilateral  Export  Controls' 
(COCOM)  restrictions  on  sales  of  advanced 
computers  and  other  high-tech  equip- 
ment to  China  and  former  East  bloc  na- 
tions. And  last  spring,  Washington  au- 
thorized the  Export-Import  Bank  to 
extend  $72  million  in  credits  to  Beijing. 

Even  military  relations,  in  the  deep 
freeze  since  1989,  could  improve.  Mili- 
tary talks  will  focus  on  areas  such  as 
security  and  defense  conversion.  "People 
were  becoming  very  concerned  that  un- 
less we  start  talking  to  each  other,  each 
side  would  have  a  knee-jerk  hostility  to- 
ward the  other,"  explains  a  Pentagon 
official.  That  doesn't  signal  a  softer 
U.  S.  line  on  China.  But  the  Administra- 
tion has  concluded  that  it  has  little 
chance  of  influencing  Chinese  behavior 
on  sensitive  issues  such  as  missile  sales 
if  it  continues  to  ignore  top-level  Chinese 
leaders. 

Given  their  ideological  differences,  it's 
highly  unlikely  that  the  two  sides  will 
completely  mend  fences.  But  the  Chi- 
nese claim  they're  more  than  willing  to 
talk  with  the  new  Administration.  Says 
Wu  Jianmin,  director  of  the  Foreign 
Ministry's  Information  Dept:  "The  core 
of  the  issue  is  how  to  cope  with  our 
differences  and  develop  our  common  in- 
terests." And  with  Russia,  Bosnia,  So- 
malia, and  Haiti  causing  major  foreign- 
policy  headaches  for  Washington,  China 
may  be  one  of  the  few  places  where  the 
Clinton  Administration  can  find  a  fertile 
common  ground  to  cultivate. 

By  Joyce  Barnathan,  with  Lynne  Curry, 
in  Beijing,  and  Owen  Ullmann  in 
Washington 
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THE  1AW-AND-0RDER 
DEMOCRATS 


From  Clinton  on  down,  they're  getting  tough  on  crime  and  gun  control 


T 


|he  words  almost  sound  as  if  they 
could  have  come  from  that  master 
of  law-and-order  rhetoric,  Richard 
M.  Nixon.  During  the  past  month,  Presi- 
dent Clinton  hasn't  missed  a  chance  to 
decry  violent  crime  and  to  stump  for 
legislation  expanding  the  federal  death 
penalty  and  funding  more  police.  "Our 
people  have  the  right  to  feel  safe  where 
they  live,  work,  play,  and  go  to  school," 
Clinton  said  in  an  Oct.  9  radio  address. 

As  fear  of  crime  rises  (chart),  Demo- 
crats are  refusing  to  let  the  Republicans 
clobber  them  on  the  issue.  And  the  GOP 
is  discovering  that  knee-jerk  opposition 
to  gun  control  is  suddenly  a  liability.  As 
a  result,  the  politics  of  crime  are  domi- 
nant this  fall.  In  gubernatorial  contests 
in  New  Jersey  and  Virginia,  candidates 
are  out-toughing  each  other.  And  New 
York  City  Mayor  David  N.  Dinkins,  in  a 
tight  race  with  former  GOP  prosecutor 
Rudolph  Giuliani,  talks  constantly  about 
gun  control  and  getting  more  cops  on 
the  street. 

For  years,  Democrats 
have  reflexively  de- 
nounced GOP  anticrime 
initiatives  as  thinly  dis- 
guised racism.  Their  de- 
fensiveness  hit  its  nadir 
in  the  1988  Presidential 
campaign,  when  George 
Bush  made  furloughed 
rapist  Willie  Horton  the 
GOP  poster  boy. 

What  has  changed? 
Voter  frustration  is  ris- 
ing, and  Americans 
want    something — al- 


most anything — to  be  done.  "The  public 
knows  that  prisons  don't  solve  the  crime 
problem,"  says  University  of  California 
at  Los  Angeles  criminologist  James  Q. 
Wilson.  "But  it  knows  that  someone  in 
prison  won't  be  raping  or  robbing  out- 
side of  prison."  White  middle-class  fears 
have  risen  with  every  carjacking  and 
drive-by  shooting.  But  blacks,  too,  are 
demanding  action  against  the  tide  of  in- 
ner-city violence.  A  survey  by  Fabrizio  & 
McLaughlin,  a  Republican  polling  firm, 
found  that  blacks  favor  the  death  penal- 
ty for  murderers  by  a  nearly  2-to-l  mar- 
gin. "A  lot  of  black  neighborhoods 
would  love  to  have  10  policemen  on  ev- 
ery street,"  says  analyst  David  Bositis 
of  the  Joint  Center  for  Political  &  Eco- 
nomic Studies,  a  Washington  think  tank. 

This  attitudinal  change  frees  Demo- 
crats to  take  the  offensive — and  lets 
Clinton  strengthen  his  credentials  as  a 
moderate.  "This  is  a  new  issue  for  the 
Democrats,  but  it's  our  people — working 


AMERICANS  FEEL 
MORE  AT  RISK... 

How  500  respondents  said  their 
local  crime  rate  has  changed 
during  the  past  five  years:* 


...EVEN  THOUGH  CRIME  HAS 
LATELY  LEVELED  OFF 


INCREASED 

DECREASED 

REMAINED  THE  SAME 

NOT  SURE 

■/■> 
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people — who  are  be 
hurt,"  says  Paul  E.  Beg1 
an  adviser  to  both  Clir 
and  New  Jersey  Gover 
Jim  Florio. 

If  Democrats  were  1 
paralyzed  on  crime  by  f< 
of  black  reaction,  many 
publicans  are  hog-tied  by1 
position  to  gun  control, 
survey  by  Yankelovich  P 
ners  Inc.  this  past  Aug 
found  that  65%  of  Americj 
want  stricter  controls! 
guns  as  part  of  any  a 
crime  legislation.  Antra 
control  stances  are  hurl 
the  GOP  in  New  Jersey 
Virginia.  Florio,  who  wd 
ban  on  semi-automatic  assault  weapJ 
has  Republican  Christine  Todd  Whitip 
scrambling  to  defend  her  position 
some  firearms  should  be  removed  f 
the  prohibited  list.  In  the  tight  Virg 
race,  Democrat  Mary  Sue  Terry 
scored  points  by  blasting  oppon 
George  F.  Allen's  opposition  to  a 
per-month  limit  on  handgun  purchas 
prison  power.  Elsewhere,  Democi 
governors  are  seizing  the  issue.  Flo 
Governor  Lawton  Chiles,  prodded  b 
tourist  industry  fearing  catastrophe 
ter  the  murders  of  foreign  visitors, 
ned  a  bullet-proof  vest  to  ride  with 
ami  police  in  September.  The 
legislature  will  consider  a  crackdowi 
guns  and  juvenile  crime  in  a  Noven 
special  session.  In  Colorado,  Democi 
Governor  Roy  Romer,  spurred  by  di 
by  shootings  in  Denver  in  the  sumi 
won  passage  of  a  measure  that  all 
judges  to  hold  without  bail  youths 
rested  for  violent  crimes. 

The  GOP  isn't  about  to  concede  th< 
sue.  In  Los  Angeles,  Republican  t 
nessman  Richard  Riordan  was  ele 
mayor  by  promising  that  he  was  "To 
Enough  to  Turn  L.  A.  Around." 
Democratic  inroads  are  worrisome, 
the  Democrats  can  co-opt  the  ci 
agenda,  the  Republicans  will  have  lo 
defining  issue,"  says  GOP  consultant 
Severin  III.  "You  c 
lose  crime  and  the 
war  and  retain 
identity." 

The  biggest  dang< 
that  Clinton  will 
ceed  in  seizing  the  i: 
on   the  national  1( 
When   he  headed 
Democratic  Leader 
Council,  he  urged 
party  to  move  bej 
searching  for  soci 
causes  of  crime — an 
emphasize  law  enfc 
ment  instead.  Althc 
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jrney  General  Janet  Reno  favors 
:entrating  on  the  "root  causes"  of 
le,  Clinton  plans  to  get  tough  in  a 
ie  bill  the  Senate  plans  to  take  up 

month.  "Our  message  on  crime  is 
ale — more  cops  and  fewer  guns," 
>  White  House  aide  Bruce  Reed, 
he  bill,  similar  to  one  vetoed  last 
r  by  President  Bush,  who  opposed  its 
-control  provisions,  has  broad  biparti- 
support.  It  would  authorize  $3.4  bil- 

for  50,000  new  police  officers — a 


start  on  the  100,000  Clinton  promised 
during  the  campaign.  It  would  expand 
the  number  of  federal  crimes  subject  to 
the  death  penalty  and  limit  appeals  of 
state  death  sentences  in  federal  courts. 
Clinton  also  supports  a  five-day  waiting 
period  on  gun  purchases  and  a  ban  on 
assault  weapons. 

For  now,  the  Democrats'  anticrime  on- 
slaught has  put  the  GOP  on  the  defen- 
sive. But  in  the  longer  run,  Republicans 
aren't  sure  the  offensive  can  succeed. 


"A  Democrat  talking  about  crime  is  like 
a  eunuch  talking  about  great  sex,"  says 
Severin.  "There's  always  a  disparity  be- 
tween the  rhetoric  and  their  ability  to 
produce."  For  now,  the  tough  Democrat- 
ic talk  looks  like  a  winner.  But  the  GOP 
will  be  ready  to  make  Clinton  pay  the 
price  if  his  high-profile  campaign  doesn't 
make  the  streets  any  safer. 

By  Susan  B.  Garland,  with  Catherine 
Yang,  in  Washington,  Sandra  Atchison  in 
Denver,  and  Gail  DeGeorge  in  Miami 


Commentary/by  Paul  Magnusson 

DEFICIT  REDUCTION?  NO,  JUST  BLATHER 


rhe  convoluted  federal  budget  pro- 
cess, Office  of  Management  & 
Budget  Director  Leon  E.  Panetta 
rs,  "gives  the  American  people  the 
session  more  of  anarchy  than  of 
ical  decision-making."  It's  not  hard 
see  why.  Just  look  at  the  grab  bag 
budget-cutting  schemes  Congress 
i  the  White  House  are  about  to 
)lement.  i 
)esperate  to  show  that  they're 
gh  on  the  deficit  and  bound  to 
i  up  to  the  President's  August 
>mise  for  further  spending 
s,  Democrats  have  hit  upon  a 
ies  of  gimmicks:  a  new  package 
modest  spending  recisions,  a 
m  meeting,  a  deficit  trust  fund, 
1  that  old  chestnut,  the  bal- 
ed-budget  amendment.  None  is 
answer.  "People  in  govern- 
nt  keep  insisting  that  if  they 
t  tinker  a  little  bit  with  the 
cess,  the  whole  problem  can 
fixed,  but  that's  not  true," 
s  Stanley  Collender,  a  budget 
>ert  at  Price  Waterhouse. 
iES  and  rhetoric.  With  the  fiscal 
.r  just  weeks  old,  the  White  House 
'usily  looking  for  spending  cuts.  But 
Administration  is  aiming  low,  seek- 
perhaps  $10  billion  in  cuts  this 
.r — and  using  outdated  spending 
jections  to  exaggerate  the  savings, 
-h  the  Administration  and  Congress, 
inwhile,  are  avoiding  hard  deci- 
is,  all  the  while  hoping  the  public 
buy  their  hard-line  rhetoric. 
Consider  the  town  meeting  Clinton 
mised  Representative  Marjorie  Mar- 
ies-Mezvinsky  (D-Pa.)  so  that  she 
lid  cast  the  deciding  vote  that  en- 
id  Clinton's  budget  to  squeak  by 
House  in  August.  The  President, 
h  Cabinet  officials  in  tow,  will  visit 
largely  Republican  suburban  Phila- 
)hia  district  on  Dec.  13.  The  topic 
the  meeting:  the  need  to  cut  entitle- 
it  spending,  which  now  comprises 
i  ut  50%  of  the  entire  federal  budget 


and  provides  a  blank  check  to  anyone 
who  fits  the  age,  income,  and  employ- 
ment criteria.  Lost  amid  the  hot  air  will 
be  the  reality:  Trimming  entitlement 
spending  means  making  hard  cuts  af- 
fecting millions  of  people. 


Nor  should  the  public  be  shocked  to 
learn  that  Clinton's  new  Deficit  Reduc- 
tion Fund  is  worthless.  As  the  1994 
fiscal  year  began,  Panetta  directed 
Treasury  Secretary  Lloyd  M.  Bentsen 
to  squirrel  away  $46.8  billion  in  a  spe- 
cial account  to  be  used  to  buy  back 
some  of  the  $4.4  trillion  national  debt. 
Trouble  is,  with  the 
federal  government 
running  a  $253  billion 
operating  deficit  this 
year,  Treasury  will 
have  to  reborrow  the 
$46.8  billion  from  the 
public  to  fill  the  bud- 
get void  created  by  the 
new  fund.  It's  like  pay- 
ing off  your  Master- 
Card  bill   with  Visa. 


FAMILIAR  STORY 


Net  savings:  zero.  But  there  may  be  a 
cost  for  policymakers  once  voters  fig- 
ure out  they've  been  had  again.  "Peo- 
ple in  Washington  always  seem  to  fo- 
cus on  the  low  repute  in  which 
politicians  are  held,  but  they  seldom 
consider  the  reason — that  they  try  to 
deceive  the  public,"  complains 
Carol  Cox  Wait,  president  of 
the  nonpartisan  Committee 
for  a  Responsible  Federal 
Budget. 

caveats.  Another  hoax,  the 
balanced-budget  amend- 
ment— is  also  back.  This 
time,  it  may  actually  pass. 
Senator  Paul  Simon  (D-Ill.) 
says  he  has  all  but  lined  up 
the  necessary  two-thirds  of 
the  Senate  for  a  vote  on  the 
measure  as  early  as  late  Octo- 
ber. The  House  is  considered 
a  slam-dunk. 

Sounds  good,  sure.  But 
such  an  amendment  is  unlikely 
to  work.  Dozens  of  state  legis- 
latures now  backing  the  mea- 
sure are  likely  to  rescind  their 
support  when  they  realize  that  fed- 
eral aid  to  states  will  be  cut  first. 
Moreover,  some  legal  scholars  consider 
the  amendment  unenforceable. 

The  Clinton  Administration  is  man- 
aging to  restrain  the  deficit  in  the  near 
term  through  tax  increases  and  spend- 
ing cuts.  But  the  long-term  problem 
remains  (chart).  Meanwhile,  the  fancy 
constructs  appear  never-ending,  the 
creativity  of  the  politi- 
cal process  boundless, 
the  ability  to  borrow 
bottomless.  The  real 
trick  would  be  to  ex- 
haust the  gimmickry 
before  we  run  out  of 
credit. 
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Magnusson  covers 
economic  policy  from 
Washington. 
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METALS  MM 


INGOTS  AND  MORE  INGOTS:  WAREHOUSES  ARE  BRIMMING  WITH  ALUMINUM,  AND  PRICES  HAVE  FALLEN  TO  AN  ALL-TIME  LOW 


SUDDENLY,  THERE'S  ALUMINUM 
EVERYWHERE 


Russia,  with  almost  no  defense  industry,  sends  1  million  tons  abroad 


■  t  used  to  be  that  America's  alutni- 
I  num  giants  were  among  its  strongest 
■1  performers.  While  old-line  steel  ti- 
tans fumbled  and  fiddled  under  pressure 
from  foreign  rivals,  Alcoa,  Reynolds 
Metals,  and  Canada's  Alcan  stayed 
world-beaters  by  pouring  money  into  re- 
search, investing  in  the  latest  technol- 
ogy, and  creating  vast  new  markets  for 
their  metal.  So  why  are  these  dynamos 
suddenly  slumping  big  time? 

Call  it  an  acute  case  of  post-cold-war 
fallout.  North  American  aluminum  com- 
panies are  reeling  from  a  surge  of  cheap 
imports  from  Russia,  where  huge  smelt- 
ers, with  virtually  no  aviation  or  defense 
industries  to  sell  to,  are  sending  1  mil- 
lion metric  tons  a  year  of  cheap  alumi- 
num to  the  West.  With  warehouses 
brimming  with  shiny  ingot,  prices  have 
tumbled  to  49<t  a  pound,  an  all-time  low 
if  inflation  is  factored  in.  As  a  result, 
Aluminum  Co.  of  America  announced  on 
Oct.  8  that  its  third-quarter  earnings  fell 
36.4' ; ,  to  $28.8  million,  on  revenues  that 
were  off  6.3%,  to  $2.2  billion. 
avalanche.  Alcoa  did  well,  c  impared 
with  its  rivals.  On  Oct.  12,  Alcan  Alumi- 
num Ltd.  posted  a  $13  million  third  quar- 
ter loss  on  revenues  that  fell  7.4'  to 
$1.8  billion.  Analysts  expect  Reynolds 
Metals  Co.,  which  lost  $55  million  <>n 
sales  of  $2.6  billion  in  the  first  half,  to 
remain  in  the  red.  "There's  too  damn 
much  material,"  says  Alcoa  Chairman 
Paul  H.  O'Neill. 

The  bad  news  is  far  from  over.  Since 
the  Russian  avalanche  began  in  late 
L990,  U.S.  aluminum  makers  have  cut 
production  by  796,000  metric  tons,  or 
of  capacity,  and  laid  off  1,300  em- 


ployees. But  prices  continue  to  fall. 
Meanwhile,  the  European  Community, 
after  cutting  production  by  320,000  met- 
ric tons,  is  trying  to  limit  shipments 
from  Russia  to  Europe — detouring  more 
of  the  metal  to  North  America. 

With  aluminum  makers  facing  a  pain- 
ful war  of  attrition,  they're  now  hoping 
that  multilateral  trade  talks,  scheduled 
for  Oct.  21-22  in  Moscow,  will  push  the 
Russians  to  match  Western  cutbacks. 
"If  we  cut  more,  we  put  highly  paid 
American  workers  with  good  benefits  on 
the  street,  so  that  [the  Russians]  can 
run  their  old  plants,  with  workers  who 
make  15  or  20  bucks  a  month,"  says 
Bond  Evans,  CEO  of  pro- 
ducer Alumax  Inc. 

For  now,  however, 
North  American  alumi- 
num companies  have  lit- 
tle choice  but  to  hunker 
down.  Alcoa  has 
slashed  its  R&D  budget 
and  laid  off  400  workers 
at  headquarters.  Reyn- 
olds is  busy  selling  off 
nonstrategic  business- 
es, from  ice-cream-bar 
maker  Eskimo  Pie 
Corp.  to  an  Australian 
gold  mine.  And  last 
month,  Alcan's  board,  eager  to  restruc- 
ture the  company,  retired  CEO  David 
Morton  a  year  early,  replacing  him  with 
his  No.  2,  Jacques  Bougie.  Bougie's  mis- 
sion, he  says,  is  to  cut  costs  enough  to 
make  the  company  "one  of  the  lowest- 
cost  aluminum  producers  in  the  world." 

Meanwhile,  capacity  outstrips  demand 
in  the  companies'  core  markets.  Take 
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aluminum  cans.  Beer  consumption! 
falling  in  the  U.  S.,  and  many  soda  drl 
ers  are  ditching  aluminum  cans  for  I 
ger  plastic  bottles.  What's  more,  A 
makers  are  working  with  ever-thii 
grades  of  aluminum,  which  means  s 
mer  shipments.  The  upshot,  says  Th 
as  Van  Leeuwen  of  CS  First  Bos 
Group  Inc.:  "There's  going  to  be  a  < 
fight  for  volume."  In  an  attempt  to 
cure  its  market  for  can-sheet,  Reym 
has  announced  plans  to  buy  Miller  Bi 
ing  Co.'s  can  plants. 
bullish  traders.  To  be  sure,  alumir 
makers  do  have  a  few  growth  mark 
Detroit  is  one.  Aluminum's  share  of 
auto  market  continues  to  grow:  The 
erage  car  contains  191  pounds  of 
metal,  up  AT/<  in  a  decade.  A  good 
in  Detroit  is  buoying  North  Amer: 
shipments,  which  are  up  4.7%  this  y 
And  President  Clinton's  new  pact 
auto  makers  to  produce  fuel-effic 
cars  should  boost  demand  further. 
Such  growth  prospects  are  one  rea 
Wall  Street  has  sta 
relatively  bullish  on 
minum  companies, 
spite  the  havoc  f: 
Russia.  Alcoa  stock, 
instance,  barely 
cuped   with   its  dii 
pointing  third-quai 
earnings,  staying  in 
mid-60s,  10  points  at 
its  12-month  low. 
investors'  patience 
certainly  be  testec 
the  companies  fail 
reach  an  accord 
Russia. 

To  try  to  clinch  a  deal,  aluminum 
panies  are  offering  technical  and  < 
ronmental  assistance  to  the  Russi; 
and  even  an  aluminum-foil  joint  vent 
in  Siberia.  North  American  produ* 
are  clearly  eager  for  relief.  The  alte 
tive,  they  fear,  might  be  a  long,  pai: 
slide  like  the  one  that  hit  Big  Steel. 

By  Stephen  Baker  in  Pittsbt. 
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Over  $96  billion 
in  new  capital  raised  for 
clients  worldwide  in  the 
first  9  months  of  1993* 
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Commentary/by  Michael  Mandel 


LOST  IN  THE  WILDERNESS  OF  ECONOMIC  THEORY 


■  f  economics  were  a  sport,  the  U.  S. 
H  could  retire  the  championship  tro- 
H  phy.  For  the  fourth  straight  year, 
and  for  the  11th  time  since  1980,  the 
Nobel  prize  for  economics  was  taken 
home  by  economists  from  American 
universities.  The  winners  this  year  are 
two  top  economic  historians:  Robert  W. 
Fogel  of  the  University  of  Chicago, 
best  known  for  his  controversial  study 
of  the  economic  efficiency  of  slavery 
and  for  his  work  on  the  early 
American  railroads,  and 
Douglass  C.  North  of  Wash- 
ington University  in  St.  Lou- 
is, who  has  written  on  the 
evolution  of  feudalism,  mar- 
kets, and  other  economic  in- 
stitutions. 

Ironically,  none  of  the  re- 
cent prizewinners  comes 
from  the  ranks  of  the  ma- 
croeconomists,  the  group 
that  traditionally  takes  cen- 
ter stage  in  times  of  econom- 
ic distress.  Since  1990,  when 
the  latest  string  of  American 
prizes  started,  the  economy 
has  grown  at  an  anemic  1.2% 
rate,  and  the  ranks  of  the  un- 
employed have  surged  by 
more  than  1.5  million.  Yet 
during  this  period,  the 
awards  have  been  given  for 
work  in  joint  fields — law  and 
economics,  finance  and  eco- 
nomics, family  and  econom- 
ics, history  and  economics. 
Macroeconomics — historically 
the  core  of  the  profession — 
has  been  ignored  by  the  No- 
bel prize  committee  for  the 
past  six  years. 

BLACKBOARD  BUNGLE?  For 

good  reason.  The  lack  of  rec- 
ognition accurately  reflects 
the  current  dismal  state  of 
macroeconomics.  Ever  since 
the  mid-1970s,  when  Keynesian  ideas 
came  under  attack,  macroeconomists 
have  been  flailing  about  in  all  different 
directions.  Monetarists  have  jostled 
with  supply  siders,  who  fought  with 
neo-Keynesians,  who  argued  with  ra- 
tional expectations  theorists.  "The 
problem  with  macroeconomics  is  that  it 
changes  every  five  years,"  says  Don- 
!  aid  McCloskey,  an  economic  historian 
the  University  of  Iowa.  Macroeco- 
nomic  "research  has  been  very  con- 


fused and  very  controversial,  he  says." 
Adds  James  S.  Heckman,  a  labor  econ- 
omist at  the  University  of  Chicago: 
"There's  a  real  sense  that  macroecono- 
mists have  gotten  into  a  mode  of  talk- 
ing to  each  other  and  not  addressing 
serious  issues." 

Indeed,  for  most  intents  and  pur- 
poses, macroeconomists  have  abdicated 
their  responsibility  to  explain  the  ups 
and  downs  of  the  business  cycle — the 


HOW  MACROECONOMICS  WENT  ASTRAY 

M1Q/ A     Hubris  overcomes  the  profession,  and 
I  /  UU  J  macroeconomists  prematurely  declare  the 
death  of  the  business  cycle. 

MlQlft  Keynesianism  comes  under  attack  when  ma- 
I  /  I  Uj  croeconomists  are  surprised  by  the  "theoreti- 
cally impossible"  combination  of  slow  growth  and  high  inflation 
after  1974-75  recession. 

THE  1980s  ^ 


etarists  champion  tight  money  to  lower  infla- 
tion, and  the  recessions  of  the  early  1980s  follow.  Supply-siders, 
meanwhile,  advocate  big  tax  cuts,  and  enormous  budget  deficits 

ensue. 

Confusion  reigns:  Keynesians  bemoan  the  lack 
of  fiscal  stimulus,  monetarists  worry  about  ex- 
cessive money  growth,  and  rational  expectations  theorists  doubt 
the  efficacy  of  government  policy. 

DATA:  BUSINESS  WEEK 


THE  1990s 


stuff  like  unemployment  and  reces- 
sions that  people  really  care  about.  In- 
stead, says  McCloskey,  the  core  of 
macroeconomics  has  become  "black- 
board speculation"  that  deals  with  ab- 
stract mathematical  theories  rather 
than  useful  applications. 

One  of  the  consequences  of  this  con- 
fusion is  that  almost  all  econometric 
models  used  to  forecast  the  U.  S.  econ- 
omy still  depend  on  insights  from  a 
quarter-century  ago,  developed  by 


such  luminaries  as  1980  Nobel  Laui 
ate  Lawrence  R.  Klein,  now  73.  "Tel 
large  extent,  macroeconomists  have! 
tried  to  improve  macro  forecasts  I 
macro  models,"  says  Olivier  Blanchal 
a  leading  macroeconomist  at  the  Ml 
sachusetts  Institute  of  Technology.  1 
deed,  forecasters  are  viewed  as  secoil 
class  citizens  within  the  profession! 
even  though  government  and  businej 
es  depend  on  forecasts  to  guide  poll 
and  investment  decisions.  I 
By  contrast,  many  of  tl 
recent  Nobel  winners — I 
cane  as  their  research  topi 
may  sound — have  been  doil 
research  with  more  practil 
applications.  For  exampl 
before  his  work  on  slavel 
Fogel  collected  evidence  trl 
the  rapid  growth  of  the  U.I 
railroads  in  the  1800s  \J 
not  necessary  to  drive  AmJ 
ca's  economic  developmel 
When  brought  forward  ill 
today's  world,  this  conclusi 
suggests  developing  coil 
tries  don't  need  to  pun 
money  into  a  "leading  si 
tor,"  such  as  steel,  autos,  I 
semiconductors,  to  ignite  el 
nomic  growth. 

GROWTH  PATTERNS.  Norl 

too,  has  looked  to  apply  I 
research  in  recent  yea! 
traveling  to  Russia,  EastJ 
Europe,  and  Latin  Amerl 
and  offering  advice  on  hi 
to  create  new  economic  ina 
tutions  in  those  countril 
What  such  regions  nel 
most,  according  to  North,  J 
"secure,  well-enforced  prJ 
erty  rights  that  will  alii 
people  to  make  investment! 

But  no  matter  how  worm 
the  latest  Nobel  winners  al 
it's  sad  to  realize  that  tha 
still  is  a  gaping  hole  at  the  center  I 
economics — where  macroeconoml 
used  to  be.  For  policymakers  and  onj 
nary  people  looking  for  guidance  | 
what  to  do  next,  there  is  precious  litj 
to  be  found.  "I  don't  see  many  signs! 
change,"  says  MIT's  Blanchard.  "I  wl 
I  saw  them,  but  I  don't."  More's  ti 
pity.  | 

Economics  Editor  Mandel  has  a  PhDm 
economics  from  Harvard  University.  I 
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privatization  transactions  in 


1992  and  1993  than  any  other 


investment  bank 
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AN  UNKIND  CUT 
FROM  WAL-MART 


►  Suddenly,  everyone  claims 
to  be  the  consumer's  best 
friend.  An  Arkansas  judge  on 
Oct.  11  decided  that  Wal-Mart 
Stores  had  illegally  priced 
some  pharmaceutical  products 
below  cost  with  the  intent  of 
injuring  competitors.  The 
judge  awarded  three  pharma- 
cies $289,407,  or  triple  the  ac- 
tual damages  he  said  they 
had  suffered.  The  attorney 
for  the  plaintiffs  hailed  the 
decision  as  assurance  of  "ef- 
fective competition"  against 


mini 
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WEEKLY  CLOSE  OF  THE 
SHARPER  IMAGE'S  STOCK 
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THE  RIGHT  FOCUS 
AT  SHARPER  IMAGE? 

Shares  of  Sharper  Image,  pur- 
veyor of  yuppie  gizmos  (exam- 
ple: electronic  snore  detector, 
$60)  tripled  momentarily  after 
the  retailer  announced  plans 
for  a  TV  home-shopping  pilot 
on  Sept.  27.  The  big  question 
remains:  What  do  the  value- 
conscious  1990s  hold  for  a 
company  that  sees  indulgence 
as  a  long-term  trend?  Founder 
Richard  Thalheimer  thinks 
product  mix  and  marketing  are 
the  answer:  He  has  added 
cheaper  items  to  his  catalogs 
and  84  stores  and  is  selling 
wares  in  Bloomingdale's  and 
Dillard's.  Next:  a  "health  and 
longevity"  catalog.  But  same- 
stcre  sales  are  down,  and 

er  Image  has  lost  money 
1  of  its  last  14  quarters. 


Wal-Mart  and  other  powerful 
retailers.  Wal-Mart,  which  will 
appeal  to  the  Arkansas  Su- 
preme Court,  could  face  simi- 
lar suits  in  22  other  states. 


THE  MINIMUM  WAGE 
MAY  GET  A  BOOST 


►  The  Clinton  Administra- 
tion's plans  to  raise  the  mini- 
mum wage  are  getting  richer. 
Labor  Secretary  Robert  Reich 
said  on  Oct.  12  that  the  wage 
could  go  to  $4.75  an  hour  with 
"no  negative  employment  ef- 
fects whatsoever."  The  50$ 
hike  is  twice  what  Reich  pro- 
posed in  a  memo  to  the  White 
House  earlier  this  year.  But 
the  Labor  chief  left  himself 
an  out,  suggesting  that  some 
of  the  hike  could  be  in  the 
form  of  mandated  health-care 
coverage. 


SADDER  DAYS 
ATWOOLWORTH'S 


►  Retailer  Woolworth  is  gasp- 
ing for  air.  On  Oct.  13,  the 
company  announced  that  it 
will  close  some  970  general 
merchandise  and  specialty 
stores  in  the  U.  S.  and  Cana- 
da. The  move  will  eliminate 
13,000  jobs  from  Woolworth's 
payroll  and  force  the  company 
to  take  a  $775  million  pretax 
write-off  against  1993  earn- 
ings. The  restructuring  is 
Woolworth's  second  in  as 
many  years.  By  the  end  of 
1993,  the  retail  chain  will  have 
shuttered  1,200  stores.  At  the 
end  of  1992,  Woolworth  had 
nearly  9,000  outlets.  The  move 
prompted  Duff  &  Phelps  to 
place  Woolworth's  A+  debt 
on  credit  watch.  Woolworth 
stock  fell  Va,  closing  at  26 Vs 
on  Oct.  13. 


CREATIVE  AUSTERITY 
AT  ELI  LILLY 


►  Count  Eli  Lilly  as  the  latest 
pharmaceutical  casualty.  On 
Oct.  11,  it  announced  plans  to 
eliminate  4,000  jobs,  amount- 
ing to  207'  of  its  work  force. 
The  company  is  also  trimming 
research  funding  at  its  Hybri- 


HEADLINER 


Ten  months'  work  for  $25  mil- 
lion— not  a  bad  deal  for  Rich- 
ard Braddock,  who  announced 
he  would  resign  Oct.  18  as 
chief  executive  of  Medco  Con- 
tainment Services.  Braddock, 
51,  signed  on  at  Medco 
in  January  at  the  be 
hest  of  his  friend 
and  longtime 
banking  client 
Martin  Wygod, 
Medeo's  chair- 
man. He  got  a 
$750,000  salary 
plus  stock  options 
and  the  promise  of 
a  fee  if  Medco  was  sold 
Now,  Merck  is  buying  Medco 
for  $6  billion.  Braddock  had 
little  to  do  with  the  planned 
acquisition,  according  to  Wy- 
god, who  says  he  was  "still  on 
the  learning  curve."  But  his 
take  is  impressive — if  some- 
what less  than  the  $35  million 
implied  by  his  original  pay 
agreement. 


But  Braddock  is  too  sH 
tious  to  take  his  money  U 
retire.  "I'm  a  type  A,'  I 
says.  A  director  of  East  H 
Kodak,  he's  often  menti  U 
as  a  candidate  to  becomt  tj 
photo  giant's  new  I  I 
executive.  He  a 
clines  to  comiBj 
on  that  pos« 
ty  but  is  wH 
expected  toll 
tie  for  notflj 
less  thanffi 
No.  1  spot  si 
where.  BeH 
jumping  to  MF 
the  Harvard  busil 
school  graduate  was  presiH 
of  Citicorp;  there,   he  [ 
rumored  to  be  a  contend^ 
succeed  James  Robinsoil 
the  helm  of  American 
press.  Says  Braddock] 
like  to  run  businesses 
a  consumer  bias  and  gr<j 
potential." 

By  Joe  Weber  in  Phi  lade 


tech  diagnostics  business  and 
may  seek  ways  to  push  new 
products  out  of  its  develop- 
ment pipeline.  Chairman  Ran- 
dall Tobias  says  that  he  will 
consider  additional  joint-ven- 
ture research  or  marketing 
projects  and  may  even  sell 
some  of  Lilly's  research  pro- 
jects in  exchange  for  products 
that  can  generate  revenue  im- 
mediately. 


A  HEAVIER  TOLL 
ON  TOBACCO  ROAD 


►  It  doesn't  make  smoking 
any  better  for  you,  but  ciga- 
rette prices  have  plunged  in 
the  past  six  months.  And  the 
price  wars  are  killing  tobacco 
company  earnings.  Domestic 
profits  for  the  third  quarter, 
due  out  on  Oct.  19,  will  be 
awful,  says  Gary  Black,  an 
analyst  at  Sanford  C.  Bern- 
stein. Income  will  be  down 
80%  vs.  a  year  ago  at  Ameri- 
can Brands,  68'/'  at  R.  J. 
Reynolds  Tobacco,  and  547"  at 
Philip  Morris,  he  figures. 


How  to  stanch  the  bleed! 
Black  thinks  Reynolds  nj 
raise  prices  in  NovembeJ 
5$  a  pack,  and  that  P] 
Morris  and  smaller  manil 
turers  will  follow  suit. 


CALPERS  GETS  TOUGi 
WITH  ITS  INSURERS  1 


►  The  giant  California  Pm 
Employees'  Retirement  I 
tern  isn't  resting  on  its  I 
rels.  After  holding  its  pr 
urns  to  a  1.47  increase 
year — vs.  97  for  emplo 
nationwide — CalPERS  tolc 
insurers  on  Oct.   13  to 
rates  by  57  next  year, 
challenge  for  18  health-n 
tenance  organizations 
serve  CalPERS'  900,000 
ered  employees  and  d' 
dents:  eliminate  unne 
procedures  and  cut  over 
without  sacrificing  qualit; 
Kaiser  Permanente  of f| 
says  the  state's  biggest 
is  "prepared  to  work 
CalPERS"  but  stressed  ne, 
at  ions  are  just  beginning 
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ou  have  a  reservoir 
of  information. 


How  much  is  reaching 
your  customer  and  how  fast? 


f 


If  your  customers  only  knew  you  offer 
a  product  they  want  or  a  service  they  need. 
If  your  customers  only  knew  what  you 
know.  Because  what  your  customers  don't 
know  leaves  revenue-generating  potential 
untapped. 

That's  why  Unisys  has  developed  a 
powerful  initiative —customerize — to  help 
business  turn  customer  service  into  a 
competitive  advantage.  Unisys  can  help 


cus  tom  er  ize  \  kus'-ta-ma-rize'W 
1:  to  make  .1  company  mure  responsive 
lo  its  customer,  anil  belter  able  to  ai .tract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
I  ins)  s  (  oi  p<  .1  atu  m  di  ies  loi  a  en  >«  ing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  <  ustomi  r 

SI  RVICI  (  OMPI  riTIVI  EDGI  III  SIM  ss 
(  RTTK  \l  sol  l  uo\s  hi  VENUI  CI  NERATION 


customerize  your  enterprise  by  extending 
information  technology  out  to  field  locations, 
where  a  customer  decides  to  do  business 
with  you-or  not.  And  where  a  critical  influ- 
e  over  that  decision  is  timely  information. 

itsys  Corporation. 


With  a  comprehensive,  timely  flow  of  infor- 
mation, you'll  optimize  customer  satisfac- 
tion, sales  content,  and  competitiveness. 

UMSYS 

We  make  it  happen. 


Call  us  at  1-800-874-8647,  ext  13.  Ask: 
for  a  complimentary  customerize  Informa1 
tion  Kit,  and  a  customerize  SM  assessment  to 
help  evaluate  your  organization's  informa 
tion  flow.  We'll  help  you  convert  informa 
tion  into  a  stream  of  customers-and 
revenue. 

customerize  is  a  service  mark  of  Unisys  Corporation. 


i 
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!  ENATE  DEMOCRATS:  CLOBBERING  CLINTON 
1 1TH  THE  SUGGESTION  BOX 


I  he  name  of  the  game  in  the  baronial  preserve  known  as 
the  U.  S.  Senate  is  "advise  and  consent."  But  since  Bill 
Clinton  came  to  town,  the  senators  have  been  doing  a  lot 
wising  and  the  President  most  of  the  consenting.  In  pur- 
*  their  prerogatives,  the  56  Democratic  senators  have 
3  Clinton  look  weak— hurting  his  chances  of  becoming 
irst  successful  Democratic  President  in  a  generation, 
le  Senate  has  deluged  the  White  House  with  helpful 
:,  some  of  which  look  more  like  demands.  Armed  Servic- 
ommittee  Chairman  Sam  Nunn  (D-Ga.),  a 
h  critic  on  military  issues,  is  now  offering 
in  to  restructure  the  U.  S.  tax  system, 
-opriations  Committee  Chairman  Robert 
yrd  (D-W.  Va.)  wants  to  force  the  with- 
ral  of  troops  from  Somalia.  Finance  Com- 
ie  Chairman  Daniel  P.  Moynihan  (D-N.Y.) 
d  the  financing  of  Clinton's  health-care 
a  "fantasy."  Senator  David  L.  Boren  (D- 
.)  forced  Clinton  to  rewrite  his  budget, 
voted  against  it  anyway.  And  Senator 
Bradley  (D-N.  J.)  offered  advice  on  building 
n  economic  safety  net. 
/sling.  Much  of  this  was  inevitable.  "The 
te  is  a  collection  of  very  big  egos,"  says 
ical  scientist  Stephen  Hess  of  the  Brook - 
Institution.  "A  lot  of  senators  feel  they  are 
■  qualified  to  be  President  than  the  Presi- 
."  Especially  the  Democrats.  In  the  Rea- 
iush  years,  they  acted  as  a  shadow  government,  speaking 
■onomics,  foreign  policy,  and  other  issues,  a  role  they  are 
to  surrender.  "Nobody  said  that  when  we  got  a  Demo- 
?  President  that  Democratic  senators  would  be  muzzled," 
>  one  majority  leadership  source.  "There  are  a  number  of 
ocrats  out  there  who  haven't  yet  realized  [Clinton]  is 
)f  ours,"  adds  a  senior  Senate  Democratic  staffer, 
it  Clinton's  inept  handling  of  the  Senate  has  made  a  bad 
tion  worse.  Nunn  took  the  President's  early  move  to 
discrimination  against  gays  in  the  military  as  a  personal 


challenge  and  forced  Clinton  to  back  down.  Then,  the  Presi- 
dent showed  weakness  by  trimming  proposed  increases  in 
grazing  fees  to  win  Western  support  for  his  budget.  Such  mis- 
cues  were  compounded  by  personal  slights:  Several  committee 
chairmen  learned  of  major  Clinton  proposals  through  newspa- 
per leaks  rather  than  White  House  courtesy  calls.  "If  the 
President  had  come  in  very  surefooted,  the  Senate  would 
have  been  much  more  cooperative,"  contends  one  Senate 
staffer.  "But  things  began  to  fall  apart,  and  everyone  began  to 
free-lance." 

FLESH  WOUNDS.  Many  of  the  senators  say  they 
only  want  to  help.  Bradley's  economic-security 
proposal  combines  some  traditional  Democrat- 
ic ideas.  In  an  Oct.  7  speech  in  Washington, 
Bradley  called  for  universal  health  insurance, 
pension  protection,  and  lifetime  education  and 
retraining.  The  goal,  he  says,  was  "to  push 
the  Administration  to  be  a  little  clearer  about 
their  objectives  over  the  next  two  or  three 
years.  I  hope  they  see  me  as  pushing  them  to- 
ward their  better  impulses." 

So  far,  Clinton  has  suffered  mainly  flesh 
wounds  from  Senate  rebellions.  He  has  won  ap- 
proval for  nearly  all  of  his  first-year  initia- 
tives. But  his  luck  may  not  hold.  Successful 
Presidents,  from  Franklin  Roosevelt  to  Ronald 
Reagan,  have  imposed  their  will  by  making 
senators  think  twice  before  exercising  their 
independence.  "There's  no  fear  factor,"  says  Republican  consul- 
tant Eddie  Mahe  of  Clinton  and  the  Senate.  "Whenever  they 
have  any  urge  to  bang  him  around,  they  just  do  it." 

So  far,  Clinton  would  rather  cajole  than  confront.  He's  fre- 
quently calling  senators  to  chat  and  is  currying  favor  with  cov- 
eted White  House  social  invites.  But  keeping  Democratic  bar- 
ons in  line  will  require  stronger  stuff.  If  Clinton  is  to  make  his 
agenda  prevail  over  the  ego  eruptions  of  Senate  Democrats,  he 
must  be  prepared  to  crack  some  heads  on  Capitol  Hill. 

By  Richard  S.  Dunham 


ITALWRAPUPI 


FED 


I  greement  between  committee 
%  \  chairmen  in  the  House  and  Senate 
I  isually  all  it  takes  to  send  a  bill 
H  ging  its  way  toward  passage.  But 
I  n  the  combined  support  of  House 
1  king  Committee  Chairman  Henry 
1  Gonzalez  (D-Tex.)  and  Paul  S.  Sar- 
l  es  (D-Md.),  who  is  expected  to  take 
(]  r  the  Senate  banking  panel  after 
w  retirement  of  Michigan  Democrat 
1  laid  W.  Riegle  Jr.  next  year,  prob- 
mr  won't  be  enough  to  move  legisla- 
tj  that  would  put  the  Federal  Re- 
Sj  /e  under  tighter  political  control, 
(j  izalez  called  Fed  Chairman  Alan 
4  enspan  before  his  committee  on 


Oct.  13  to  discuss  a  measure  that 
would  make  the  Fed's  deliberations 
more  public.  In  a  more  radical  change, 
the  bill  would  also  take  away  the  12 
regional  Fed  banks'  power  to  name 
their  own  chief  executives,  making 
them  Presidential  appointees  instead. 
Both  ideas  are  old  Democratic  chest- 
nuts but  are  winning  even  less  sup- 
port than  they  have  in  the  past.  And 
President  Clinton  knocked  the  wind 
out  of  Fed  reformers'  sails  by  coming 
out  against  the  bill.  Why  so  little  en- 
thusiasm for  the  always  popular  sport 
of  Fed  bashing?  It  has  been  four  years 
since  the  central  bank  last  raised  inter- 
est rates,  explains  an  Administration 
official,  "so  no  one  is  mad  at  it." 


DEADBEATS 


Anew  law  relaxing  restrictions  on 
political  activity  by  federal  civil- 
service  employees  also  makes  it  easier 
for  businesses  to  collect  some  bad 
debts.  The  old  law  prohibited  attaching 
federal  workers'  wages  for  any  pur- 
poses except  nonpayment  of  child  sup- 
port or  debts  owed  to  the  government. 
A  provision  of  the  Hatch  Act  amend- 
ments signed  into  law  Oct.  6  allows 
creditors  to  seek  a  garnishment  order 
against  any  federal  employee— including 
members  of  Congress.  Senator  Larry 
Craig  (R-Idaho),  a  co-sponsor  of  the 
law,  says  restrictions  on  collections  cost 
creditors  $500  million  a  year. 
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CANADA I 


THE  NEW  CANADA: 
DAZED  AND  CONFUSED 


On  election  eve,  it  grapples  with  its  economy — and  its  identity 


■  t's  just  five  years  old,  but  C-Mac  In- 
I  dustries  Inc.  is  one  of  those  high-tech 

■  successes  that  entrepreneurs  dream 
about.  The  producer  of  integrated  micro- 
circuits  expects  sales  to  almost  double — 
to  some  $150  million  this  year.  C-Mac 
President  Dennis  Wood  says  he's  selling 
to  "300  of  the  world's  top  500  producers 
if  electronics,"  who  use  his  products  for 

ications  in  the  automotive  and  medi- 
lustries,  among  others.  So  C-Mac 
.  ing  all  right,  but  not  in  Silicon 
Instead,  it  is  doing  just  fine 


in,  of  all  places,  Sherbrooke,  Quebec. 

Canada,  long  known  for  its  depen- 
dence on  timber  and  grain,  is  developing 
a  new  entrepreneurial  class  that's  dot- 
ting the  landscape  with  startup  compa- 
nies and  reviving  old  ones.  This  transfor- 
mation of  the  economy  stems  directly 
from  the  1989  Free-Trade  Agreement 
penned  by  former  Prime  Minister  Brian 
Mulroney,  which  wiped  away  most  of 
the  restrictive  tariffs  between  the  U.  S. 
and  Canada.  Dropping  these  barriers 
goaded  Canadian  industry  into  its  most 


dramatic  restructuring  since  World  Vi 
II.  The  result:  a  new  Canada,  with 
nomic  growth  in  the  first  half  of  1993li 
3.4%,  more  than  twice  as  fast  as  in  f 
U.  S.  "Canada  has  the  potential  to  grjir 
faster  than  any  of  the  other  G-7  indusj 
al  powers  for  the  rest  of  the  decad 
says  Edward  Neufeld,  chief  econon | 
for  Royal  Bank  of  Canada. 
free-trade  PAIN.  Yet  Canada  has  VSP'i 
this  success  at  enormous  social  cc 
With  protection  from  foreign  rivp 
gone,   inefficient   Canadian  company 
have  shed  more  than  300,000  manuf 
turing  jobs  since  1988 — some  15%  of  I 
total.  The  resulting  jobless  rate  of  ll.p 
places  intense  pressure  on  Canada's  g- 
erous  welfare  programs.  To  preserve  1 1 
social  contract,  the  government  has  rf) 
up  a  net  debt  burden  that  now  tot?!" 
90%  of  gross  domestic  product.  Like  1p 
U.  S.,  Britain,  and  even  Sweden,  Canap 
is  encountering  firsthand  the  brutal 
alities  of  the  global  economy. 

Little  wonder,  then,  that  in  natioil 
elections  this  Oct.  25,  voters  seem  rea' 
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five  Mulroney's  Conservative  Party 
Kim  Campbell,  his  successor  as 
le  Minister,  a  thorough  thrashing 
all  the  free-trade  pain  they  inflicted, 
the  Tories  are  not  the  only  victims 
oters'  wrath.  The  Liberals,  their  tra- 
inal  archrivals,  lead  the  polls  but 
not  win  a  solid  majority.  Instead, 
est  votes  are  piling  up  rapidly  for 
splinter  groups:  The  separatist  Bloc 
becois  and  the  Reform  Party,  which 
ts  drastic  spending  cuts, 
ith  Canada's  electoral  politics  in  an 
>ar,  it  would  be  easy  to  conclude  that 
y  Canadians  are  a  step  away  from 
ring  Mulroney's  legacy  and  demand- 
a  recreation  of  their  country's  once 
I,  protected  economy.  The  sense  of 
ivation  is  certainly 
e.  "The  vast  major- 
'eel  they  are  worse 
than   five  years 
"  says  Bob  White, 
ident  of  the  Canadi- 
Labor  Congress, 
•ge  Karatsoreas,  a 
;k  immigrant  Who 
5  a  hair  salon  in  To- 
o,  says  he's  "very 
•ied  about  the  loss 
jobs,"  especially 
;  that  may  make  it 
er  for  his  two  teen- 
sons  to  get  work, 
it  like  other  Canadi- 
Karatsoreas  har- 
another,  opposite 
bug:  "Canada  has 
living  beyond  its 
;  is,"  he  says.  This 
ivalence  is  the  key 
nderstanding  Cana- 
mood  now:  a  sense 
nger  and  fear,  but 
a  reluctant  realiza- 
that  there's  no 
iing  back  the  new 
ida  of  free  trade 
business  and  great- 
iconomic  insecurity 
>rdinary  citizens. 
Electing  this  ambiv 


nomic  transformation  that  is  impossible 
to  reverse,  and  that  has  changed  the 
corporate  mind-set  in  Canada.  Only  a 
few  years  ago,  "globalization  and  com- 
petitiveness were  just  concepts  to  many 
executives,"  recalls  Paul  Tellier,  CEO  of 
Canadian  National  Railways.  Today, 
"most  recognize  we  have  to  take  radical 
measures  to  cope." 

There's  growing  evidence  the  mea- 
sures are  paying  off.  Canadian  manufac- 
turing productivity  jumped  4.2'a  last 
year — five  times  the  average  annual 
pace  of  the  previous  seven  years.  Mean- 
while, inflation  is  down  to  1.6%,  one  of 
the  lowest  rates  in  the  industrial  world. 

The  restructuring  goes  beyond  cost- 
cutting.  While  Canada  remains  a  power- 
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:e,  only  one  of  the  major  parties — 
;ocialist  New  Democrats — favors  ab- 
.ting  Mulroney's  free-trade  deals 
increasing  social  spending.  Yet  the 
Democrats  appear  destined  for  vir- 
annihilation  in  the  upcoming  elec- 
dismissed  by  most  voters  as  wildly 
alistic.  And  although  the  Liberals 
r  some  renegotiation  of  free  trade, 
have  softened  their  once  strident 
sition. 

»UT  BOOST.  Nor  are  the  Liberals 
ng  about  undoing  most  of  the  other 
planks  of  Mulroney's  revolution, 
h  also  loosened  Ottawa's  grip  over 
I  sectors  of  the  economy,  including 
ommunications,  energy,  and  trans- 
ition. The  result  has  been  an  eco- 


house  in  natural  resources,  it  now  boasts 
its  share  of  high-tech  manufacturers.  Al- 
ready, the  Canadian  computer  industry 
employs  62,000  people,  twice  as  many  as 
the  oil  and  gas  industry. 

Even  grungier  manufacturers  are  ex- 
celling at  exports.  Take  Magna  Interna- 
tional Inc.,  Canada's  largest  auto  parts 
producer.  Heavy  debt  and  the  auto 
downturn  had  Magna  on  the  ropes.  But 
after  drastic  restructuring,  earnings 
soared  43%,  to  $105  million,  on  record 
sales  of  $1.95  billion  in  the  fiscal  year 
ended  July  31.  About  15%  of  Magna's 
sales  go  to  the  U.  S. 

As  the  restructuring  continues,  Cana- 
da is  well  poised  for  a  pickup  in  the 
world  economy.  Ultimately,  predicts 


Lloyd  Atkinson,  chief  economist  at  Bank 
of  Montreal,  "this  could  lead  to  im- 
proved living  standards  the  likes  of 
which  we've  never  seen." 

Many  Canadians,  reluctantly  or  glad- 
ly, recognize  the  overall  benefits  of  free 
trade  to  business  and  the  economy.  But 
they  remain  bitterly  divided  about  the 
next,  necessary  stage  of  Canada's  trans- 
formation: taming  the  deficit  and  re- 
structuring social  programs,  including 
national  health  care.  Many  conservatives 
such  as  Calgary  businessman  Barry  Mc- 
Donald have  ditched  the  Conservative 
Party .  in  favor  of  the  Reform  Party, 
which  pledges  to  eliminate  the  $27  billion 
deficit  in  three  years.  McDonald  blames 
Canada's  welfare  state  for  that  number: 
"So  many  programs 
have  been  out  of  control 
and  mismanaged." 
fractured.  Yet  others 
want  to  preserve  the  so- 
cial programs  and  deep- 
ly regret  the  peril  they 
face  on  account  of  Can- 
ada's huge  debt.  "I 
think  the  direction 
we've  been  going  in  is 
very  destructive,"  says 
Brian  Gifford,  the  main- 
tenance supervisor  for 
St.  Joseph's  Children's 
Center  in  Halifax,  N.  S. 
"Free  trade  has  de- 
stroyed jobs  and  creat- 
ed downward  pressure 
on  social  programs." 

This  unresolved  de- 
bate on  the  deficit  is  not 
going  to  get  clearer 
anytime  soon.  The  surg- 
ing support  for  the  Bloc 
Quebecois  and  the  Re- 
form Party  may  pro- 
duce a  Parliament  so 
fractured  that  the  re- 
sulting minority  govern- 
ment won't  be  able  to 
tackle  the  deficit.  True, 
Liberal  front-runner 
Chretien  has  promised 


to  trim  the  deficit,  provided  he  cobbles 
together  a  willing  majority.  But  that 
pledge  is  vague  compared  with  his  popu- 
lar plan  to  create  jobs  with  a  $4.5  billion 
infrastructure  program. 

Yet  if  free  trade  has  taught  Canada 
anything,  it's  the  need  to  adjust  to  new 
realities,  however  unpleasant.  There's  no 
doubt  that  Canada  is  facing  a  day  of 
reckoning,  and  whatever  the  electoral 
outcome  on  Oct.  25,  the  next  govern- 
ment won't  be  able  to  duck  the  debt 
problem  forever.  The  only  question — and 
it's  a  big  one — is  how  messy  and  painful 
things  will  get  along  the  way.  The  new 
Canada  faces  plenty  more  turmoil  before 
that  question  is  answered. 

By  William  C.  Symonds  in  Toronto 
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Commentary/by  Neil  Gross 


CRACKING  JAPAN:  WITHOUT  TARGETS,  IT'S  JUST  TALK 


E: 


I  arlier  this  month,  a  band  of  prom- 
inent economists  sent  an  open  let- 
Iter  to  Bill  Clinton  and  Morihiro 
Hosokawa,  urging  the  President  to  for- 
get about  numerical  trade  targets  and 
advising  Japan's  Prime  Minister  to  re- 
sist them.  Let's  hope  they  don't  listen. 
Snaps  David  Hytha,  managing  director 
of  wireless  systems  at  AT&T  Japan 
Ltd.:  "Economists  have  yet  to  unveil  a 
model  that  makes  sense  of  Japan." 

Well  put.  For  two  decades,  Japan's 
incessant  trade  surpluses  have  defied 
every  macroeconomic  prediction  and 
prescription.  They  have 
damaged  key  areas  of  U.  S. 
manufacturing  and  soured 
American  goodwill  toward 
Japan.  Even  Japanese  now 
question  the  wisdom  of  past 
trade  policies.  "What  do  peo- 
ple mean  by  Japan's  success 
in  America?"  muses  Takashi 
Kiuehi,  chairman  of  Mitsubi- 
shi Electric  America  Inc. 
"We  have  very  little  support 
in  the  U.  S.  community." 

Despite  the  objections  of 
free-market  economists, 
trade  agreements  with  ex- 
plicit goals  stand  out  as  the 
only  bright  spots  in  this 
grim  record.  Take  the  U.  S.- 
Japan chip  accord  of  1986, 
which  combined  market- 
opening  steps  with  a  goal  of 
20'a  foreign  share  in  Japan. 
Before  the  pact,  recalls  Wil- 
liam 0.  Howe,  an  Intel  Corp. 
director  and  former  president  of  its 
Japanese  unit,  "there  was  a  lot  of  sen- 
timent that  Intel  would  never  make  a 
dime  in  Japan,  so  why  bother?"  In  the 
accord's  wake,  combined  U.  S.  chip 
sales  in  Japan  have  tripled,  to  more 
than  $3  billion. 

much  to  do.  No  wonder  American 
managers  in  other  high-tech  sectors 
are  intent  on  duplicating  that  success. 
"Measurable  results"  has  become  a  ral- 
lying cry  for  U.  S.  negotiators  in  the 
so-called  Framework  talks  in  Tokyo  in 
mid-October.  As  the  discussions  ad- 
vance toward  a  January  deadline,  the 
U.  S.  will  experiment  with  various  ap- 
proaches for  measuring  success  in  ar- 
eas such  as  computers,  telecommunica- 
tions, and  medical  equipment. 

In  some  sectors,  nothing  more  is 
needed  than  strengthening  an  existing 


agreement.  In  1992,  for  example,  Japan 
pledged  to  give  American  computer 
companies  a  fairer  crack  at  Japanese 
government  contracts — a  market 
worth  as  much  as  $10  billion  a  year. 
The  figure  includes  billions  of  dollars 
worth  of  high-end  gear  for  government 
offices.  But  the  accord  should  be  ex- 
panded to  include  thousands  of  person- 
al computers  Japan  intends  to  install  in 
public  schools  throughout  the  country. 
Some  of  those  will  be  paid  for  by  a 
slice  of  Japan's  new,  $120  billion  pump- 
priming  package.  Companies  such  as 


Apple  Computer  Inc.  and  IBM  argue 
that  407'  of  those  outlays  could  be  de- 
voted to  buying  American  PCs,  which 
are  competitive  by  any  measure  of 
price  and  performance. 

Market-share  goals  may  be  the  only 
way  to  tackle  emerging-technology  ar- 
eas that  will  soon  account  for  billions 
in  sales.  Take  the  fast-moving  field  of 
digital  telecommunications.  Over  the 
next  two  years,  Japan's  postal  authori- 
ties will  start  parceling  out  radio  fre- 
quencies for  the  next  generation  of 
digital  cordless  telephones,  known  as 
handyphones.  Soon  after  that,  quasi- 
governmental  Nippon  Telegraph  & 
Telephone  Corp.  could  begin  massive 
investments  in  fiber-optic  phone  and 
data  highways.  While  U.  S.  companies 
such  as  American  Telephone  &  Tele- 
graph Co.  and  Motorola  Inc.  are  lead- 


ers in  both  areas,  neither  superior  tec! 
nology  nor  marketing  brillianc 
guarantees  results.  Only  a  bilaten 
deal  is  likely  to  do  so.  "You  obviousl 
can't  set  sales  goals  for  products  ths 
don't  exist,"  says  a  source  close  to  th 
Framework  talks.  "Market-share  tai 
gets  may  be  the  only  solution." 

Setting  such  targets  is  less  of 
problem  than  economists  may  thinl 
Typically,  negotiators  study  U.  S.  ir 
dustry  performance  in  a  "neutral 
market,  where  American  and  Japanes 
companies  are  evenly  matched,  an 
then  contrast  it  with  ho\ 
U.  S.  companies  fare  in  h 
pan.  The  results  are  rarel; 
satisfactory  to  the  U.  S.  Tc 
day,  American  suppliers  o 
ultrasound,  computer  to 
mography,  magnetic-resc 
nance  imaging,  and  othe 
medical  gear  have  a  21/ 
stake  of  the  $10  billion  Japa 
nese  market.  Sounds  prett; 
good — until  you  conside 
that  America's  worldwid 
share,  not  including  th| 
U.  S.,  is  49%. 

Of  course,  market-shar| 
goals  shouldn't  overwheln 
other  tactics.  In  some  cases 
counting  share  points  couli 
prevent  U.  S.  companie: 
from  exploiting  fields  when| 
they  have  an  edge.  Take  ca 
ble  TV  and  all  the  digital  ser 
vices  it  promises.  In  Japan 
regulatory  excesses  hav< 
created  a  landscape  of  struggling  cabl< 
companies  as  stunted  as  a  bonsai  gar 
den.  That  has  opened  a  window  foi 
giants  such  as  Time  Warner,  Nynex 
and  Britain's  Cable  &  Wireless,  whicl 
are  coaching  Japan  on  how  to  diversify 
cable  programming.  Now  that  they'rt 
in  on  the  ground  floor,  U.  S.  business 
could  take  off  as  long  as  there  is  { 
level  playing  field.  "Our  primary  inter 
est  is  deregulation,"  says  William  H 
Crawley,  managing  director  of  Nyne) 
Corp.'s  Japan  unit. 

But  U.  S.  products  that  thrive  with; 
out  Washington  pushing  for  specifuf 
results  in  Japan  are  the  exception.  Ir] 
most  cases,  numerical  targets  are  th(; 
best — indeed  the  only — way  to  go. 

Correspondent  Gross  has  covered  tech 
nology  from  Tokyo  since  1983. 
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Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud  y 


Most  Companies  Try  To  Avoid  Fraud 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It.  industries.  Inclu 


ding  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL 


Sir-  •■ 

X  I 

c 


&  1993  Liberty  Muiujl  Insurjnce  Group/B. 


national  Business 


EUROPE  I 


WHO'S  BEATING 
THE  DOWNTURN 


Amid  widespread  Euromalaise,  some  manufacturers  are  thriving 


R 


iCtberto  Schisano  is  on  the  road,  as 
usual,  flitting  between  his  home 
kin  Rome,  his  headquarters  in 
Nice,  and  a  personal  office  in  Brussels. 
But  these  days,  the  president  of  Texas 
Instruments  Europe  is  running  faster 
than  ever  to  keep  up  with  what  has  be- 
come an  anomaly  in  European  business: 
growth.  Computer  makers  and  others 
are  devouring  Tl's  microchips,  boosting 
sales  25'/  this  year,  to  about  $875  mil- 
lion. That  has  Schisano  scrambling  to 
complete  by  next  year  a  $500  million 
expansion  of  his  plant  in  Avezzano,  Ita- 
ly— opened  just  18  months  ago — while 
scouring  Europe  for  a  new  site  to  open 
by  19%.  "The  market  is  very,  very 
hungry,"  he  says. 

How's  that  again?  Is  this  the  Europe 
mired  in  127'  unemployment,  with  bleed- 
ing industries  and  rock-bottom  consumer 
and  investor  confidence'.'  Indeed,  for  Eu- 


rope's worst  recession  in 
the  end  is  still  not  in 
sight.  Yet  TI  is  not  a  lone 
beacon  on  the  dismal  eco- 
nomic landscape. 

From  mobile  phones  to 
pharmaceuticals  and  pay- 
TV,  some  companies  are 
posting  surprising  sales 
and  profits  (table).  These 
winners  have  spent  years 
restructuring,  refocusing 
their  strategies,  or 
spending  heavily  on  inno- 
vative  products — or  a 


two  decades, 


combination  of  all  three.  Their  success 
offers  hope  to  others  still  waiting  to  ben- 
efit from  Europe's  single  market. 

Take  Stockholm's  L.  M.  Ericsson.  Af- 
ter slashing  worldwide  payroll  by  11% 
over  three  years,  to  64,000,  the  leader  in 
mobile-phone  network  equipment  is  add- 
ing 2,000  engineers  and  other  profession- 
als in  Sweden  this  year  and  investing 
$220  million  in  new  facilities.  Likewise, 
Franco-Italian  chipmaker  SGS-Thomson 
Microelectronics  is  hiring  2,000  workers 
worldwide,  including  180  researchers  at 
a  new  chip-design  center  in  France. 
"We're  one  of  the  rare  industrial  firms 
creating  new  [skilled]  jobs  in  Europe," 
says  SGS  President  Pasquale  Pistorio. 
Like  TI,  Intel  Corp.,  and  others,  SGS  is 
riding  a  boom  in  chip  demand  from  mak- 
ers of  cheap  personal  computers  and 
telecommunications  gear. 

Another  surprise  is  this  year's  35% 
surge  in  mobile-phone  sales,  expected  to 


NO  RECESSION  AT  THESE  OUTFITS 


SWEDEN 


ERICSSON  Cost  -cutting  and  new  digital 
technology  are  expected  to  more  than 
double  the  mobile-phone  maker's  1993 
profit',  'o  $228  million,  on  a  28%  sales 
jump,  to  S7.5  billion 

SVENSK   CELLULOSA  Lowe  r  costs  and 
new  diaper  products  are  likely  to  triple 
paper  producer's  1993  profits,  to  $163 
million,  on  a  6%  sales  increase 


SWITZERLAND 


ROCHE  HOLDING  Payoff  from  heavy 
drug  R&D  spending,  plus  financial  gains 
on  cash  hoard,  push  1993  profits  up 
about  26%,  to  $1.7  billion 


FRANCE/ITALY 


SGS-THOMSON  MICROELECTRONICS 

Booming  demand  for  chips  is  sparking 
an  estimated  25%  sales  rise  this  year, 
to  $2  billion 


DATA  COMPANY  f  PORTS,  MERRILL  LYNCH  &  CO  ,  BNP  SECURITIES,  MORGAN  STANLEY  &  CO  ,  NATWFST  SECURITIES  CORP 


hit  nearly  2.5  million  units.  A  new  Et 
pean  digital  standard  has  ignited  fie 
price  rivalry  that,  in  turn,  is  unleash 
huge  pent-up  demand.  So  despite  fall 
phone  prices,  producers  such  as  Er 
son,  Motorola,  and  Finland's  Nokia 
cleaning  up  on  volume  contracts. 

Innovation  is  also  the  key  to  beatl 
the  malaise  in  Europe's  $65  billion  di 
industry,  battered  by  government  mo 
to  cut  health-care  costs.  Profits  of  S\ 
zerland's  Roche  Holding  Ltd.  are  exp< 
ed  to  soar  about  267  ,  to  $1.7  billion  t 
year,  thanks  largely  to  new  dm 
emerging  from  stepped-up  research 
development  in  the  mid-1980s.  "We 
harvesting  our  investments  of  the  pa; 
says  Chief  Financial  Officer  Henri 
Meier.  And  Sweden's  Astra  is  set  to 
port  an  even  steeper  rise,  led  by  sales 
anti-ulcer  drug  Losec.  BNP  Securities 
alyst  Ian  Broadhurst  expects  Astr 
pretax  profits  to  jump  35%,  to  $860  r 
lion,  on  a  407  sales  spurt,  to  $2.7  bill! 
hot  tubs.  Recession  clearly  plays  to  1 
strengths  of  industries  such  as  pay- 
channels,  which  offer  a  cheap  treat 
recession-stricken  consumers.  Afi 
merging  two  rival  networks  in  1990  a| 
cutting  staff  by  nearly  807',  Rupert  M 
doch's  British  Sky  Broadcasting  turr 
its  first  operating  profit — $93  million 
the  year  ending  June  30,  on  a  637  saB 
jump,  to  $574  million.  Subscriber  grow 
at  channels  in  Belgium  and  Spain  \* 
also  kick  in  profits  for  the  first  time  tB 
year  at  Canal  Plus  in  Paris,  "proviE 
that  pay  TV  is  a  good  business  even  inH 
depressed  market,"  says  Bruno  De» 
cour,  vice-president  for  marketing. 

The  best  managers  are  plowing  bafl 
profits  to  reap  even  bigger  gains  wh 
Europe  revives.  Sweden's  Svenska  Cel 
losa,  with  pretax  profits  nearly  triplit 
to  around  $163  million,  is  investing 
the  first  time  in  years.  Much  of  a  i 
million  capital  budget  will  go  into  a  lo 
cost  British  newsprint  mill  to  comp< 
against  imports  from  North  America 
Still,  such  positive  signs  don't  spell 
end  to  Europe's  frantic  restructurin 
Even  Texas  Instruments'  Schisano  pla 
to  cut  10%  of  Tl's  European  payroll 
6,000  next  year  as  a  cushion  against  t 
next  cyclical  downturn 
chips.   "Even  in  go 
times,  we  have  to  cc 
stantly    rethink  he 
we're  deployed,"  he  saj 
That  should  keep  t 
tireless  Italian  on  tl| 
road  for  some  time 
come. 

By  Jonathan  B.  Levi 
in  Paris,  with  Julia  Flyi 
in  London,  Karen  Low 
Miller  in  Bonn,  a? 
bureau  re/imis 
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^NY  EXPRESS  COMPANY 
CAN  FIND  TOPEKA. 
"Jry  THE  SUBURBS  OF 

Abu  Hadriyah. 


international  Outloo 


EDITED  BY  STANLEY  ! 


IN  MOSCOW,  IT'S 

THE  DAY  OF  THE  GENERALS 


As  a  fierce  gun  battle  raged  at  Moscow's  central  televi- 
sion center  during  the  attempted  hard-line  coup  early 
on  Oct.  4,  Boris  Yeltsin  was  at  Russian  military  head- 
quarters, pleading  for  the  generals  to  save  his  presidency. 
Yeltsin's  government  teetered  on  the  brink  for  several  hours 
while  the  army  brass  debated  whether  they  had  the  legal 
right  to  fire  on  Russian  citizens  and  whether  they  should 
even  take  sides  in  the  political  crisis.  Finally,  the  military  de- 
cided to  send  in  elite  units  on  certain  conditions:  They  would 
attack  only  the  Russian  White  House,  the  well-armed  seat  of 
the  insurgent  Parliament.  They  would  not  fire  upon  unarmed 
protesters. 

Some  Yeltsin  aides,  including  his 
economic  reform  architect  Yegor  T. 
Gaidar,  were  miffed  at  the  military's 
wavering.  But  most  analysts  say  the 
White  House  operation  has  given 
the  security  establishment  a  huge 
bargaining  chip  in  its  future  dealings 
with  Yeltsin.  Even  before  the  coup, 
he  seemed  to  be  paying  much  closer 
attention  to  military  wishes.  Yelt- 
sin, for  example,  backpedaled  on  a 
comment  that  he  would  not  mind  if 
Poland  joined  NATO,  a  heretical 
thought  just  a  few  years  ago.  He 
also  ruffled  Western  feathers  by 
saying  that  Russia  needs  a  larger 
previously  to  protect  its  strife-torn 
Meanwhile,  observers  report  that  Russian  military  command- 
ers there  and  in  embattled  Tajikistan  and  Azerbaijan  are 
acting  with  unexpected  boldness  and  autonomy. 
WILD  CARD.  The  military's  new  clout  comes  as  the  armed 
forces  are  in  the  midst  of  a  long-delayed  post-cold  war  re- 
building. Envisioned  is  a  leaner,  more  professional,  and  tech- 
nically capable  force  of  about  1.5  million  troops,  down  from  2.5 
million  today.  And  it  is  unlikely  that  the  huge  Soviet  military- 
industrial  complex  will  be  revived.  But  to  keep  them  on  his 


force  than  agreed  upon 
borders  in  the  Caucasus. 


team,  Yeltsin  likely  will  have  to  sign  off  on  some  of  the 
erals'  pet  projects,  such  as  producing  the  kinds  of  high- 
weaponry  that  helped  the  U.  S.  in  the  gulf  war. 

Yeltsin  also  will  feel  heat  from  the  top  brass  to  improve 
miserable  conditions  that  conscripts  have  endured  in  the 
couple  of  years.  Bad  food,  pay,  and  lodging  have  sent 
evasion  soaring  to  as  high  as  75%  of  those  eligible.  In 
some  analysts  say  that  Defense  Minister  Pavel  Grachev  hj 
hard  time  mustering  an  adequate  force  to  storm  the 
House.  Just  three  days  after  that  mission  succeeded,  Ye| 
ended  student  draft  deferments,  and  more  goodies  appea 
be  on  the  way.  "The  army  is  now  expecting  better  salaries  I 
better  accommodations,"  says  Jw 
Fistein,  deputy  Russian  directopj 
Radio  Free  Europe/Radio  LibH 
Inc.  in  Munich. 

A  more  assertive  military  se| 
likely  to  concentrate  on  beefing 
Russia's  regional  role  rather  tl 
indulging  in  the  far-flung  ad\ 
tures  of  the  cold  war  era.  The  I 
ly  vehicle  will  be  the  ComnJ 
wealth  of  Independent  States,  wl 
suddenly  is  looking  a  lot  morejej 
able  than  a  few  months  ago.  fl 
nomic  problems  and  civil  war  hE 
brought  recalcitrant  Ukraine  H 
Georgia  to  heel.  In  coming  months,  a  spiffed-up  Russian  aw 
could  be  settling  the  many  bloody  conflicts  in  the  former B| 
viet  1  'nion— on  Moscow's  terms. 

For  the  U.  S.  and  other  Western  countries,  the  trutJa 
that  a  stronger  Russian  military  is  better  than  a  demoraliMl 
disorganized  force,  especially  when  control  of  Russia's  still-™ 
nuclear  arsenal  could  be  at  stake.  Analysts  don't  expect  a  nH 
ly  energized  military  to  start  reneging  on  arms-control  treaBj 
or  threatening  Europe.  But  Washington  may  have  to  brac« 
self  for  tougher  moves  on  Russia's  southern  periphery. 

By  Peter  Galuszka  in  Mosm 


GLOBAL  WRAPUP I 


FRANCE'S  BIG  SALE 


Europe's  biggest-ever  privatization 
bodes  well  for  the  dozens  more  to 
come  as  governments  across  the  Con- 
tinent slim  down.  France's  $5  billion 
sale  of  Banque  Nationale  de  Paris, 
which  closed  on  Oct.  12,  was  gobbled 
up  by  institutions  that  signed  up  lor  12 
times  their  allotted  shares.  The  goal  of 
finding  1  million  individual  buyers  was 
topped  by  50%.  Small  wonder:  Shares 
went  for  14%  below  market.  Next  on 
the  21-company  list  are  Rhone-Poulenc, 
Elf  Aquitaine,  and  Union  des  Assur- 
ances de  Paris,  which  just  wrapped  up 
a  $4.3  billion  deal  to  acquire  Germany's 
third-largest  insurer,  Colonia,  ending 


a  four-year-long  battle  with  Groupe 
Suez  for  control  of  the  company. 

PYRRHIC  WIN  IN  GREECE  

The  victory  of  Andreas  Papandreou's 
left-wing  PASOK  party  in  Greece's 
general  elections  on  Oct.  10  could  spell 
more  trouble  for  Europe's  weakest 
economy.  Papandreou  intends  to  put 
on  ice  such  ambitious  privatization  pro- 
grams as  ti  e  sell-off  of  state  telecom 
munications  company  OCE  and  oil-re- 
fining interesi  Such  sales  would  have 
raised  over  8  1  billion  this  year  and 
more  next  year,  allowing  Greece  to 
cut  the  EC's  worst  budget  deficit.  The 
pasok  victory  al. 1  >  could  put  the  brakes 
on  foreign  invest  'lent. 


GERMAN  COURT 


Germany's  Constitutional  Coi 
ruled  on  Oct.  12  that  Bonn  c 
sign  the  Maastricht  Treaty  for  clos 
European  political  and  monetary  i 
ion.  But  the  decision  was  far  from 
big  victory  for  backers  of  Europe 
unity.  True,  the  last  holdout  amo; 
the  European  Community's  12  mei 
bers  is  now  in  the  Maastricht  fold.  B 
the  court  in  effect  said  that  such  co 
troversial  issues  as  giving  up  the  G( 
man  mark  for  a  Eurocurrency  wou 
have  to  be  put  before  Parliament 
which  might  well  reject  them.  It  al 
reserved  the  right  to  intervene  if  Bn 
sels  bureaucrats  overstep  their  bounc 
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Accounting  and  sales 


can  t  seem 


to  get  in  tune. 


Marketing 
is  fiddling  around 


on 


their 


"  own. 


□  □PERATIDN 
DMR  GROUP,  INC. 


And  basically, 
s  to  be  marching  to  their  own  drummer. 


Sound  familiar? 


liter  systems  to  work  for  yoii.  We  have  thousands  ol  specialists  worldwid 


>rk  with  you  to  custom -tailor  a  solution  that's  right  for  your  particular 


rid  we  II  work  with  you  at  an\  stage  ol  the  process,  from  initial  consult] 


tie  even  thing  together — we  II  even  manage  your  systems  lor  you. 


r  sou  re  upsizing  or  dow  nsizing,  nobod)  knows  how  to  ensure  systems 
md  security  for  your  "mission  critical   applications  better  than  IBM. 
also  help  you  integrate  different  types  of  hardware,  software  and  netwclj 
e  industr)  s  widest  arra\  ol  software  and  network  products,  and  we 
strihuted  ( iomputing  I  ,n\  ironment  ( I M \\\).  enabling  different  compute 
~^d  platforms  to  work  together  in  harmony, 
lb  sta\  competiro  i,n<'  more  companies,  I  BM  ( ilient/Server  is  the  ke\  to  getting  everyoi 


lOW 


of  informal1  con('ort-  We've  done  it  for  hundreds  of  companies.  We  can  do  it  for  vodl 


mo 


st  of  vourcxinformation'  cal]  1  800  IBM-0045,  ext. 


More  often  thai 

IBM  can  devnever  been  a  better  time  to  do  business  with 


INFORMATION  TECHNDLDGY  ENTERS  A  SECOND  ERA 


any  business  leaders  are  working  hard  to  reinvent  their  enterprises.  The  organization  of  old  is 
deep  trouble.  The  command  and  control  hierarchy  that  came  out  of  the  church  and  military 
nturies  ago  is  often  bureaucratic,  inwardly  focused,  unresponsive,  unproductive,  and  stifling. 


It  simply  doesn't  work  in  the  newly  competi- 
tive global  business  environment.  But 
through  what  technology  and  by  what  means 
will  this  shift  to  a  new  enterprise  occur? 

Fifty  books  at  your  local  bookstore 
explain  how  business  transformation  is 
required  to  succeed  in  the  new  environment. 
The  new  enterprise  is  dynamic  and  can 
respond  quickly  to  changing  market  condi- 
tions. It  has  a  different  structure  that  is  flat- 
ter and  team  oriented,  one  that  eliminates 
bureaucratic  hierarchy.  It  is  based  on  com- 
mitment rather  than  control.  Business 
processes  are  reengineered  for  productivity 
and  quality.  It  is  open — focused  outward — 
and  networked  redefining  the  traditional 
boundaries  of  the  company.  Even  the  De- 
partment of  Defense  is  taking  bold  steps  to 
shift  toward  empowered,  networked,  team- 
based  structures. 

Conventional  wisdom  holds  that  infor- 
mation and  information  technology  (IT)  are 
at  the  heart  of  corporate  reinvention  and 
rebirth,  but  a  multimillion  dol- 
lar investigation  conducted  by 
the  international  IT  services 
company  DMR  uncovered  a 
hole  in  conventional  thinking: 
Many   business  executives 
expressed  the  view  that  IT, 
rather  than  enabling  business 
transformation,  was  an  impor- 
tant obstacle. 

The  corporation  of  tomor- 
row seems  to  be  locked  into  the 
technology  of  the  past. 

Like  the  old  organization, 
host-based  islands  of  com- 
puting are  also  hierarchical, 
multilevel,  inwardly  focused, 
bureaucratic,  limited  in  function, 
unresponsive,  expensive,  and 
hard  to  change.  Furthermore, 
they  correspond  to  the  old  orga- 


nizational chart.  Rather  than  enabling  com- 
panies to  break  free  and  create  the  new 
enterprise,  these  systems  are  locking  many 
enterprises  into  old  models  which  are  ill 
equipped  for  today's  world  of  fast  moving 
global  markets.  This  problem  is  causing 
many  companies  to  seek  a  new  view,  model 
or  paradigm  in  IT. 

Simultaneously,  a  fundamental  change  is 
taking  place  in  the  nature  and  application 
of  technology  in  business.  To  date,  no  one 
has  fully  articulated  this  change.  As  a  result, 
developments  in  technology  often  appear 
as  a  barrage  of  random,  unrelated  events. 
Most  enterprises  are  having  severe  difficul- 
ty embracing  the  new  and  remain  con- 
strained by  traditional  approaches  to 
exploiting  technology  and  by  legacy  tech- 
nology investments  and  cultures. 

The  research  came  to  a  number  of  strik- 
ing conclusions  that  center  around  one 
theme.  Information  technology  is  going 
through  its  first  paradigm  shift,  driven  by  the 


HISTORIC  SHIFTS 


The  new  global  situation  and  business  environment  are  creating  a 
"demand  pull"  for  a  new  kind  of  enterprise.  Combined  with  the 
"technology  push"  of  the  new  paradigm  in  information  technology, 
organizations  are  being  propelled  into  a  period  of  transformation. 
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PARADIGM  SHIFT 


demands  ol  the  new,  competitive  business 
environment  on  the  one  hand  and  by  pro- 
found changes  in  the  nature  of  computers 
on  the  other.  The  information  age  is  evolv- 
ing into  a  second  era. 

The  paradigm  shift  is  bringing  about 
fundamental  change  in  just  about  every- 
thing regarding  the  technology  itself  and  its 
application  to  business.  The  old  paradigm 
began  in  the  1950s.  The  late  1980s  and  the 
1990s  are  a  period  of  transition  to  the  new 
paradigm.  Organizations  that  do  not  make 
this  transition  will  tail.  They  will  become 
irrelevant  or  cease  to  exist. 


The  new  technology  paradigm  parallels 
the  new  enterprise.  Like  the  new  enter- 
prise, it  is  open  and  networked.  It  is 
modular  and  dynamic  and  based  on  inter- 
changeable parts.  It  technologically  em- 
powers, distributing  intelligence  and 
decision-making  to  users.  Yet,  through  stan- 
dards, it  is  integrated,  moving  enterprises 
beyond  the  system  islands  (and  their  orga- 
nizational equivalents)  of  the  first  era.  It 
works  the  way  people  do,  ignoring  bound- 
aries among  data,  text,  voice  and  image, 
and  provides  a  backbone  for  team-oriented 
business  structures.  It  blurs  walls  between 


enterprises,  enabling  the  recasting  of  e 
nal  relationships.  Most  important,  it 
matured  to  the  point  where  it  is  achie 
and  affordable.  In  fact,  the  longer 
organization  waits  to  begin  a  transition 
more  you  will  have  to  spend,  even  in 
short  term. 

The  research  concluded  that  it  is  thr 
open,  networked,  integrated,  client/se 
computing  that  the  open,  networked,  intq 
ed,  client/service  enterprise  can  be  achie 

Understanding  the  technology  parac 
shift  is  becoming  a  precondition  for  b 
ness  success  in  the  information  age. 


THE  NEW  PROMISE  DE  INFORMATION  TECHNOLOGY 


The  old  promise  of  information  technology 
was  limited. 

For  its  first  few  decades  (1950s,  1960s, 
and  1970s)  data  processing  was  pursued 
primarily  to  reduce  clerical  costs.  As  one 
insurance  company  executive  told  us,  "We 
were  after  clerical  heads." 

Technology  was  used  to  automate  exist- 
ing ways  of  working  and  existing  business 
processes — to  pave  the  cowpath,  as  it  were. 
Companies  were  constrained  by  limited 
technological  capabilities  to  limited  techno- 
logical goals. 

While  the  clerical  payroll  went  down, 
data  processing  costs  seemed  to  rise  in  par- 
allel. Productivity  increased  measurably  in 
the  plant,  but  similar  increases  in  the  office 
seemed  elusive.  Technology  was  used  by 
specialized  personnel,  such  as  key  punch 
operators.  Information  systems  managers 
often  appeared  enamored  with  the  technol- 
ogy, speaking  an  arcane  language  and 
oblivious  to  business  issues.  And  systems 
implementations  were  notoriously  over 
budget,  underwhelming,  and  late. 

This  led  many  business  people  to  think 
the  unthinkable — that  investments  in  infor- 
mation technology  have  been  a  bust. 

But  in  the  1990s,  many  companies  have 
understood  the  shift  in  technology  and 
have  identified  a  new  promise.  While  the 


difficulties  and  challenges  are  enormous, 
those  who  have  successfully  implemented 
strategies  to  manage  the  transition  have 
achieved  spectacular  gains  that  were  un- 
imaginable just  a  few  years  ago. 

The  new  technology  paradigm  is  still 
immature  and  full  of  difficult  challenges  to 
implement.  But  it  is  so  powerful,  rich  in 
function,  easy  to  use,  and  cost  effective 
that  for  many  companies,  it  is  enabling  the 
transformation  of  organizational  structure, 
the  interactions  between  businesses,  and 
the  nature  of  work  itself. 

THREE  CRITICAL  SHIFTS 
IN  THE  APPLICATION 
OF  INFORMATION 
TECHNOLOGY  (IT) 

The  new  IT  enables  enterprises  to  have  a 
high-performance  team  structure,  to  function  as 
integrated  businesses  despite  high  business- 
unit  autonomy,  and  to  reach  out  and  develop 
new  relationships  with  external  organizations 
— to  become  an  "extended  enterprise." 

High  Performance  Teams 

Kmart  recently  adopted  a  SWAT-team 
approach  to  work  on  very  difficult  prob- 
lems within  its  store  systems.  The  company 
uses  a  Hill  Street  Blues  model. 

Each  morning  a  dispatcher  conducts  a 


briefing  with  staff.  Problems  are  assig 
to  two-person  "squad  car"  teams,  con 
ing  of  a  figurative  driver  and  a  rider.  E 
accept  responsibility  for  the  problem, 
the  driver  must  take  some  action  o: 
within  four  hours.  For  example,  the  dr 
may  have  a  hunch  about  the  source  of 
problem  and  then  "ping  it"  to  someone 
who  may  have  the  answer.  This  ping 
occurs  over  the  network,  through  electi 
ic  mail.  Appropriate  players  function 
team  until  the  problem  is  resolved. 

According  to  Dave  Carlson,  CI 
Information  Officer  at  Kmart,  this  nc 
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team  approach  has  been  extremely  ef| 
tive.  But  says  Carlson,  "The  availabiJitl 
the  network  is  the  crucial  enabler.  Peel 
from  different  locations — including  til 
homes — and  different  groupings  can  fi|| 
tion  together  as  a  team." 

Kmart's  Hill  Street  Blues  teams  illustn 
a  shift  from  personal  computing  to  it 
worked  workgroup  computing,  whicj 
enabling  far-reaching  changes  in  the  ex 
tion  of  business  functions. 

Personal  computers  (PCs)  have  peil 
lated  throughout  organizations  to  torn 
every  job,  but  their  impact  can  rarehjf 
described  as  "strategic."  The  main  liming 
factor  is  that  the  standalone  PC  does  f 
work  the  way  that  people  do — in  comi-' 
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T'S  AMAZING  WHAT  PEOPLE  CAN  ACCOMPLISH 
WHEN  THEY  WORK  TOGETHER. 


Competing  in  today's  marketplace 
requires  a  tremendous  investment 
in  information  and  technology.  Unfor- 
tunately, for  many  organizations,  this 
investment  has  yet  to  pay  off  in  a  way 
that  significantly  benefits  their  people 
and  organization.  The  reason?  Frag- 
mented, inefficient  systems.  ■  We 
understand  the  complexities  of  this 
situation,  including  the  importance 
of  bringing  people  and  information 
systems  together  and  doing  it  eco- 
nomically. Because  we're  an  open 
systems  integrator,  we  can  evaluate 
your  situation  objectively  and  provide 
you  with  powerful,  tailored  solu- 
tions— w  Idle  helping  you  retain  as 
much  of  your  original  information 
technology  investment  as  possible. 

■  Like  you.  we  measure  success  on 
return  on  investment  and  wo  believe 
accountability  is  crucial.  We  also 
believe  in  Brainware:' that  is.  our 
experience  and  expertise  in  integrat- 
ing the  most  intelligent,  cost  effective 
solutions  into  an  organization. 

■  Solutions  that  can  help  streamline 
a  company.  Solutions  that  often 
result  in  extraordinary  breakthroughs 
in  productivity.  ■  Interested?  Call 
1-800-257-1  iIT:\.  Together,  who  knows 
what  amazing  things  we'll  accomplish. 
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nication  with  others,  especially  within 
workgroups.  The  new  thrust  appreciates 
the  importance  of  the  business  team  as  the 
cornerstone  organizational  unit  and  the 
many  opportunities  to  support  teams  within 
the  execution  or  business  functions. 

Workgroup  computing  provides  personal 
and  workgroup  tools,  information,  and 
capabilities  to  directly  support  all  categories 
ot  people  in  the  information  sector  of  the 
economy.  If  well  conceived  and  implement- 
ed, workgroup  systems  can  be  a  focal  point 
tor  the  redesign  ot  business  processes  and 
jobs.  This  can  result  in  spectacular  improve- 
ments in  productivity  and  responsiveness. 
Rather  than  improving  the  efficiency  of  a 
task  such  as  writing  a  report  or  preparing  a 
budget,  the  goal  is  to  improve  the  effective- 
ness and  performance  of  the  group. 

Workgroup  systems  can  enable  the 
streamlining  ot  a  work  process  and  changes 
to  the  nature  of  jobs  in  a  business  unit.  The 
results  are  typically  a  reduction  in  the  turn- 
around time  tor  creating  work  products. 
Stall  members  are  also  able  to  save  time, 
which  can  be  reinvested  in  more  important 
activities.  lor  example  an  electric  utilit-  s 
process  to  complete  a  customer  order  had  a 
seven-week  cycle  time.  An  investigation 
revealed  this  was  completely  unrelated  to 
the  actual  work  time  required  to  execute  the 
process.  An  IT-enabled  re-engineering  pro- 
gram reduced  the  cycle  time  to  two  hours. 

Marketing  personnel  in  one  Citibank 
division  were  able  to  save  hours  a  day,  tree- 
ing them  to  spend  more  time  in  direct  cus- 
tomer contact.  This  was  achieved  through 
redesign  ot  work  processes,  the  implemen- 
tation of  workgroup  computing,  and  the 
building  ot  high-performance  work  teams. 
The  result  was  a  dramatic  increase  in  rev- 
enue and  profit,  and.  interestingly,  improved 
quality  of  work  life  lor  employees. 

Such  technology-enabled  teams  are 
springing  up  in  some  unlikely  places, 
including  factories,  where  hierarchies, 
labor-management  differentiation,  and 
piecework  are  the  norm. 

At  Shell's  Brockville,  Ontario,  lubricants 


plant,  the  organizational  chart  consists  of 
three  overlapping  circles,  corresponding  to 
three  self-managed  teams  in  the  plant.  The 
plant's  general  manager  is  at  the  bottom  of 
the  chart  and  has  the  role  of  supporting  the 
teams.  Networked  systems  throughout  the 
plant  enable  this  new  structure,  which  has 
been  found  to  generate  very  high  perfor- 
mance, reduce  labor-management  conflicts, 
and  improve  employee  motivation  and 
quality  ot  life. 


TECHNOLOGY-ENABLED 


TEAMS  ARE  SPRINGING 


UP  IN  SOME  UNLIKELY 


PLACES,  INCLUDING 
FACTORIES,  WHERE 
HIERARCHIES,  LABOR- 


MANAGEMENT 


DIFFERENTIATION,  AND 


PIECEWORK  ARE 


THE  NORM. 


Integrated  Organizations 

One  of  the  most  spectacular  rises  to  indus- 
try dominance  is  Federal  Express.  Through 
pursuing  and  measuring  quality,  and  a  strat- 
egy of  innovative  and  integrated  systems, 
the  company  has  become  the  dominant 
force  in  the  package  delivery  business  in 
North  America.  Some  400  airplanes,  30,000 
trucks,  and  over  90,000  people  work  in  syn- 
chronization to  deliver  over  1.5  million 
packages  a  day. 

In  this  business,  companies  must  strive 
to  deliver  packages  right  100%  of  the  time. 
If  they  fail  once,  they  may  never  recover 
that  customer.  In  1986  Fed  Ex  changed  its 
mission  statement  to  reflect  the  importance 
of  information  technology  in  achieving 
quality.  The  statement  includes  the  words 
"positive  control  of  each  package  will  be 
maintained  by  utilizing  real-time  electronic 


tracking  and  tracing  systems...." 

A  service  quality  index  was  developec 
define  quality,  and  an  integrated  compurj 
architecture  enabled  its  measureme 
These  integrated  systems  placed  Fed  Ex 
the  ground  floor  of  tracking  parcels  in  i 
time.  Detailed  information  regard: 
minute-by-minute  parcel  movements  a 
enable  the  proactive  improvement 
quality — the  service  to  the  customer. 

Fed  Ex  was  able  to  build  an  integra 
enterprise  where  people  work  togetl 
across  the  organization  with  the  tools 
deliver  customer  service  and  quality, 
most  companies  have  been  unable 
achieve  the  same  level  ot  technology  and 
corresponding  organizational  integration 
ne  government  agency  identified 

I  different  systems  where  the  sap 
U  information  is  entered  into  each  » 
tern.  Anyone  who  has  filled  out  yet  anotl 
form  at  the  bank  indicating  their  addni 
place  of  employment,  income,  and  Imam 
status  knows  the  problem.  The  bat 
doesn't  treat  you  as  a  customer,  but  a| 
collection  of  people  using  various  servi<ij 
Nor  can  it  market  to  you  as  a  customers 
selling  you  integrated  financial  services  til 
cut  across  the  old  functional  lines. 

The  basic  problem  is  that  enterprip 
today  are  not  integrated — in  part,  becaw 
of  their  computer  systems.  Companies  hi 
locked  into  the  technology  of  the  pal 
highly  fragmented,  isolated  systems  tl"; 
overlap  in  function  and  content,  and  | 
costly  to  maintain.  These  islands  develof  | 
over  the  years  as  new  opportunities  w  | 
identified  and  technologies  were  deerr] 
capable  of  exploiting  those  opportunities 

Today,  mature  technology  standa 
make  it  possible  to  plan  an  entire  enterp. 
architecture  rather  than  "add  rooms  to 
farmhouse"  one  at  a  time. 

Enterprise  architectures  provide 
backbone  for  the  new,  open,  network 
enterprise — in  fact,  they  are  a  key  prereq 
site.  They  enable  moving  beyond  the  hi 
archy,  since  layers  of  management  are  i 
required  when  information  is  instan 
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1  he  world's  bigge s| 
iterprise  networks  ro 


They  have  to  . 


K_  Many  of  today's  most  competitive  organizations  are  rightsizing  through  enterprise-wide  networks 
And  only  one  company  can  help  you  achieve  true  enterprise-wide  computer  networking. 
.  ,BanyanJDnly  Banyan  can  create  large,  unified  networks  integrating 


V 


mainframes,  minicomputers  and  PCs.  Networks  that  are  > 
incomparably  easy  to  use  and  manage.  We've    %  ' 


done  it. for  many  of  the  world's  largest, 
most  respected  organizations.  ■/ 
We  can  do  it  for  you. 
Call  1-800-828-2404.  )£ 
.  Ext.  701. 
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BANYAN* 

Networking  Without  j-lrtiits? 


Software  Fisherman. 


CA90s 


Catching  the  fish  is  easy 

It's  the  processing.  Man- 
ufacturing. And  distribution 
that  make  the  difference. 

And  nobody  knows  that 
better  than  Van  Camp  Seafood 
Co.,  Inc.,  the  makers  of  the 
well-known  brand, 
Chicken  of  the  Sea. 

As  a  customer- 
driven  company 
Van  Camp  Seafood 
Co.,  Inc.  uses  CA-PRMS  for  the 
AS/400.  It's  the  first  enter- 
prise-wide manufacturing, 
financial  and  distribution  soft- 
ware that  incorporates  cus- 
tomers into  every  aspect  of 
operations. 

"CA-PRMS  has  helped  us 
be  much  more  responsive,  more 
flexible,  and  more  profitable," 
says  Jack  Boyles,  Director  of 
MIS.  "Our  customers  demand 
incredible  delivery  schedules  - 
virtually  made-to-order.  But 
we  can 
handle  it. 
CA-PRMS 
has  raised 
the  quality 
of opera- 
tions to  a 
whole  new 
level." 


Jack  Boyles, 
Director  of  MIS  for 
Van  Camp  Seafood  Co.,  Inc., 
uses  ca-prms  manufacturing 

software  to  turn 
the  worlds  finest  tuna  into 
Chicken  of  the  Sea! 


And  what  about  the  fish 
that  got  away? 

"Haven't  lost  one  yet."  says 
Boyles,  smiling. 

Spoken  like  a  true 
fisherman. 
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MPUTER 
SSOGATES 

Software  superior  by  design. 


Compuiei  Associates  International,  Inc..  One 
Computer  Associates  Plaza.  Islandia.  NY  11788-7000. 
1  800  CALL  CA1.  All  product  names  referenced  herein 


[J  [able  electronically.  Such  architectures 
(4  enable  the  enterprise  to  function  better 
y  cohesive  organization,  providing  cor- 
irj  te-wide  information  for  decision-mak- 
||  and  new  competitive  enterprise 
,  Rations  that  transcend  autonomous 
;H  ness  units. 

I  t  the  same  time,  such  architectures 
j  provide  a  platform  for  entrepreneurial 
J  innovation  in  the  use  of  computers  by 
Mi  ness  teams — while  maintaining  an 
fa,  rprise  capability.  Business  units  can  be 
\4  ed  as  networked  clients  and  servers, 
Ling  in  a  modular,  flexible  organization- 
,  ructure  that  is  very  different  from  the 
I  /epipes"  of  the  old  hierarchy. 

or  example,  several  large  banks,  in- 
I  ing  Chemical  Bank  and  the  Canadian 
I|  ;rial  Bank  of  Commerce,  have  adopted 
|  rchitectural  principle  stating  that  all 
i  uners  will  be  treated  as  a  customer  of 
Itf  oank,  not  just  of  the  individual  services 
M  use.  Such  a  principle  is  viewed  as  a 
[  uquisite  for  becoming  a  relationship 
M  c,  and  implementing  these  principles 
ally  leads  to  huge  changes  in  the  orga- 
n  [ion's  structure  and  basic  functioning 
a  ;11  as  its  technology  infrastructure. 

lS  a  transitional  step  to  integrated  com- 
!  ig,  many  companies  are  building  links 
rj  veen  various  systems  to  enable  an 
e]  rprise  capability.  Phillips  Petroleum 
a|  Frito-Lay  have  implemented  manage- 
iii  t  support  systems  to  provide  informa- 
a :  from  a  variety  of  disparate  systems  for 
e  utive  decision-making. 

I  tided  Enterprises 

111  VIcKesson,  the  San  Francisco-based 
i  distributor  of  prescription  drugs  and 
!  lealth  and  beauty  aids,  provides  hospi- 
als  and  pharmacies  with  electronic 
ordering  tools  that  comprise  hand-held 
devices  and  software  running  on  the 
:ustomers'  PCs.  The  system  helps  the 
:ustomers  run  their  businesses,  get 
nstant  turnaround  on  product  orders, 
ind  carry  little  inventory — not  to  men- 

I  :ion  gives  McKesson  a  competitive 


edge  in  the  marketplace. 
The  17  largest  hotel  chains  have  joined 
together  to  create  THISCO  (The  Hotel 
Industry  Switch  Company),  which  pro- 
vides the  hotels  with  a  reservation 
switching  capability  and  network. 
Fierce  competitors  benefit  through  a 
technology-enabled  collaboration. 

"»  A  business  executive  renting  a  Hertz  car 
at  an  airport  enters  his  destination  into 
a  terminal  and  receives  a  printout  of 
directions  and  a  map.  When  he  returns 
the  car,  a  parking  lot  attendant  records 
the  license  on  a  hand-held  computer 
that  is  radio-linked  to  a  database  and 
prints  the  receipt  on  a  miniature  printer 
belted  to  her  waist.  The  customer  has 
checked  in  the  car  and  is  on  his  way, 
receipt  in  hand,  in  less  than  a  minute. 

"»  A  California  driver  renews  his  license 
from  a  kiosk  in  a  shopping  mall  avoid- 
ing the  lines  at  the  government  office. 
A  Sheraton  hotel  guest  reviews  and  cor- 
rects her  account,  then  checks  out 
using  a  special  software  program  she 


accesses  from  the  television  screen  in 
her  room.  A  subscriber  in  Toronto  calls 
a  voice-response  customer  support  line 
at  the  Toronto  Star  because  his  paper  is 
late.  In  less  than  30  seconds,  he  has 
corrected  the  problem;  the  system 
automatically  messages  the  local  deliv- 
ery depot,  and  a  paper  arrives  12  min- 
utes later. 

»#  Toys  'R'  Us  became  the  world's  largest 
children's  specialty  chain,  in  part 
through  using  EDI  (Electronic  Data 
Interchange)  to  make  information 
transactions  with  suppliers  digitally 
rather  than  on  paper.  Annually,  the 
company  processes  over  half  a  million 
invoices  electronically,  dramatically 
reducing  costs  and  improving  the 
integrity  and  management  of  related 
information.  Some  of  its  most  impor- 
tant suppliers  even  have  direct  access 
to  point-of-sale  information  to  deter- 
mine sales  trends  and  generate  pur- 
chase orders  on  behalf  of  Toys  'R'  Us. 
Everybody  wins. 


THE  ENABLING  EFFECTS  □  F  INFORM  AT  I O  N  TECHNOLOGY 


Enabling 
Technology 


The 
Promise 


THE 
Change 


Interenterprise 
Computing 


Integrated 
Systems 


Workgroup 
Computing 


Recasting 
External 
Relationships 


Organization 
Transformation 


Business 
Process 
Redesign 


The  new  enterprise  treals  business  units  as  networked  clients  and  servers  which  can  be  internal  or  external  to 
the  organization.  Through  the  enabling  effect  of  the  new  technology  paradigm  companies  are  creating,  modular 
team  based  structures  which  cascade  into  inter-organizational  networks. 
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You  want  the  truth?  Here  it  is.  NEC's  new  MultiSpin*  3X  CD-ROM  readers  are  the  best- 
performing  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  improved  our  data  transfer  rate 
to  450  Kbytes/sec.  and  made  a  triple-speed  reader.  (Because  that's  what  you  wanted.)  We  also 
cut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache,  SCSI  2 
interface  and  a  full  16-bit  SCSI  card. 

Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
readers,  see  smoother  animation  and  video. 


Our  new  MultiSpm  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
you  what's  going  on  (or  not  going  on)  with  your  reader. 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs.  And,  they 
come  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO.  Or  for  details  via  fax,  call  NEC  FastFacts"  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM.  And 
you'll  actually  get  to  have  an  honest  conversation  for  a  change.  ■  gy  ■-  ^mmm 
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These  scenarios  are  part  of  another 
important  change.  It  is  not  only  the  walls 
within  organizations  that  are  breaking 
down  through  standards  and  integrated 
systems,  but  walls  between  organizations 
are  blurring  as  well.  Through  interorgani- 
zational  computing,  new  extended  enter- 
prises are  being  born. 

Just  as  an  enterprise  can  be  viewed  as  a 
technology-enabled  network  of  indi- 
viduals, groups,  and  structures  acting 
as  clients  and  servers,  so  technology  is 
enabling  new  client/server  networks  of 
enterprises. 

In  the  first  era,  systems  were  viewed  as 
internal  components  of  the  organization, 
reflecting  the  walls  between  companies. 
Computer  systems  are  now  extending  out- 
ward to  link  enterprises  with  suppliers,  dis- 
tribution channels,  and  consumers. 
Computing  is  becoming  interenterprise 
computing. 

The  DMR  research  found  such  systems 
can  strengthen  customer  loyalty,  lock  out 
competitors,  speed  up  the  distribution  of 
goods  and  customer  service,  and  save 
money — among  other  things. 

Technology  is  becoming  a  vehicle  for 
forging  links  between  business  partners — 
both  suppliers  and  consumers  of  products 
and  services.  Early  systems  such  as  the 
American  Airlines  SABRE  reservation  sys- 
tem and  the  American  Hospital  Supply  cus- 
tomer order  system  have  become  legends 
in  how  to  use  technology  to  link  with  cus- 
tomers to  defeat  the  competition.  But  they 
were  only  the  tip  of  the  iceberg. 

The  new  technology  of  extended  reach 
enables  the  recasting  of  relationships 
with  external  organizations.  Computer 
systems  between  enterprises  are  beginning 
to  talk  to  each  other.  The  manual  value 
chain  from  suppliers  to  consumers  is 
becoming  an  electronic  value  network  that 
also  links  to  affinity  groups  (such  as  busi- 
ness partners)  and  even  competitors. 

The  emerging  technologies  include 
interenterprise  databases,  voice-response 
systems,  electronic  messaging,  and  new 


point-of-sale  technologies.  Standards  such  as 
EDI —  the  computer-to-computer  exchange 
of  business  documents  between  compa- 
nies—  is  transforming  the  ways  companies 
work  together. 

When  large  auto  manufacturers  require 
their  suppliers  to  communicate  with  them 
using  EDI  one  of  i  he  <  ihjei  i  ives  is  to  make 
suppliers  more  productive,  profitable,  and, 
therefore,  stable.  Auto  manufacturers 
acquire  an  interest  in  the  profitability  of 
their  suppliers  and  can  contribute  through 
EDI.  New  extended  enter- 
prises are  being  born. 

Once  Fed  Ex  had  im- 
plemented its  integrated 
computing  platform  to 
track  parcels  and  manage 
quality  delivery,  the  next 
step  was  to  provide  exter- 
nal customers  with  a  simi- 
lar capability.  According  to 
Cynthia  Spangler,  Vice 
President  of  Corporate 
Headquarters  Systems  at 
Fed  Ex,  "The  strategy  is  to 
bring  to  internal  and  exter- 
nal customers  more  useful 
information  to  make  timely  decisions.  We're 
in  the  business  of  saving  customers  time 
and,  hopefully,  money  by  making  them 
more  efficient." 

Fed  Ex  customers  can  receive  PC  soft- 
ware that  enables  them  to  track  parcels 
themselves.  Another  service  called  Powership 
provides  larger  customers  with  a  computer, 
printer,  and  software  to  automate  ship- 
ping— including  printing  the  mailing  labels, 
dispatching  and  tracking  packages,  calculat- 
ing costs,  and  automatically  billing  the  cus- 
tomer's customers  for  packages  sent  on 
their  behalf.  Even  smaller  customers  can 
come  on-line.  FedExtras  is  a  similar  service 
for  small  shippers  who  send  1  to  10  pack- 
ages per  day.  And  the  next  step  in  reaching 
out  the  the  customer  through  IT?  A  new 
Fed  Ex  program  called  On-line  is  prototyp- 
ing kiosks  in  public  areas  such  as  airports 
where  anyone  who  wants  to  send  a  package 


TECHNOLOGY  IS 


BECOMING  A  VEHICLE 


FOR  FORGING  LINKS 


BETWEEN  BUSINESS 


PARTNERS — BOTH 


SUPPLIERS  AND 


CONSUMERS  OF 


PRODUCTS  AND 


SERVICES 


can  interact  with  the  system  to  address  £ 
deposit  their  packages. 

"We  feel  that  customer  service  is  a  m 
factor  that  differentiates  us.  With  each  s 
closer  to  the  customer,  we  can  improve  s 
vice.  And  the  new  technology  is  the  ba 
bone  to  achieve  this,"  says  Spangler.  fi 
Ex's  customers  are  becoming  part  of 
extended  enterprise. 

Ditto  for  Kmart's  suppliers.  CIO  Carl: 
describes  "a  slick  application  wit! 
heavy  graphical  user  interface  tl 
allows  50  to  100  vend 
to  look  at  a  merchand 
ing  database."  The  sysfc 
gives  Black  and  Deck 
access  to  any  data  (exc< 
information  about  th 
competitors)  they  belk 
will  better  serve  Kma 
For  example,  B&D's  o 
computer  systems  can  i 
it  how  a  certain  coffee  \ 
is  selling  in  Kmart  stoi 
in  San  Diego  county. 

Kmart  implement 
the  program  in  exchan 
for  more  frequent  a) 
smaller  deliveries,  but  also  because  it  was 
the  best  interests  of  the  company,  its  ci 
tomers,  and  its  suppliers.  Carlson  says  it 
very  much  in  Kmart's  interests  for  Bla 
and  Decker  to  spot  a  trend  earlier  beca 
it  will  help  them  better  fulfill  Kmart's  neec 
Black  and  Decker  wins  because  it  has 
channel  to  customers  who  want  to  buy 
products.  Customers  win  because  there  w 
be  stock  of  products  they  want  to  purchas 
"We're  taking  an  interest  in  helping  bo 
our  suppliers  and  ourselves  better  serve  o 
customers.  Absolutely  we're  concern 
about  our  suppliers'  well  being.  We  wa 
them  to  serve  their  customers  through  us 
well  as  possible.  That's  pretty  much  like  sa 
ing  like  we're  operating  in  their  interests 

Kmart  is  becoming  an  extended  ente 
prise  through  information  technology. 
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LtfJ's  assume  your  ATM  network  handles  1,40( 
ONE  \^^EEKi, ^ie  onty  thing  limiting  tl 


ms  i 


only  thing  limiting  the  number  of  transac- 


lions  you  can  handle  is  the  peak  capacity  of  your  computer  system.  If  slow  transaction 
times  are  causing  long  lines  during  peak  hours  you  could  be  losing  up  to 


350,000 TRANSACTIONS 


each  week  . 


To  speed,  up  the  average  transaction  time  and  improve  customer  satisfaction, 
call  on  EMC's  disk  storage  solutions.  Tliey  allow  mainframe  and  midrange  computer 
systems  to  dramatically  increase  performance  without  costly  CPU  upgrades.  Lets 
say  you  realize  a  25%  performance  gain.  And  those  350,000  transactions  don't 
go  to  the  competition.  At/ $.75  per  transaction,  youd  realize  a  revenue  increase  of 
8262,500  each  week.  That's  over  $13.6   MILLION  "  >'mr' 


See  how  we  can  help  you  handle  more  peak  performance 
transactions  by  calling  1-800-424-EMC2,  extension  GM319B. 


1993  EMC  Corporation.  EMC  is  a  trademark  of  EMC  Corp. 


Strategy  discussions  at  John  Hancock  a  few 
years  ago  often  tended  to  come  to  a  similar 
conclusion.  Huge  changes  would  be 
required  in  their  approach  to  information 
systems  if  they  were  to  achieve  future  goals 
for  customer  service  and  competitiveness. 
Like  many  other  organizations,  they  con- 
cluded that  the  host-based  islands  of  tech- 
nology in  the  company  would  become 
unable  to  deliver  the  goods  for  corporate 
renewal. 

According  to  Diane  Smigel,  the  senior 
IS  executive,  "To  create  a  customer-centric, 
empowered,  flatter,  and  more  responsive 
organization,  we  needed  a  more  empow- 
ered, distributed,  and  responsive  comput- 
ing architecture." 

Hancock  adopted  the  new  approach  of 
open,  client/server  computing  with  far- 
reaching  implications  and  results. 

Similarly,  tor  many  other  companies 


FIVE  CRITICAL  TECHNOLOGY  SHIFTS 

a  number  of  shifts  in  the  nature  of  technol- 
ogy itself  are  creating  the  power,  capabili- 
ties, and  price-performance  for  a  new  way 
of  computing  and  a  new  organization. 

S  H  I  FT  l  : 
FROM  TRADITIONAL 
SEMICONDUCTORS  TO 
MICROPROCESSOR-BASED 
SYSTEMS. 
The  microprocessor — a  computer  on  a 
chip — is  at  the  center  of  the  new  para- 
digm. Traditional  semiconductor  technolo- 
gy, which  fills  the  massive  cabinets  of  the 
mainframes  and  minicomputers  in  corpo- 
rate data  centers,  is  going  the  way  of  the 
dinosaur.  Microprocessors  are  beginning 
to  dominate  leading-edge  computers  of 
even-  size. 

A  unit  of  performance  costs  hundreds 
of  dollars  on  a  microprocessor-based  sys- 


s 


tern,  compared  to  tens  of  thousands  of 
lars  on  traditional  mainframe  systems.  Al 
today,  systems  that  combine  many  mic 
processors  into  a  single,  large  computer  < 
dramatically  outperform  mainframes 
sheer  power. 

The  microprocessor  is  the  precondic 
for  the  new  way  of  computing,  which,  L 
organizational  empowerment,  moves  inte 
gence  out  into  the  enterprise  where  I 
action  is — at  the  point  of  sale,  custon 
service,  R&D  lab,  or  marketing  depa 
ment.  It  enables  organizations  to  h 
empowered  architectures  that  exploit 
superior  price/performance  of  microproc 
sor  technology. 

lome  pundits  have  compared  cars  a 
microprocessors,  saying  that  if  auton 
Ibiles  developed  like  microproces 
technology;  the  fastest  car  today  would  tra 
at  10,000  miles  per  hour  and  cost  2  doOan 
The  analogy  has  problems.  The  i 
would  be  two  inches  long  and  would  bl 
up  occasionally,  killing  all  the  passenge 
Worse,  what  applications  would  we  use  I 
car  for?  Who  would  drive  the  car?  H 
would  we  train  peopie  to  use  it?  Wl 
implications  would  the  car  have  for  t 
architecture  of  transportation,  for  polic 
in  areas  from  policing  to  insurance? 

The  microprocessor  is  changing  eve 
thing  we  know  about  computing,  the  apr! 
cations  that  are  possible,  compu 
architecture,  and  technology  policy — not 
mention  the  TY  industry  itself.  Most  imp 
tant.  the  microprocessor  enables  empc 
ered.  distributed  computing  architectui 
to  support  the  empowered,  network 
organization. 

SHIFT  2: 
FROM  HOST-BASED  TO 
CLIENT/SERVER  SYSTEMS 

The  Federal  Express  Powership  appli< 
tion,  which  enables  customers  to  electro 
cally  prepare  and  track  packag 
themselves,  is  based  on  something  call 
client/server  computing.  Cynthia  Spangl 
Vice  President  of  Corporate  Headquart' 
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Era  1 


Era  2 


Processing 

I  raditional 
Semiconductor 

Microprocessor 

System 

Host-based 

Client/Server 

Software 

Vendor-proprietary 

Open 

Information 

Separate  data, 
text,  voice,  image 

Multimedia 

Software 
Development 

Craft 

Engineered, 
manufactured 

Five  fundcmcntal  shifts  in  the  nature  of  technology  enable  the  open,  networked,  client  (or  customer)  service 
organization.  The  first  era  began  in  the  late  1950s.  The  late  1980s  and  1990s  arc  a  period  of  transition  to  the 
second  era.  But  getting  "from  here  to  there"  is  turning  out  to  he  a  challenge. 


:  stems  at  Fed  Ex,  explains,  "As  a  client/ 
:  -ver  application,  Powership  allows  us  to 
id  t  as  close  to  the  customer  as  soon  as  pos- 

ile.  Client/server  gives  us  flexibility  and 
:S  eed  that  couldn't  be  achieved  on  the 

dnframe." 

The  first  era  was  one  of  master/slave 
nputing.  Mainframes  or  minicomputers 
ji  i  slave  terminals  attached  to  them — typi- 
;.  ly,  dumb  terminals  with  cryptic  alphanu- 
)i  tic  user  interfaces.  The  enterprise  also 
M  :ame  populated  with  islands  of  personal 
ha  nputers,  some  attached  to  local  area  net- 
rks  that  enabled  the  simple  sharing  of 
M  s  and  devices  like  printers. 

Iow,  because  of  the  spectacular  power 
of  the  microprocessor  and  the  maturi- 
ty of  networking  technology  and  stan- 
:ss  -ds,  a  fundamentally  different  style  of 
r,  nputing  is  emerging.  It  goes  by  differ- 
ju    names — network  computing,  coopera- 
;;  :  processing,  client/server  architectures 
H  Dut  regardless  of  the  name,  the  new 
!g6  jroach  provides  the  potential  for  users 
£t  access  a  wide  range  of  information, 
H:  plications,  and  computing  resources 
!;}  |  hout  worrying  about  where  they  are  or 
ft  v  they  are  connected, 
j  Most  important,  software  is  processed 
only  on  a  host,  but  wherever  it  makes 
M  st  sense.  Software  is  not  limited  to  one 
an  chine,  but  can  be  processed  "coopera- 
vji  1  ly"  on  various  computers  across  the  net- 
,!  i  "k.  The  computer  becomes  the  network, 
Tip  I  the  network  becomes  the  computer. 
,pj  To  use  a  human  analogy,  thoughts  are 
j  cessed  throughout  an  office, — not  just  in 
,t[;    mind  of  the  boss.  And  thoughts  are 
;  lmunicated  as  required  to  meet  require- 
'  its  of  the  collective  process. 
Many  companies  have  mistakenly  con- 
P  I  ded  that  the  main  reason  to  adopt 
Mc  nt/server  computing  is  to  reduce  IT 
,p  enditures.  But  companies  often  see  just 
tip  of  the  iceberg — opportunities  for 
y  :  savings  on  hardware.  A  frequently  used 
J  n  is  downsizing,  which  refers  to  shifting 
i  'lications  from  mainframes  to  smaller, 
roprocessor-based  systems  with  a  typical 


objective  of  hardware  cost  savings. 

While  price/performance  gains  of 
10,000%  in  hardware  over  traditional  main- 
frames are  compelling,  it  is  important  to 
look  at  the  entire  cost  of  ownership  of  a  sys- 
tem— not  just  the  hardware  purchase  price. 
Client/server  demands  new  skills  and  com- 
plex software,  and  it  represents  a  big  change 
for  most  MIS  departments  to  tackle. 

When  all  is  said  and  done,  client/server 
computing  can  reduce  IT  costs  sig- 
nificantly. But  that  isn't  the  best  rea- 
son to  do  it.  Rather,  the  new  paradigm  in 
computing,  of  which  client/server  is  central, 
is  the  missing  piece  in  the  discussion  of 
how  to  achieve  the  new  effective,  competi- 
tive, and  productive  enterprise.  The  new 
approach  is  required  to  integrate  informa- 
tion from  across  the  organization. 
Client/server  computing,  like  organizational 
empowerment,  moves  intelligence  out  into 
the  enterprise.  It  enables  powerful  new 
multimedia  applications  that  integrate  data, 


text,  voice,  image,  and  video  and  require 
massive  desktop  horsepower. 

The  new  approach  enables  organiza- 
tions to  have  "empowered  architectures" 
that  exploit  the  power  of  microprocessor 
technology. 

The  research  shows  that  the  responsive 
networked  enterprise  can  only  be  achieved 
through  the  new  modular,  powerful,  net- 
worked style  of  computing. 

SHIFT  3: 

FROM  VENDOR- 
PR  DPR  I  ETARY  SOFTWARE 
TD  OPEN  SOFTWARE 
STAN  DARDS. 

The  Fed  Ex  success  story  is  also  based  on 
open  systems.  Spangler  says,  "Open  sys- 
tems give  us  the  greatest  flexibility.  Neither 
we  nor  our  customers  know  what  our 
future  needs  will  be.  With  open  systems,  we 
have  the  freedom  to  respond  to  unantici- 
pated needs." 
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Discover  The 
Secrets  Of  Better 
Customer  Service 
Locked  in  Your 

Information 


ms. 


No  One  Offers  Better  Ways  To  Use  The  Cu 


Improving  customer  service  can  be  the  biggest 
challenge  facing  your  enterprise  today.  It's  a  task 
requiring  information  at 
a  level  of  detail  that  con- 
ventional information 
systems  can't  effectively 
process.  The  detail  data 
already  exists  in  your 
enterprise.  We  can  help 
you  turn  it  into  timely, 
useful  information. 


The  Better  You  Know  Your  Customers, 
The  Better  You  Can  Serve  Them. 


"  0/<r  computerized 
production  systems  are 

enormous,  but  they 
don't  answer,  What  's  the 

trend  of  your  data?' 
The  answers  tare  there, 

but  uv  couldn't  net 
to  them.  Now  wecanW 
William  Milnes,  ir 

Executive  Vice  President  and  (TO, 
Communitv  Muiu.il 


.tel. 


The  unprecedented  power  of  our  massively 
parallel  systems  and  global  networking  lets  you 
extract  the  information  you  need  from 
the  data  you  have  and  move  it  to  the 
people  who  can  use  it.  This  will  help  you    \^  flv" 
understand  and  respond  to  your  customers 
needs  in  ways  never  before  possible.  By  analyzing 
customer  data,  you  can  anticipate  customer  needs 
and  satisfy  them  before  your  competitors  do.  You  cai 


Mr  Information  Your  Enterprise  Already  Has. 

even  reinvent  your  organization's  customer  contact 
for  greater  efficiency  and  return. 

Better  Ways  To  Get,  Move,  And 
Use  Information. 

No  other  company  in  the  world  offers  so  many 
j  solutions  for  capturing  data  and  turning  it  into 
actionable  information.  From  mobile  PCs,  through 
the  world's  broadest,  most  powerful  family  of  mid- 
range  servers,  to  massively-parallel  processors. 

And  no  other  company  can  match  our  global 
expertise  in  communications  and  networking. 


Once  the  information  is  generated,  we  can  help  you 
move  it  anywhere  in  the  world,  fast. 

To  improve  your  customer  service,  phone 
1 800  CALL-NCR.  We  can  help  you  unlock  the 
secrets  of  a  more  profitable  future. 


AT&T 


NCR 


An  AT&T  Company 


NCR  is  the  name  and  mark  of  NCR  Corporation  AKJ  and  the  AIM  Rlobe  design  are  registered  service  marks 
and  trademarks  of  American  Telephone  and  Telegraph  Company  Intel  and  Ihe  Intel  Inside  Lord  are  registered 
Irddeniarks  nl  Intel  <  orpiir.  n  11 1 1'l'H  M  k  (  orporalion 


Like  the  construction  industry  of  17th 
century  Boston,  the  railroad  industry  of  the 
14th  century,  and  the  electric  bulb  and 
automobile  industries  of  the  20th  century, 
the  computer  industry  has  matured  to  the 
point  where  it  is  consolidating  around 
standards. 

Open  systems,  based  on  industry  stan- 
dards not  controlled  by  any  one  vendor,  are 
transforming  the  computer  industry  and 
presenting  a  monumental  challenge  to 
commercial  organizations  alike.  Standards 
are  arising  in  all  areas  of  computing,  includ- 
ing communications,  databases,  user  inter- 
faces, computer  operating  systems,  and 
software  development  tools.  Today,  every 
major  computer  vendor  has  adopted  open 
systems  as  its  main  approach  to  technology. 

Open  systems  result  in  information  and 
software  being  portable — that  is,  they  can 
run  on  any  hardware  platform  regardless  of 


size  or  brand.  More  important,  standards 
also  enable  systems  of  different  sizes  and 
brands  to  "interoperate"  or  communicate 
with  each  other. 

Openness  is  not  black  or  white.  Stan- 
dards and  products  have  various 
degrees  of  openness,  based  on  criteria 
such  as  vendor  neutrality,  platform  avail- 
ability, compliance  with  formal  standards, 
and  market  penetration. 

It  is  true  that  there  are  many  competing 
standards — an  oxymoron,  indeed.  But 
leading  companies  have  concluded  ade- 
quate clarity  exists  to  embrace  the  concept. 
By  the  end  of  1993,  over  half  of  U.S.  sites 
with  more  than  50  people  will  have  adopt- 
ed open  systems  as  a  policy. 

DMR's  research  showed  that  open  sys- 
tems have  far-reaching  advantages  over  the 
traditional  approach.  They  are  significantly 
less  expensive  due  to  their  exploitation  of 


ft 


microprocessors,  lower  vendor  margins  dt 
to  customer  freedom,  and  use  of  shrinl 
•  wrapped,  as  opposed  to  home-grown,  sof 
ware — to  name  a  few. 

More  important,  the  leading  organiz 
tions  concluded  that  industry  standarc 
were  necessary  to  be  effective  in  the  ne 
competitive  business  environmen 
Standards  are  required  to  link  customers 
suppliers',  and  competitors'  systems.  An  $a 
standards  are  required  to  achieve  integr; 
tion  of  information.  Standards  in  gener 
and  open  systems  in  particular  do  not  sirr 
ply  provide  benefits.  They  are  becomir 
imperative  to  create  the  kind  of  modula 
flexible,  powerful,  networked  computin  - 
architecture  required  by  the  new  busine: 
environment. 

Standards  are  also  transforming  th  'Kl 
computer  industry.  George  Shaffner  ( 
X/Open,  a  consortium  devoted  to  definin 


HIGH  PERFORMANCE  TEAMS  AND  CLIENT/SERVER 
COMPUTING  IN  SYSTEMS  DEVELOPMENT  AT  UNITED  AIRLINES 


Wayne  Anderson,  Director  of  San  Francisco  Management 
Information  Services  for  United  Airlines  comments,  "We 
realized  that  to  develop  our  new  engineering  and  mainte- 
nance system,  we  needed  to  take  the  same  approach  as 
Saturn  and  Team  Taurus,  and  bring  all  the  right  people 
together  around  a  common  methodology,  a  common  under- 
standing of  all  the  things  that  have  to  be  done  to  be  success- 
ful, and  a  common  technology  to  enable  teamwork. 

"We've  ripped  away  the  old  organizational  references. 
For  example,  there  is  a  person  from  the  engines  area  who  is 
a  part  of  the  team.  His  job  is  to  develop  some  specific  piece 
of  the  system. 

"However,  old  organizational  lines  quickly  blur.  It 
becomes  hard  to  remember  who  is  a  systems  person  and 
who  is  a  user  person.  We  have  found  incredible  increases  in 


productivity.  In  the  old  way,  lines  delineated  the  old  depart- 
ments and  functions  and,  by  default,  delineated  the  tasks 
people  were  assigned.  Under  the  new  way,  the  best  person 
gets  assigned  to  the  task  that  fits  their  skills.  Their  tasks 
may  cross  traditional  organizational  lines. 

"Two  things  enable  us  to  work  as  a  team.  One  is  the 
adoption  of  an  appropriate  software  development  methodol- 
ogy, which  focuses  on  deliverables  rather  than  tasks.  It  is 
irrelevant  who  does  the  tasks  in  this  environment. 

"Second,  we  use  a  workgroup  development  system  on  an 
open,  client/server  platform  to  build  this  way  of  working.  We 
can  not  only  communicate  electronically,  but  we  can  pass 
around  pieces  of  products  that  get  added  to.  It's  sort  of  like 
jointly  creating  a  book." 
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yourself  a  competitive  edge  with  the 
Kodak  Color£ ase  PS  Printer.  Because 
nobody  knows  color  like  Kodak. 

Call  1-800-344-0006  in  U.S.  or 
1-800-465-6325  in  Canada  for  a  sample 
transparency  and  dealer  information. 
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The  percentage  ot  sites  in  the  United  States  and  Canada  adopting  open  systems  (as  defined  by  the  site)  has 
been  growing  dramatically  since  llJ8*>  (random,  stratified  sample  of  3,500  sites.)  By  the  end  of  1993  over  half  of 
all  sites  will  be  basing  their  technology  purchases  and  implementations  on  open  standards. 


and  promoting  standards,  describes  open 
systems  as  "the  systematic  elimination  of 
low-value  differentiation"  in  the  IT  mar- 
ketplace. Open  systems  prevent  the  rein- 
vention of  wheels,  as  software  suppliers 
include  standard  components  and  inter- 
faces in  their  products.  A  new  division  of 
labor  is  occurring  in  the  industry  as  various 
companies  compete — ironically  through 
cooperating  in  areas  of  mutual  self-inter- 
est. All  this  benefits  the  customer. 

SHIFT  4: 
FROM  SEPARATE  DATA, 
TEXT,  VOICE,  AND  IMAGE 
TO  MULTIMEDIA. 

In  the  first  era,  the  immaturity  of  technolo- 
gy and  the  absence  of  open  standards 


meant  that  these  four  forms  of  information 
were  separate  and  that  separate  technolo- 
gies were  needed  to  manage  them. 

Data  processing  systems  handled 
numerical  data.  Word  processing  systems 
and  telex  handled  text.  Telephone  and  dic- 
tation systems  handled  voice  data. 
Photocopiers  and  microform  systems  han- 
dled image  data.  As  the  information  con- 
tained in  these  systems  becomes  digitized, 
and  as  standards  grow,  the  opportunity  to 
integrate  them  is  unfolding. 

Today,  two  professionals  in  different 
parts  of  the  globe  can  nearly  instanta- 
neously exchange  computerized,  or  dig- 
ital, documents  that  contain  all  four  forms 
of  information.  A  document  on  a  worksta- 
tion screen  may  have  text  surrounding  a 


digitized  photograph  or  video  clip  andj 
"live"  spreadsheet  with  the  sender's  voi 
requesting  clarification  from  the  recipie 
attached  to  certain  parts  of  the  documei 
This  compound  document  can  be  fill 
electronically,  retrieved,  altered,  and  cot 
municated  as  appropriate  without  ev 
being  transformed  into  a  paper  document 
Again,  the  research  showed  that  tl 
benefits  can  be  striking.  Multimedia  cot 
puting  is  natural  computing.  These  syster  i> 
work  the  way  people  do,  by  integrati:  [ 
these  forms  of  information  into  busine  ..: 
processes  and  daily  life. 

SHIFT  5: 
SOFTWARE  DEVELOPMENT  | 
—  FROM  CRAFT  TO  FACTOR' 

Why  does  software  development  take  : 
long,  cost  so  much,  and  produce  resul 
that  are  frequently  inflexible  and  unsatisf 
mg?  There  is  a  simple  answer. 

Like  the  prc-industrial  creation  <  1 
rifles,  software  development  in  the  fir  i 
era  was  a  craft.  The  quality  and  cost  of  sof  i 
ware  was  a  function  of  the  skills  and  CB  : 
ativity  of  the  professionals  who  develope 
it.  Typically,  programs  from  within  tn  < 
same  organization — even  those  runnir  i 
on  the  same  computer  and  developed  I 
individuals  on  the  same  team — were  i  \ 
different  in  style,  utility,  and  cost  as  tB  i 
weapons  of  early  America.  When  a  gu 
broke,  a  craftsman  had  to  fix  it  since  ther 
were  no  standard  parts. 

Software  is  going  through  a  fundament 
transformation  that  is  as  significant  i 
the  move  to  the  industrial  design  an 
production  of  rifles.  It  is  becoming  an  eng 
neered  profession  using  factory-of-the-futui 
production  techniques.  This  is  an  importai 
issue,  given  the  huge  investment  in  softwai 
made  by  any  medium  or  large  organization. 

Because  computers  are  now  the  basi! 
delivery  systems  for  products  and  service 
companies  need  new  computer  applia 
tions  in  days  or  weeks — not  months  c 
years.  Some  financial  products  in  the  banl<j 
ing  industry  have  a  competitive  life  span  c! 
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w  weeks.  Leading  enterprises  have  con- 
led  that  the  traditional  model  of  cus- 
i  software  development  on  traditional 
lputing  platforms  is  too  expensive  and 
slow. 

evelopers  use  and  reuse  modules  or 
parts  that  are  standardized  and  work 
together.  The  new  approach  is  called 
?ct-oriented  computing,  in  which  pro- 
mmers  create  chunks  of  software 
ed  objects  instead  of  large,  complex, 
ltly  intertwined  software  programs, 
jects  are  developed  in  standard  ways 
have  standard  behaviors  and  inter- 


faces. These  Lego-like  pieces  enable  the 
rapid  assembly  of  software  rather  than  its 
laborious  crafting. 

After  much  ballyhoo  and  delay,  com- 
puter-aided software  engineering  (CASE) 
tools  are  finally  beginning  to  show  their 
potential  to  radically  improve  the  way  soft- 
ware is  created — not  unlike  the  automated 
industrial  production  line.  The  software 
industry  is  becoming  a  parts  industry,  and 
through  standards,  software  vendors  cre- 
ate standard  parts  that  enable  customers 
to  rapidly  assemble  computing  environ- 
ments. 


INFORMATION  TECHNOLOGY 
AND  THE  NEW  ECONOMY 

Information  technology  is  not  just  reinvent- 
ing the  enterprise.  The  new  paradigm  of 
information  technology  holds  the  promise 
of  Wealth  creation,  high  value,  high-paying 
jobs,  and  the  transformation  of  business, 
our  economy,  government,  and  society  for 
the  better. 

The  industrialized  world  is  not  just  in  a 
slow  recovery,  and  this  is  not  just  the  busi- 
ness cycle  as  usual.  Our  economies  are 
undergoing  a  fundamental  restructuring, 
and  a  new,  knowledge-  and  innovation- 
based  economy  is  emerging. 

Industrial  production  and  agriculture 
will  continue  to  be  important  as  humans 
will  continue  to  need  food,  clothing,  hous- 
ing, and  transportation. 

But  just  as  agriculture  was  transformed 
by  the  industrial  age,  both  agriculture  and 
industry  are  being  transformed  by  the 
information  age.  Industrial  production  now 
has  robotics,  computer-aided  manufactur- 
ing, mass  production  of  customized  goods, 
and  the  like.  And  farmers  have  PCs  on 
their  tractors.  When  your  cow  is  sick,  you 
log  on  to  a  network  to  do  an  interactive 
diagnosis.  While  you're  there,  you  might 
check  the  commodity  market  prices.... 

Just  as  the  highway  system  and  electrical 
power  grid  provided  the  infrastructure 
for  the  industrial  economy,  information 
networks  will  be  the  highways  for  the  new 
economy.  Without  a  state-of-the-art,  elec- 
tronic infrastructure  within  organizations 
and  throughout  the  country,  no  society  will 
be  able  to  succeed. 

Computing,  telecommunications,  and 
the  industries  that  provide  information — 
broadcasting,  publishing,  libraries,  the 
entertainment  industry — are  converging.  It 
will  not  be  long,  for  example,  when  the 
telephone,  television  set,  and  home  com- 
puter are  basically  the  same  device.  The 
information  superhighways  could  deliver  a 
vast  array  of  services,  in  data,  text,  voice, 

CONTINUED   ON   PAliE   B  B 


111  HIM  HANCOCK  CLIENT/SERVER 
COMPUTING  CUR 
THE  CLIENT/SERVICE  ORGANIZATION 

John  Hancock,  the  Boston-based  life  insurance  company,  has  implemented 
about  30  client/server  systems  over  the  last  four  to  five  years.  Planning  is 
underway  to  integrate  these  systems  into  an  institutional  architecture  for 
client/server. 

One  of  the  most  far-reaching  of  these  systems  is  a  billing  and  accounting 
system  in  the  employee  benefits  business  group.  The  system  has  enabled 
the  company  to  completely  reengineer  this  business. 

According  to  Diane  Smigel,  Vice  President  of  the  Corporate  Information 
Services  Group,  "We  moved  all  of  the  thought  process  regarding  obtaining  a 
new  case  or  customer  out  to  the  field  offices  where  all  the  knowledge  base  and 
real  client  contact  resides." 

The  new  business  process  is  supported  by  a  sophisticated  client/server 
system.  Once  the  new  business  is  booked,  the  information  at  the  front  end 
becomes  part  of  the  institutional  database,  but  until  the  work  is  finalized,  it 
stays  out  in  the  field. 

Smigel  describes  the  relationship  between  the  new  business  and  the  new 
technology,  "There  is  the  same  paradigm  shift  occurring  in  the  technology 
and  in  the  organization.  They  are  in  lockstep  with  each  other.  The  new  tech- 
nologies are  enabling  flatter,  customer-centric,  organizations  where  workers 
are  empowered  with  the  tools  and  knowledge  they  need  to  delight  cus- 
tomers in  every  customer  interaction — not  just  to  meet  their  expectations — 
and  to  enable  people  to  handle  entire  work  processes  rather  than  just  being 
a  step  along  the  way,  or  a  hand-off  in  a  serial  process.  The  whole  game  is 
improving  the  delivery  of  service  to  customers — better,  cheaper,  faster." 
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A  little  hard  work  never  hurt  anyone.  A  lot  of  hard 
work  however  is  an  entirely  different  story.  Especially  if 
we1  re  talking  about  system  printers.  If  they  go  dow  n,  the 
flow  of  information  within  your  company  can  come  to  a 
grinding  halt.  Which  means  your  business  may  come 
to  a  grinding  halt. 

You  don't  want  that.  Neither  do  we. 

We're  Pennant  Systems,  an  IBM  Company  100% 
dedicated  to  printing.  Pennant1"  offers  printers. 


Ii  ices,  simple  text  or  complex  reports,  no  other 

1  pany  offers  you  as  many  options  in  quality  printers 

1  mnanL 

1  Take  for  example  our  newest  additions  to  an 
I  idy  big  family  of  products.  The  4232  matrix  printer 
«  either  cutsheet  or  continuous  form  paper.  The  6408 
1  Drinter  is  perfect  for  office  environments  because  at 
1  BA  its  as  quiet  as  most  laser  printers.  Our  30 -page- 
It  ninute  3930  Page  Printer  can  handle  a  wide  range 


of  attachments,  while  our  3916  Page  Printer,  with  optional 
duplex  printing,  is  perfectly  priced  for  entry-level  buyers. 

And  those  are  just  our  newest  offerings.  Chances  are 
if  you  have  a  need  for  a  non-impact,  line  or  serial  printer, 
Pennant  can  help. 

If  you'd  like  more  information  on  these  or  any  of 
our  other  printers,  please  call  1-800-PKNNANT  anytime. 
Because  working  around  the  clock  applies  to  more  than 
just  our  printers. 


ADVOCATES  OF  THE 
168-HOUR  WORK  WEEK. 


Redefining  Printing. 

PENNANT 

An  IBM  Company 


NEW  TECHNOLOGY.  NEW  ENTERPRISE:  CORRESPONDING  THEMES 


TECHNOLOGY  THEME 


Open  Systems.  There  is  portability  of  software  and  information 
across  hardware  platforms  and  interoperability  of  technology  extend- 
ing out  to  the  external  value  network  of  suppliers,  consumers,  allini- 
ty  groups  and  competitors.  The  shift  is  away  from  proprietary 
systems  in  which  each  computing  platform  acted  in  a  unique,  self- 
interested  manner. 


ORGANIZATIONAL  THEME 


Openness.  The  enterprise  is  a  network  of  business  functions  th 
interoperate.  The  organization  is  also  viewed  as  the  extended  organ 
zation  or  interorganization.  Walls  between  enterprises  blur  and  org 
nizations  become  more  in  touch  with  their  customers  and  partners.  ] 
the  open  organization,  people  act  not  only  out  of  their  own  propi 
etary  self-interest,  but  out  of  a  shared  vision  and  commitment.  IT 
workforce  is  also  portable — achieved  both  through  outsourcing  an 
through  the  undertaking  of  varied  assignments  (in  which,  for  exan 
pie,  everyone  spends  some  time  in  customer  contact). 


Interconnection.  There  is  a  shift  from  era  I  islands  of  technology  to 
enterprise  networks  that  enable  communication  and  sharing  of  infor- 
mation and  technology  resources.  This  is  achieved  through  enter- 
prise architectures  and  standards. 


Integration.  The  new  technology  now  enables  the  integration 
modular,  independent  organizational  components — an  integrate 
network  of  businesses.  The  concepts  of  seamlessness  and  trar 
parency  are  as  applicable  to  organizations  as  they  are  to  comput 
architectures. 


Distributed  Computing.  There  is  a  shift  from  host-based  hierarchi- 
cal networks  where  all  the  inteUigence  was  in  the  "host"  (typically  a 
mainframe  or  minicomputer)  to  network  computing  where  computer 
intelligence  is  distributed  close  to  the  user.  Host-based  systems 
worked  well  with  centralized  command  and  control  organizations. 


Empowerment.  Individual  employees  and  work  groups  are  empow 
ered  to  act  and  to  create  value.  Intelligence — the  thinking,  planning 
human  processing  of  information,  application  ot  knowledge  to  bus  : 
ness  problems,  decision-making,  action — is  distributed.  Lackirr 
empowerment,  many  of  the  real  or  potential  capabilities  of  individii 
als  in  the  era  I  enterprise  were  not  used. 


Real  Time.  The  technology  is  applied  to  capture  information  on-line 
and  update  information  banks  in  real  time,  giving  an  accurate  pic- 
ture or  enabling  the  management  of  a  production  process  second  by 
second.  There  is  instantaneous  processing  of  inputs  into  outputs  as 
in  the  control  systems  in  a  jet  aircraft. 


Cooperative  Processing.  Software  applications  are  processed  on 
client  and  server  devices,  as  appropriate,  effectively  using  micro- 
processor technology.  The  processing  capability  that  exists  through- 
out or  beyond  an  organization  is  exploited.  The  end  user  has  no  idea 
where  various  pieces  of  software  are  processed,  but  such  cooperative 
processing  across  the  network  provides  access  to  the  information, 
functionality,  and  system  resources  required. 

Peer-to-Peer  Network  Protocols.  Network  rules  shift  from  centrally 
controlled  hierarchies  to  protocols  that  treat  various  devices  on  the 
network  as  peers.  Peers  communicate  with  other  peers  under  care- 
i '  illy  defined  rules.  For  example,  on  some  networks  an  information 
token  circulates  on  the  network,  ensuring  that  any  device  that  is 
'in  itted  to  follow  the  rules  can  use  the  token  to  send  information 
to  another  destination. 


Immediacy.  Information  immediacy  enables  the  real-time  enterprise, 
one  that  continuously  and  immediately  adjusts  to  changing  busine:i 
conditions.  As  Davis  and  Davidson  describe  in  2020  Vision,  goods  atj 
received  from  suppliers  and  products  shipped  to  customers  just  ij 
time,  reducing  or  eliminating  warehousing  and  allowing  enterprises  tj 
shift  from  mass  production  to  custom  on-line  production.  Customs 
orders  arrive  electronicaUy  and  are  instantly  processed.  Corresponds 
invoices  are  sent  electronically  and  databases  are  updated. 

Cooperation.  According  to  Canadian  futurist  Joe  Arbuckle,  the  nel 
organization  is  a  cooperative  infrastructure.  Individuals  and  groups  ac 
as  clients  and  servers,  cooperating  not  out  of  moral  principles,  but  oij 
of  mutual  self-interest.  The  notion  of  cooperation  is  extended  beyon 
labor-management  relations  to  become  the  modus  operandi  of  th ; 
business.  Reward  systems  are  designed  to  achieve  desired  behavio 
Interdependencies  across  the  enterprise  are  defined  and  built  into  th! 
new  infrastructure. 

Commitment.  The  new  enterprise  is  based  on  commitment  ratht 
than  control.  It  focuses  on  accomplishment  rather  than  accountabilit 
Organizational  clients  and  servers  are  motivated  through  inteipersor 
al  and  intergroup  commitment  rather  than  the  authoritarian  corr 
mand  and  control  structures  of  the  traditional  hierarchy.  As  with  th 
technology,  centralized  command  mechanisms  are  replaced  with  1^ 
horizontal  and  diagonal  communications  patterns  and  protocol 
allowing  for  cooperative  functioning. 
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TECHNOLOGY  THEME 


ORGANIZATIONAL  THEME 


hitectural  Modularity.  Rather  than  being  a  giant  monolith,  coni- 
ng architectures  consist  of  standardized,  independent  parts  that 
be  grouped  together  as  required  to  meet  business  requirements, 
se  can  include  standard  computing  platforms,  operating  soft- 
or  interchangeable  application  software  components.  The  goal 
i  create  a  dynamic,  flexible  computing  environment. 

form  Specialization.  Computing  hardware  in  a  second-era  archi- 
jre  is  specialized — meeting  the  customized  requirements  of  the 
vidual,  workgroup  or  other  organizational  unit.  Unique  comput- 
:apabilities,  not  only  in  the  area  of  processing,  but  input  devices 
h  as  scanners),  display  technologies  (such  as  touch-sensitive 
ens),  and  output  technologies  (such  as  color  laser  printers)  are 
ied  as  appropriate  to  meet  specialized  requirements. 


r  Friendliness.  Systems  are  designed  to  be  easy  to  learn  and 
This  is  achieved  through  graphical  user  interfaces,  application 
dstency  and  simplicity,  effective  training  programs  and  the  inte- 
:on  of  data,  text,  voice,  and  image  into  multimedia  systems. 


bal  Networking.  The  corporate  network  becomes  the  backbone 
te  enterprise  and  the  key  delivery  system  for  supporting  business 
•ations.  It  is  based  on  standards  and  enables  both  real-time  com- 
tications  and  store-and-forward  communications.  This  is 
lired  when  people  are  not  able  to  reach  each  other  directly.  It 
enables  access  to  the  collective  information  resource,  as  appro- 
:e,  from  any  location.  The  network  is  transparent — users  do  not 
•  to  know  the  location  or  structural  details  of  information  they 
ss.  It  is  available  to  them  as  required. 


Organizational  Independence.  The  organizational  counterpart  to 
the  technology  module  is  the  business  team.  Networking  enables  the 
seemingly  contradictory  achievement  of  integration  yet  indepen- 
dence of  organizational  components,  businesses,  or  modules. 
Modules  or  clusters  are  grouped  together  as  required  to  achieve  busi- 
ness objectives. 

Skill  Specialization/Competency  Building.  The  new  enterprise 
focuses  on  the  knowledge  worker — more  and  more  a  professional, 
not  a  manager.  Knowledge,  by  definition,  requires  specialization. 
Rather  than  discouraging  or  killing  the  development  of  professional 
competency  by  promoting  professionals  to  become  managers,  the 
new  enterprise  has  professional  career  paths  and  programs.  As  with 
technology  that  is  specialized  to  meet  unique  requirements,  special- 
ized competencies  are  encouraged  and  developed  in  individuals  and 
teams.  Individual  contributors  are  rewarded  based  on  competency 
and  accomplishment  rather  than  span  of  control. 

Accessibly.  Some  writers  have  described  a  principle  of  the  new  orga- 
nization as  user-friendliness.  The  Organization  Man  of  the  1950s, 
who  identified  with  the  corporation  and  stuck  with  it  for  life,  is  dead. 
He  has  become  the  independent,  multicareer  professional  of  the 
1990s.  The  networked  enterprise  must  seek  to  be  an  accessible,  learn- 
ing organization,  uniting  members  around  a  shared  vision.  This  is  not 
a  command-and-control  vision  imposed  on  the  organization,  but,  as 
Peter  Senge  writes  in  the  Fifth  Discipline,  a  vision  to  which  people  are 
truly  committed  "because  it  reflects  their  own  personal  vision." 

Time  and  Space  Independence.  The  new  enterprise  redefines  time 
and  space  for  its  employees  and  stakeholders.  In  the  open,  net- 
worked enterprise,  any  individual  or  team  can  communicate  and,  as 
appropriate,  share  information  with  any  other  individual  or  team. 
Work  can  be  performed  from  a  variety  of  locations,  including 
employees'  homes.  The  office  becomes  a  system  rather  than  a  place. 
The  network  becomes  a  repository  for  the  time-independent  com- 
munications of  people  who  access  the  communications  of  others 
when  they  are  able.  Networks  of  business  teams  cooperate  globally 
to  achieve  business  objectives. 


Abridged  from  Paradigm  Shift:  The  New  Promise 
of  Information  Technology,  by  Don  Tapscott  and 
Art  Caston.  McGnuv  Hill.  New  York.  1 993. 
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REENGINEERING  FOR  TEAMS,  ORGANIZATIONAL  INTEGRATION 
AND  THE  EXTENDED  ENTERPRISE  AT  PAUL  REVERE 


The  Paul  Revere  Life  Insurance  Company  is  a  niche  insurer 
specializing  in  disability  income  insurance  for  the  high-end 
individual  market.  The  company  is  market-share  leader  in 
individual  disability  insurance. 

For  the  last  year  and  a  half  the  company  has  been  examin- 
ing and  reengineering  the  process  whereby  it  acquires  new 
business.  One  goal  of  this  program  is  to  reduce  direct  costs 
by  50%. 

Information  Systems  Vice  President  Gary  MacConnell 
says  that  a  related  goal  is  to  improve  customer  service — 
specifically  to  decrease  the  time  to  secure  a  new  policy  from 
a  client's  initial  application  to  the  issuing  of  a  policy.  This 
currently  takes  five  to  seven  weeks.  "Like  many  business 
processes,  policy  acquisition  has  grown  topsy  turvey,  and  the 
process  has  had  various  activities  tacked  onto  it  in  an 
unplanned  manner"  he  says. 

The  target  is  to  reduce  the  process  to  one  to  two  weeks. 
This  will  be  done  through  workgroup  computing  to  support  the 
teams  in  the  underwriting  department.  Although  underwriters 
are  working  with  paper  files  today,  the  company  is  shifting  to 
image  technology  to  reduce  paper.  Each  underwriter  will  have 
a  workstation  that  integrates  data  from  various  sources. 

The  whole  department  will  have  to  become  better  integrat- 
ed through  an  integrated  computing  architecture.  According 
to  MacConnell,  "At  the  same  time  we  are  reengineering  the 
business  processes,  we  are  retooling  the  systems  infrastruc- 
ture. Data  processing  systems  are  disjointed  islands,  and  data 
is  often  entered  redundantly  multiple  times." 

The  new  architecture  will  be  integrated  and  based  on 
client/server  computing  and  the  distribution  of  databases. 


MacConnell  says  the  objective  is  the  "empowerment  of 
employees — giving  them  everything  they  need  to  do  their 
jobs,  to  be  followed  by  giving  them  additional  authority." 

The  initial  focus  of  the  reengineering  effort  is  on  the 
home  office  rather  than  field  offices.  The  company  will  then 
push  these  systems  out  to  the  field  offices  and  to  customers. 
Client  signatures  will  even  be  captured  electronically. 

The  program  will  change  the  company  dramatically.  Says 
MacConnell,  "We  are  reducing  lower-level  jobs  and  upgrad- 
ing them  to  include  more  authority  and  a  broader  perspec- 
tive on  the  function.  Today,  we  have  people  performing 
individual  functions  like  an  assembly  line,  but  tor  the  most 
part,  they  don't  have  a  perspective  on  the  broader  process.  In 
the  new  process,  people  will  have  an  interest,  view,  and 
accountability  for  the  total  process,  with  the  goal  of  reducing 
the  size  of  the  workforce,  speeding  up  the  process  dramati- 
cally, and  closing  business. 

"Dramatic  change  is  hard  for  people  to  get  their  head 
around.  We  are  so  ingrained  in  current  processes.  We  are  dis- 
turbing the  status  quo  and  asking  the  sales  department,  dis- 
ability organization,  and  mail  department,  for  example,  to 
change.  We  are  crossing  the  vertical  lines  of  the  old  organiza- 
tion with  these  new  horizontal  processes  such  as  acquisition. 
We  need  a  new  structure  that  can  manage  these  horizontal 
processes.  People  will  be  losing  some  of  the  control  they  had 
in  the  past.  People  need  to  cooperate  in  new  ways. 

"My  own  feeling  is  that  we  are  just  scratching  the  surface 
today.  If  we  go  ahead  ten  years  and  look  back,  we  will  likely 
observe  that  we  fundamentally  changed  the  way  we  do  busi- 
ness through  the  new  technology." 


p 
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image,  and  video  to  every  home,  school, 
factory,  laboratory,  and  office  in  the  country 
to  be  used  by  active  and  informed  users. 

The  old  limited  technologies  oi  data 
processing,  telephone  and  television  are 
giving  wav  to  powerful  new  networked 
tools  that  can  transform  not  only  the  the 
corporation  but  government  and  society. 

There  are  new  opportunities  to  improve 
the  quality  of  health  care  while  lowering 
costs;  to  cut  use  of  automobiles  and  deadly 
emissions  from  the  internal  combustion 
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engine  through  telecommuting;  to  transform 
education  through  computer-assisted  instruc- 
tion and  interactive  educational  networks;  to 
reach  out  to  isolated  communities  and  drive 
local  economic  development;  to  improve 
participatory  democracy  and  to  build  a  new, 
open,  networked  society  that  empowers 
native  people,  communities,  and  regions. 

The  new  information  technology  is 
beginning  to  transform  the  way  we  do  busi- 
ness, work,  play,  and  even  think. 

The  new  paradigm  is  rich  with  opportu- 


nity, but  also  fraught  with  peril  if  we  fail  1p 
embrace  and  control  it  effectively. 

ill  we  fall  behind  other  countries  ill 
exploiting  these  new  opportunities 
Will  the  new  technology  increas 
gaps  between  haves  and  have-nots,  kno'cc 
and  know-nots,  between  north  and  soutl 
between  men  and  women,  between  skille 
and  unskilled,  between  knowledge  worke 
and  production  workers?  It  is  true  th: 
overall  the  shift  will  be  central  to  the  genej < 
ation  of  wealth  and  prosperity,  but  wh: 
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I  happen  to  those  who  due  to  knowledge 
I  skill  gaps — or  sheer  redundancy — are 
I  )cated  in  the  process? 
I  %'t  are  at  a  crossroads  in  our  journey  to 
I  new  economy  and  society.  We  have  a 
I.  ce.  We  can  continue  to  do  business  as 
I  il.  and  in  so  doing,  fall  behind.  Or  we 
I  ,  in  partnership,  set  out  on  a  new 
I  se.  Such  a  course  involves  a  change  in 
I  king  and  the  courage  to  act — to  seize 
1  iay.  The  stakes  are  very  high. 
I  fundamental  change  in  the  relation- 
I  ships  between  institutions  is  required. 

■  A  new  political  economy  that  requires 
H  creation  of  a  new  social  contract  is 
R  rging. 

I  Ivery  institution  v,  ithin  our  society  will 
jj  to  change. 

I  Vlany  businesses  are  falling  behind  in 

II  jse  of  the  new  technology.  Business 
H  :xecutives,  blinded  by  cynicism  about 
I]  he  poor  payback  from  the  the  old 
!j  echnologies,  are  unable  to  see  the 

■  opportunities  promised  by  the  new. 
I  furthermore,  our  progress  toward  cre- 

||  iting  new  IT-enabled  clusters  is  slow 
Si]  rompared  with  other  countries. 
H  vlany  governments  seem  slow  to  com- 
iprehend  the  shift.  The  failure  of 
jj  Congress  to  pass  a  bill  allocating  $4 
'  J  nillion  to  upgrade  computers  and  tele- 
phones in  the  White  House  seems 
l|  ndicative  of  the  problem.  How  can 
;overnment  be  a  credible  leader  and 
j  >artner  if  it  is  not  a  credible  user? 
■j  XTiat  role  will  unions  play  in  the  new 
•conomy?  It  is  in  the  interests  of  work- 
I  ng  people  and  their  organizations  to 
rmbrace  the  shift.  A  low-wage  strategy 
rill  not  bring  national  competitiveness 
fi  ind  success  in  the  new  economy.  But 
ve  can  attract  investment  and  generate 
lew  wealth  and  high-paying  jobs 
hrough  a  value-added  workforce — one 
n  hat  is  highly  educated,  motivated,  dis- 
ciplined, and  empowered.  Will  the 
Jjiinions  step  up  to  a  fuller  role  in  the 
t  ociety  or,  in  restricting  ambitions  to 
j  ombatting  employers  for  the  short 


term,  become  marginalized? 

'in*  The  news  media  have  an  uneven  appre- 
ciation of  the  challenge  as  well,  reflected 
in  simplistic  stories  of  computers  killing 
jobs.  Can  journalists  become  full  partici- 
pants in  achieving  national  awareness  of 
the  transformation  we  are  entering? 

m»  Will  teachers  be  willing  and  able  to 
reinvent  education,  as  the  innovative 
staff  and  management  of  River  Oaks 


school  in  Oakville,  Ontario,  have  done? 
Today's  schools  equip  students  with  the 
methods  and  skills  of  the  old  economy. 
And  workers  laid  off  from  the  old  econ- 
omy foundry  don't  have  the  skills  (the 
equivalent  of  a  college  degree )  to  work 
at  the  microprocessor  fabrication  plant. 
How  can  we  achieve  learning  for  the 
new  technology  and  use  the  new  tech- 
nology for  learning? 
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INTRODUCING  WORDPERFECT  6.0  FOR  WINDOWS. 
IT'S  WINDOWS  THE  WAY  YOU  WANT  IT  TO  DE. 


0  f  all  the  things  people  do  with  personal 
computers,  word  processing  may  be  the 
most  personal. 

That's  why  we're  excited  to  introduce 
WordPerfect®  6.0  for  Windows.  We  didn't 
design  it  to  be  the  perfect  writing  tool  for  the 
average  user.  We  designed  it  to  be  the  per- 
fect writing  tool  for  you. 

MAKE  IT  YOUR  OWN. 

Which  features  of  your  word  processor  do 
you  use  most  often?  Are  they  organized  so 
that  you  can  get  at  them  quickly? 

WordPerfect  6.0  gives  you  direct,  one- 
click  access  to  any  command,  process  or 
macro  in  the  program.  Just  drag  your  favorites 
to  a  context-sensitive  Button  Bar™  and 
arrange  them  any  way  you  like.  You  can  even 
drag  in  other  Windows  applications  and  files 
and  launch  them  from  within  WordPerfect. 
(How's  that  for  easy  integration?) 

You  can  quickly  create  customized 
interfaces  to  streamline  the  writing  of  reports, 
memos  or  letters.  Or  you  can  simply  use  any 
of  70  professionally  designed  ExpressDocs"' 
templates  included  in  the  package. 

It's  the  most  easily  customized  word 
processor  ever  to  come  out  of  a  box. 

GETTING  HERE  WILL  BE  EASY. 

With  more  than  100  spreadsheet  functions 
and  advanced  drawing  and  charting  capabili- 
ties, this  is  the  most  powerful  program 
WordPerfect  has  ever  developed. 


If  you've  used  WordPerfect  on  other 
operating  systems,  you  and  your  existing 
documents  and  macros  will  feel  right  at 
home  here.  For  first-timers,  there's  an  online 
tutorial,  of  course.  But  there  are  also  inter- 
active Coaches  smart  enough  to  lead  you 
step-by-step  through  sophisticated  opera- 
tions, not  on  sample  documents,  but  on 
your  documents. 

And  if  you  have  questions,  our  support 
people  (widely  acknowledged  to  be  the  best 
in  the  business)  are  standing  by  to  help. 

NOW,  WINDOWS  BELONGS  TO 
WORDPERFECT  USERS. 

This  is  everything  WordPerfect  has  learned 
about  word  processing  over  the  years,  com- 
bined with  all  the  advanced  ease-of-use 
capabilities  of  the  Windows  environment. 


Borland 


QuattroPros 


WORKGROUP  EDITION  INSIDE  SPECIALLY 
MARKED  BOXES  (A  $495  U.S.  RETAIL  VALUE) 


It  connects  your  documents  directly 
to  other  powerful  Windows  applications, 
and  to  the  rest  of  the  business  world. 

To  claim  the  power  for  yourself,  visit 
your  local  reseller.  For  a  free  demo  disk 
or  to  order  directly,  call  WordPerfect  at 
(800) 526-2781. 


Document  templates 
Spreadsheet  functions 
Interactive  Coaches 
Sophisticated  drawing  tools 
Direct  spreadsheet  import 
Document  management 
Graphics  editing 
Irregular  text  wrap 
Borders 

Full  Wysiwyg  in  all  views 
Power  Bar 

Indexing  and  text  retrieval 

QuickMenus 

Direct  database  import 

Styles 

Macros 

Auto  macro  conversion 
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RETOOLING  AND  THE  THREE  "Rs"  OF  TRANSFORMATION 


The  shift  is  propelling  every  organization  into 
a  period  of  far-reaching  change.  We  refer  to 
this  as  the  "three  Rs." 

( )rganizations  need  to  reengineer  them- 
selves— exploiting  the  enabling  effect  of 
the  new  paradigm.  A  second  challenge  is 
retooling  the  information  technology  envi- 
ronment in  each  organization.  A  legacy  of 
era  I  systems  is  a  huge  impediment  to  mov- 
ing forward.  A  third  is  to  realign  the  IS 
organization  with  the  business  organiza- 
tion. The  computer  department  rose  to 
meet  the  needs  of  the  first  era  and  is 
becoming  inappropriate  to  address  the 
needs  of  the  second. 

RETOOLING 

One  of  the  biggest  challenges  is  to  develop 
strategies  tor  migrating  to  the  new  technol- 
ogy As  Max  Hopper,  chairman  of  the 
SABRE  Technology  Group  at  American 
Airlines,  says,  "We  are  in  the  process  of 
making  the  shift  to  era  II.  Conceptually,  we 
are  there.  It  you  understand  conceptually 
that  the  new  paradigm  is  the  goal,  the  big 
issue  is  how  to  get  there." 

The  thorniest  problem  is  the  legacy  of 
era  I  systems.  To  paraphrase  X/Open's 
George  Shaft ner.  the  irresistible  force  of 
the  new  paradigm  is  meeting  the  immov  - 
able object  of  a  $2  trillion  installed  base  of 
legacy  systems. 

Many  of  these  legacy  systems  are  old 
enough  to  vote  and  drink.  But  rather  than 
being  code  museums  as  some  pundits  have 
said,  they  are  operational  systems.  The 
code  may  be  ancient,  but  you  currently  run 
your  business  on  these  systems.  Worse,  the 
longer  an  enterprise  waits  in  defining  a  tar 
get  information  technology  architecture 
that  embraces  the  new  paradigm,  the 
more  it  perpetuates  its  legacy  with  every 
investment. 

Max  Hopper  explains  that  American 
Airlines  spends  around  $50  million  dollars 
per  year  maintaining  and  enhancing  its 
host-oriented  SABRE  reservations  system. 
SABRE  has  100,(100  terminals,  multiple 
mainframe  hists,  and  consumes  the  efforts 
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of  1,000  programmers  developing  applica- 
tions in  the  extremely  low-level  language- 
called  Assembler.  Moreover,  it  is  based  on 
an  old-style  6-bit  network  that,  for  exam- 
ple, can  handle  only  uppercase  letters. 
According  to  Terry  Jones,  American's  vice 
president  of  applications  development,  "It's 
about  as  tar  from  open,  client/server  sys- 
tems as  you  can  get." 

How  can  an  enterprise  create  the  con- 
ditions whereby  new  investments  con- 
tribute to  a  desired  future,  rather  than 
perpetuating  the  past?  For  American  and 
many  other  companies,  the  key  is  architec- 
ture. However,  a  fundamentally  new  view 
of  architecture  is  emerging. 

]n  the  past,  an  architecture  was  really 
the  design  of  a  system,  created  to  meet 
specific  application  needs.  But  in  the  new 
business  environment,  organizations  have 
little  idea  what  their  application  needs  will 
be  in  two — not  to  mention  five  or  ten — 


years.  Consequently,  we  need  architec- 
tures that  can  enable  the  exploitation  of 
unforeseen  opportunities  and  meet  unpre- 
dictable needs. 

Past  architectures  were  also  often  prod- 
uct architectures.  They  were  owned  by  an 
FT  vendor.  A  decade  ago,  a  company  might 


have  described  its  architecture  as  "IBI 
System  370."  Today,  Dave  Carlson  of  Kma 
describes  his  architecture  as  the  "Kma 
architecture"  based  on  industry  standarc 
rather  than  vendor  products.  "I  tell  vei 
dors,  'Don't  tell  me  how  good  your  pro< 
ucts  are,  tell  me  how  you  comply  with  n 
architecture.'  1  don't  buy  products,  I  inve 
in  architecture." 

The  new  architecture  is  not  restricted 
one  system  or  department,  but  comprisi 
an  enterprise  architecture  that  may  reac 
out  to  external  organizations. 

This  new  approach  to  architecture 
required  to  embrace  the  new  technol 
gy  paradigm  and  to  deliver  require 
information  and  software  applications  th 
cross  and  help  melt  organizational  bourn 
aries.  It  is  needed  to  enable  continual  ev< 
lution  of  information  technology  over  tin 
and  to  encompass  new  business  requin  p 
ments  and  new  innovations  in  technoloj 
that  may  come  from  unpredictable  vend' 
sources. 

Legacy  systems  can  exist  by  treating  the 
proprietary  hosts  as  data  servers  on  the  ne  . 
work  until  the  applications  can  be  n 
designed  to  take  full  advantage  of  clien 
server.  A  middle  tier  of  servers  between  tl 
client  and  legacy  data  can  be  constructed 
pull  information  from  legacy  systems 
required.  Such  a  three-tiered  approac  r 
avoids  a  disruptive  and  costly  initial  tot 
conversion  to  second-era  technology. 

Once  you  know  where  you  are  going, 
second,  closely  related  requirement  is  t 
know  how  to  get  there.  But  as  Walter  E 
Backer,  former  Director  of  Informatics  fc 
the  Commission  of  European  Con 
munities,  says,  "No  two  organizations  w 
have  the  same  migration  path." 

As  with  travel,  knowing  the  ultimate  de 
tination  is  a  beginning.  Knowing  the  route 
just  as  essential.  Each  enterprise  needs  t 
undertake  a  process  to  define  its  retoolin 
target  and  route  to  the  new  paradigm.  Sue 
a  process  must  be  driven  by  business  pe< 
pie,  not  technologists.  In  a  bank,  only  bus 
ness  people  can  adopt  architectur 
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RESTRUCTURING  OF  THE 
INFORMATION  TECHNOLOGY  INDUSTRY 


The  situation  is  further  complicated  because  the  informa- 
tion technology  industry  is  going  through  its  first  funda- 
mental restructuring. 

Much  hardware  and  some  software  is  becoming  a  com- 
modity, and  vendor  account  control  is  forever  dead  as  cus- 
tomers have  greater  freedom  and  power.  That  doesn't  mean 
customers  are  seeking  some  new  form  of  vendor  promiscu- 
ity; the  research  shows  that  most  see  the  price  of  diversity 
and  want  solid  partnerships. 

As  a  result,  a  consolidation  of  the  industry  is  occurring 
as  proprietary  product  architectures  fall  by  the  way. 
Revenue  and  ptofit  in  the  industry  is  shifting  to  software 
and  services,  which  will  outpace  hardware  in  North 
American  revenues  by  the  end  of  1993.  Through  standards, 
de  facto  and  otherwise,  the  software  industry  is  becoming  a 
parts  industry  as  standard  interfaces  enable  various  parts  to 
plug-and-play  in  a  customer  environment. 

Myriad  new  distribution  channels  are  coming  to  the  fore 


as  systems  integrators,  value  added  resellers  (VARs), 
AffinityVARs,  SuperVARs,  and  the  like  are  able  to  get  close 
to  customers. 

And  the  future  of  technology  is  being  shaped  coopera- 
tively as  consortia  of  various  kinds  define  standards  and 
actually  create  critical  technologies  that  are  shared  by  all 
members  and  the  industry  as  a  whole.  Examples  include 
the  Open  Software  Foundation,  a  not-for-profit  software 
product  company  involving  dozens  of  major  vendors  along 
with  smaller  vendors  and  user  enterprises;  X/Open,  a  con- 
sortium of  leading  vendors  and  users,  which  is  defining, 
promoting  and  verifying  compliance  with  standards;  and 
the  Object  Management  Group,  which  involves  vendors 
and  users  in  developing  and  promoting  standards  for  object 
computing. 

Most  of  this  is  good  news  for  customers  who  benefit 
from  greater  freedom,  power,  and  the  new  division  of 
responsibilities  within  the  industry  based  on  standards. 


ciples  such  as  "customers  will  be  treated 
customer  of  the  bank  as  a  whole  " 
Moreover,  experience  has  shown  that 
process  of  architecture  is  first  and  fore- 
it  a  process  of  organizational  change, 
re  daunting  than  the  technology  legacy 

I  le  cultural  legacy  left  over  from  the  first 
d  Old  paradigms — old  structures,  rela- 
tj  ships,  and  ways  of  doing  business — die 
Hi  Through  a  process  of  architecture, 
liiness  managers  can,  however,  come 
t<|  :ther  and  understand  their  own  com- 
ffl  1  self-interests.  The  research  and  expe- 
r  ce  is  clear  on  this.  The  challenge  of 
d  mizational  change  far  outweighs  the 
a  inological  difficulties  of  migration. 
Q  nge  is  also  facilitated  by  quick  imple- 
n)  itations  of  systems  and  standards  along 
tjj  way.  Quick-hit  successes  bring  credibil- 

II  nd  momentum  to  the  process. 

i. y/hen  it  comes  to  actual  lmplementa- 
■  ,  the  immaturity  of  the  new  technolo- 
II  is  a  problem. 

I  ohn  I  lancock's  Diane  Smigel  describes 


how  they  had  to  revolutionize  the  opera- 
tional support  processes  for  systems  to 
implement  client/server  computing, 
"Problem  resolution,  capacity  planning, 
security,  disaster  recovery,  and  other  opera- 
tional support  services  that  have  been 
around  for  decades  in  the  mainframe  world 
had  to  be  reinvented.  The  problem  here  is 
that  we  don't  yet  have  tools  to  do  these 
things  in  the  new  environment."  But 
Smigel  concludes,  "While  these  are  impor- 
tant issues,  they  shouldn't  scare  you  away 
from  client/server." 

The  new  enterprise  is  a  learning  enter- 
prise constantly  changing  its  business, 
technology,  and  relationships  to  adapt 
to  changing  business  conditions. 

A  striking  example  is  the  Fed  Ex  case 
cited  earlier.  The  company  uses  12  mea- 
surements of  quality  service  (from  a  cus- 
tomer's perspective)  that  are  tracked  by  the 
system,  reported  on  a  daily  basis,  and  dis- 
tributed to  the  company  as  a  whole  on  a 
weekly  basis.  A  vice  president  is  assigned  to 


: 
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each  category  and  is  responsible  for  initiat- 
ing actions  to  eliminate  those  causes.  As 
Fed  Ex's  Cynthia  Spanglcr  says,  "When  the 
category  has  been  eliminated,  we  move  on 
to  new  categories.  As  soon  as  we  achieve 
success,  we  redefine  success."  Similarly,  Fed 
Ex's  IT  architecture  is  being  retooled  to 
embrace  the  new  developments  in  open, 
client/server  computing. 

For  Kmart's  Carlson,  the  paradigm  shift 
is  bringing  with  it  exciting  times.  "The  tech- 
nology people  are  understanding  the  need 
to  align  themselves  with  the  business.  And 
the  business  people  are  understanding  the 
extraordinary  opportunities  to  transform 
the  business  by  fully  utilizing  the  new  tech- 
nology. I  don't  think  there  has  even  been  a 
more  exciting  time  to  be  involved  in  busi- 
ness and  technology." 

This  special  supplement  was  written  by  Don 
Tapscott  who,  along  with  Art  Caston.  co- 
authored  the  book  Paradigm  Shift,  the  New 
Promise  of  Information  Technology. 


PARADIGM   SHIFT  [3  1] 


r  Edge 
for  EIS  and  Beyond 


The  SAS  System  is  a  new  concept 
in  client/server  softw  are.  It 
delivers  mission-critical  data  to  the 
desktops  of  every  decision  maker... 
and  then  lets  you  turn  data  into  mean- 
ingful information.  Your  servers  not 
only  dole  out  your  data  but  serve  up 
compute  resources  as  w  ell.  Millions  of 
records  can  he  summarized,  and  just 
the  results  delivered  to  the  desktop. 


The  world's  leading  infor- 
mation deliver}  system 
provides  easily  customized 
menus.  Decision  makers  at 
every  level  can  drill  down 
through  your  vast  informa- 
tion reservoir,  determine 
critical  success  factors, 
forecast  trends,  and  more. 
Hundreds  of  applications 
for  analyzing  data  and  for 
generating  reports  are- 
right  at  your  fingertips. 


Sales  Activities 


The  SAS  System's  exclusive 
MultiVendor  Architecture "  means 
you  can  share  data  and  applications i« 
(or  parts  of  applications)  across 
all  your  hardw  are.  Applications  run 
where  it  makes  most  sense  to  run 
them  . . .  allowing  you  to  maximize 
use  of  all  your  computing  resources 
while  protecting  your  existing 
applications  investment 

Call  us  today  at  919-677-8200  foj 
a  free  video,  plus  details  about  a  fret 
software  evaluation. 


M 


SAS  Institute  Inc. 
l'honc919-6"77-820lj 
I  ax  W)-(r-'-Hl25 


The  SAS8  System 

Enterprise  Wide  Information  Delivery 


SAS  is  a  registered  trademark  and  MultiVendor  Architecture  a  trademark  of  SAS  Institute  Inc  Copyright  i  1993b)  SAS  Institute  Inc 


evelopments  to  Watc 


I  D  BY  PETER  COY 


ACHING  OIL-EATING  BACTERIA 
STAY  AFLOAT 


Around  the  pool,  in- 
flatable arm  bands 
that  keep  youngsters  up- 
right can  be  a  lifesaver. 
Now,  researchers  at  the 
University  of  Massachu- 
setts at  Amherst  have 
come  up  with  water 
wings  for  useful  "bugs," 
such  as  oil-eating  bacte- 
ria. Using  gene-splicing 
techniques,  the  research- 
ers isolated  13  genes  re- 
sponsible for  producing 
air-filled  sacs  in  a  float- 
bacterium  called  Halobacterium  halobium.  The  sacs  help 
)  the  sun-loving  bacteria  close  to  the  ocean  surface, 
ast  year,  Shiladitya  Dassarma,  a  professor  of  molecular  ge- 
es, transferred  the  water-wing  genes  to  a  noni'loating  var- 
of  halobacterium.  Presto:  It  sprouted  the  sacs.  In  August, 
sarma  got  a  three-year  grant  from  the  National  Science 
idation  to  transplant  the  genes  into  oil-eaters  that  clean  up 
in  spills— and  thus  let  them  keep  munching  after  others 
3  sunk.  Next  may  come  reengineered  yeast  for  beer-mak- 
Dassarma  says  the  yeast  would  float  to  the  top  of  the  vat 
e  skimmed  off— so  the  beer  wouldn't  have  to  be  filtered. 


2  FTWARE  THAT  HELPS  ULTRASOUND 
I  INT  A  CLEARER  PICTURE 


Jf  omen  in  Saskatoon,  Sask.,  are  getting  a  better  chance 
W  at  conception  with  the  help  of  computer-visualization 
vare.  Ultrasound  images  of  a  woman's  ovaries  are  hard  to 
1  because  they  present  a  grainy,  two-dimensional  image  of 
egg-producing  follicles.  Roger  A.  Pierson,  director  of  the 
•oductive-biology  research  unit  at  the  University  of  Sas- 
hewan,  converts  those  two-dimensional  images  into  easy- 
iderstand  three-dimensional  ones  with  the  help  of  software 
l  Houston-based  Visual  Numerics  Inc.  The  lights  and 
cs  that  represent  peaks  and  valleys  are  converted  into  a 
)hical  image  resembling  a  mountain  range, 
nowing  the  condition  of  a  woman's  follicles  allows  Pierson 
etermine  how  much  medicine  is  needed  to  stimulate  them 
iroduce  eggs.  A  doctor  who  doesn't  know  the  follicles' 
lition  might  underdose  to  avoid  accidentally  overstimulat- 
healthy  follicles,  resulting  in  dangerous  enlargement  of  the 
•ies.  Now,  Pierson  is  experimenting  with  using  the  visual- 
on  software  to  examine  ovarian  cysts  and  tumors  to  tell 
ther  they  are  malignant. 


I  W  THE  TALKING  'TV  TEDDY' 
1  NES  IN 


I!  on't  be  alarmed  one  of  these  days  if  the  teddy  bear  sitting 
next  to  you  on  the  couch  starts  talking  back  to  the  tele- 
v|  m.  It's  probably  a  TV  Teddy  from  inventor  Don  Kings- 
b;  nigh,  who  also  came  up  with  the  popular  Teddy  Ruxpin 
dl  and  Lazer  Tag  game  of  the  1980s.  TV  Teddy  says  whatev- 
ft  he  TV  tells  him  to  say.  A  radio  inside  him  picks  up  signals 
k  i  specially  encoded  videotapes  that  are  broadcast  by  an  at- 


tachment to  the  VCR.  Eventually,  broadcast-TV  programs  may 
beam  the  signals.  TV  Teddy  can  get  a  child  more  involved  with 
a  show  by  commenting  on  the  on-screen  action,  by  singing 
along  with  the  TV  characters,  or  by  asking  questions. 

The  technological  trick  behind  TV  Teddy  is  to  squeeze  the 
messages  into  a  narrow  strip  on  the  left  edge  of  the  screen. 
That  part  is  hidden  by  the  cabinet  of  the  set.  Kingsborough 
says  the  signals  that  make  the  teddy  talk  could  allow  interac- 
tion with  home-electronics  gear  and  computers  as  well.  For 
now,  his  company,  Yes!  Entertainment  Corp.  in  Pleasanton, 
Calif.,  has  its  hands  full  with  TV  Teddy.  It  has  orders  for 
more  than  1  million  of  them,  at  an  estimated  price  of  $69  to 
$89,  but  will  have  only  500,000  to  ship  by  Christmas. 


THIS  CARDIO-VEST  COULD 

GIVE  MORE  HEARTS  A  SECOND  CHANCE 


ore  than  300,000  Americans  die  each  year  of  cardiac  ar- 
irest.  According  to  doctors  at  Johns  Hopkins  Medical 
Institutions  in  Baltimore,  restarting  the  heart  by  pressing 
rhythmically  on  the  chest— known  as  cardiopulmonary  resusci- 
tation—is successful  only  about  15%  of  the  time.  So  a  team  at 
Johns  Hopkins  has  been  working  since  1981  on  a  vest  that  sur- 
rounds the  torso  like  a  giant  blood-pressure  cuff.  Doctors 
there  estimate  that  it  can  restart  the  heart  at  least  twice  as 
often  as  manual  CPR,  with  less  injury  to  patients'  ribs,  lungs, 
and  livers.  The  latest  version  covers  a  larger  portion  of  the 
chest  than  earlier  ones  and  doesn't  completely  release  the 
pressure  between  squeezes. 

Hopkins  is  seeking  Food  &  Drug  Administration  approval  to 
test  the  vest  on  400  patients  at  several  medical  centers.  A 
company  called  CardioLogic  Systems  Inc.,  which  is  part-owned 
by  the  Hopkins  inventors,  plans  to  manufacture  and  sell  the 
vests  once  they  receive  an  FDA  O.K.  Hopkins'  involvement  is 
no  surprise:  Modern  methods  of  manual  CPR  were  pioneered  at 
the  medical  center  in  the  late  1950s. 


LASERS  TO  THE  RESCUE 
OF  STIFF,  PAINFUL  WRISTS 


Will  lasers  become 
an  office  worker's 
best  friend?  Lasermed- 
ics  Inc.  in  Stafford,  Tex., 
hopes  so.  It  wants  to  zap 
carpal-tunnel  syndrome, 
the  painful  condition 
caused  by  repetitive 
hand  motions,  with  laser 
light.  The  syndrome  can 
plague  anyone  who 
works  at  a  keyboard  or 
on  an  assembly  line. 
Overworked  tendons  of 
the  wrist  swell,  pinching 
the  nerves  into  the  palm.  The  usual  treatments  are  anti-inflam- 
matory drugs,  hand  splints,  or  surgery.  Lasermedics  says  its 
approach  is  cheap,  painless,  and  may  speed  healing. 

The  doctor  or  therapist  holds  a  flashlight-like  laser  against 
the  wrist  for  33  seconds  at  three  points  every  other  day  for 
five  weeks.  According  to  Lasermedics,  the  low-power  light  ac- 
tivates pain-numbing  endorphins,  opens  up  blood  vessels,  and 
lets  tendons  glide  freely.  A  recent  study  of  160  General  Motors 
Corp.  workers  yielded  promising  results,  a  preliminary  analy- 
sis found.  Pending  FDA  approval,  Lasermedics  hopes  to  begin 
selling  the  devices  next  year,  at  up  to  $8,000  each. 
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REGULATION  I 


GETTING  THE  LEAD  OUT 
AT  THE  FDA 


Kessler  promised  to  reshape  the  agency.  How's  he  doing? 


The  event  was  a  study  in  how  much 
a  hidebound  federal  agency  can 
change.  A  clinical  trial  published 
in  September,  1992,  proved  that  Vasotec, 
a  Merck  &  Co.  drug  that  treats  severe 
heart  problems,  also  helps  victims  of 
milder  heart  ailments.  To  be  approved 
for  the  new  use,  the  drug  normally 
would  have  endured  a  lengthy  review 

at  the  Food  &  Drug  Ad-  — 

ministra-  ifo 


companies  will  get  their  devices  and 
drugs  to  market  sooner,  giving  such 
products  more  moneymaking  years  he- 
fore  their  lucrative  patents  expire.  Suc- 
cess could  also  make  the  FDA  a  model 
for  Vice-President  Al  (lore's  plan  to 
streamline  the  federal  bureaucracy. 

FDA  officials  warn  against  expecting 
too  much  too  soon.  "In  companies,  this 
kind  of  change  takes  at  least  six  years— 
and  in  government  it  may  take  longer," 
says  former  Booz,  Allen  &  Hamilton  Inc. 
consultant  Mary  Jo  Veverka,  now  the 
FDA's  deputy  commissioner  for  manage- 


shoddy  manufacturing,  in  fewer  than  i 
days  instead  of  100.  Biotech  drug  - 
viewers  are  whittling  away  at  applil 
tions  that  have  lingered  for  up  to  fk 
years.  Regulations,  such  as  the  mass£ 
1992  rewrite  of  food-labeling  rules,  ; 
being  issued  on  time  instead  of  yeigt' 
late.  And  after  winning  congressioJ 
approval  to  bill  companies  $100,000  u 
each  drug  evaluation,  Kessler  raised  m 
budget  8.7%  this  year,  to  $826  millijj 
and  began  hiring  enough  extra  re  vie 
ers  to  cut  average  drug  approval  tip 
from  22  months  to  12  by  1997.  "Tb 
changes  have  been  excellent  first  step" 
says  Kenneth  P.  Berkowitz,  a  vice  pr 
ident  at  drugmaker  Hoffmann-La  Ro< 
Inc.  "Kessler  has  planted  the  seeds  fof' 
more  effective  FDA." 

It's  hard  to  make  such  gains  wit  Ik 
pain,  of  course.  Some  highly  regard  I 
senior  officials  have  left  or  been  forqti- 
out.  And  many  career  staffers  res< 
the  implication  that  they  were  bumblfai 
managers  before  Kessler  arrived,  "pi: 
least  we've  managed  to  train  David  3 


i 


tion.  But  this 
time,  the  FDA  moved 
swiftly.  Before  Merck 
could  file  an  application, 
FDA  reviewers  got  test 
data  from  the  National  In- 
stitutes of  Health,  started 
the  regulatory  process, 
and  in  six  months  were 
ready  to  grant  approval. 
"We've  never  done  that 
before,"  says  Dr.  Robert 
J.  Temple,  a  top  official  at 
the  FDA's  Center  for  Drug 
Evaluation  &  Research. 
backlog.  That's  becoming 
a  refrain  at  the  FDA.  For 
years,  the  agency  whose 
proudest  accomplishment 
was  keeping  thalidomide 
off  the  U.  S.  market  in  the  1900s  seemed 
to  nurture  inaction.  But  in  1990,  Dr.  Da- 
vid A.  Kessler  became  commissioner  on 
the  heels  of  a  scandal  involving  fraudu- 
lent applications  for  generic  dings.  Kess- 
ler promised  a  transformation,  and  in 
short  order  restored  the  agency's  cred- 
ibility by  cracking  down  on  everything 
from  falsely  labeled  "fresh"  orange  juice 
to  potentially  dangerous  breast  implants. 
Next,  he  has  borrowed  what  he  calls 
"the  best  practices  of  the  private  sector" 
to  tackle  the  vastly  harder  job  of  mak- 
ing the  agency  a  more  efficient  regula- 
tor. If  his  strategy  pays  off,  thousands  of 


KESSLER  S  ACTIONS 


►  Added  new  layer  of  deputy  commissics 
to  help  run  the  agency  when  the  commissi, 
is  occupied  with  crises  or  other  business.  | , 

►  Reorganized  the  FDA's  centers  for  bic 
and  foods  around  products,  not  scientific 
disciplines,  to  focus  on  product  approval 

►  Now  has  similar  divisions,  such  as  one: 
within  different  FDA  centers  work  togetru 
instead  of  autonomously. 

►  To  speed  enforcement  actions  and  dru 
reviews,  has  given  field  offices  and  lowei: 
managers  more  authority. 


►  Pushed  through  a  plan  to  collect  millioa; 
fees  to  pay  for  620  new  reviewers  and  sm 
drug  approvals. 


►  Has  goaded  companies  into  submitting 
better  drug  applications  by  refusing  to  a< 
substandard  ones. 


ment  and  systems.  Some  agency-watch- 
ers, fed  up  with  continuing  delays  in 
approval  of  medical  devices  and  other 
products,  are  downright  downbeat.  "It's 
all  smoke  and  mirrors,"  scoffs  one  in- 
fluential food-and-drug  attorney.  "The 
FDA  is  more  poorly  managed  today  than 
at  any  time  in  the  past  30  years." 

The  evidence,  however,  suggests  oth- 
erwise. Giving  the  fda's  21  field  offices 
more  authority  and  cutting  down  on 
headquarters  reviews  has  sped  up  en- 
forcement: The  agency  now  cranks  out 
requests  for  injunctions,  such  as  a  recent 
one  against  Warner-Lambert  Co.  alleging 


say  that  he  wants  to  make  the  pkf^, 
even  better,  instead  of  implying  we  w( 
a  bunch  of  jerks,"  comments  one  top 
ficial.  Still,  even  the  most  entrench 
bureaucrats  agree  that  the  fda's  stnf. 
tore  badly  needed  fixing. 

The  problems  started  at  the  top.  "T|1(, 
first  day  I  got  here,  I  was  called  to  t[; 
Health  &  Human  Services  Dept.  [t 
fda's  parent],"  says  Kessler.  "For 
whole  day,  nothing  else  got  done." 
he  installed  five  deputies  to  oversee  p 
icy,  manage  crises,  deal  with  Congn 
and  the  outside  world,  handle  day- 
dav  operations,  and  revamp  the  agenc, , 
 1 
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SCIENCE  &  TECHNO: 


Now  When  You  Change  Jobs, 
You  Don't  Have  To  Leave 
Your  Investment  Strategy  Behind. 


Roll  over  your  retirement  distribution  to  Sehwab  and  you  can  take 
advantage  of  investments  similar  to  those  you  currently  enjoy. 

•  Our  Mutual  Fund  OneSource  service  offers  over  200 
well-known  mutual  funds  with  no  loads  and  no  transaction 
fees  -  so  you'll  find  more  choices  to  match  your  goals. 

•  With  our  No-Fee  IRA,  you'll  never  pay  an  annual  fee  for  the 
life  of  your  account  if  your  assets  reach  $10,000  or  more  by 
September  15, 1994. 

•  Our  free  Guide  to  Maximizing  Your  Retirement  Plan  Distribution 
explains  your  alternatives  and  how  to  save  on  taxes  by  avoid- 
ing the  20%  withholding  tax. 

Call  1-800-442-5111  ext.  59. 

Charles  Schwab 

Helping  Investors  Help  Themselves" 

We  will  provide  you  with  a  tree  prospectus  for  any  fund  available 
through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Some  kinds  may  charge  12b-]  lecs  in  excess  ol  0.25%. 
Maintenance  lees  lor  special  assets  such  as  limited  partnerships  and  promissory  notes  siill  apply 
©1993  Charles  Schwab  e\r  Co.,  Inc.    Member  SIPC  /NYSE 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


"I'm  a  vice  president  because  1  sold  22.000  gizmos 
this  year.  How'd  you  become  a  v.p.V 


"I  made  a  grcul  deal  on  the  200,000 
gizmos  i/ou  didn 't  sell  last  year. " 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today. ..student  opportunity  tomorrow 
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been  for  the  reorganization,"  says  center 
director  Fred  R.  Shank. 

The  FDA's  new  emphasis  on  moving 
the  freight  has  also  overturned  long- 
standing practices  in  the  field.  In  the 
past,  says  New  York  District  Director 
Edward  T.  Warner,  the  FDA's  six  re- 
gional offices  tried  to  cover  the  water- 
front on  the  theory  that  every  indus- 
try the  fda  oversees  needs  close 
attention.  "One  of  the  things  we've 
learned  from  Dr.  Kessler  is  focus  and 
planning,"  says  Warner.  "Rather  than 
trying  to  take  on  60  industries  simulta- 
neously and  overextending  ourselves, 
we  are  drawing  priorities."  In  Warner's 
district,  that  has  meant  fewer  checks  of 
food  warehouses  and  cosmetic  compa- 
nies and  tighter  scrutiny  of  generic 
drugmakers  and  the  smoked-fish  indus- 
try, where  contamination  can  mean  food 
poisoning.  Coupled  with  more  authority 
and  faster  action  at  headquarters,  this 
"means  I'm  able  to  make  better  use  of 
my  resources,"  says  Warner. 

At  the  same  time,  the  FDA  is  fixing 
countless  little  things.  Consider  commu- 
nications. "Information  is  the  agency's 
lifeblood,  but  they've  been  ages  behind 
in  computer  and  communications  technol- 
ogy," says  Dr.  Cheryl  F.  Graham,  for- 


mer  director  of  the  Drug  Marketing, 
Advertising  &  Communications  Div.  Ve- 
verka  counted  it  a  triumph  when  staff- 
ers figured  out  how  to  address  one  an- 
other over  what  she  calls  the  agency's 
"Tower  of  Babel"— six  different  E-mail  ■ 
systems.  Then  there's  the  matter  of  the 
forms  companies  must  fill  out  to  report 
adverse  reactions  to  drugs  or  other 
products.  Each  center  had  its  own  form 


Even  the  most  entrenched 
bureaucrats  acknowledge 
that  the  FDA's  structure 
badly  needed  fixing 


and  requirements.  Kessler  has  made 
them  all  the  same.  "It  sounds  so  simple," 
he  says.  "But  anyone  who  has  been  in 
the  federal  government  knows  these  are 
the  real  challenges." 

Plenty  more  lie  ahead.  One  big  differ- 
ence between  a  company  and  the  fda, 
for  instance,  is  that  agency  officials  man- 
age exclusively  by  head  count,  not  the 
dollar  size  of  their  payroll.  In  other 


words,  Congress  gives  them  a  certa 
number  of  staff,  not  just  a  budget.  A:'tt 
result,  expensive  scientists  may  £fc 
hired  when  cheaper  technicians  coid 
do.  Veverka  has  a  plan  to  manage  / 
payroll,  which  might  require  some  t<i 
level  retraining.  "The  agency's  not  reafl 
for  it  yet,"  she  says.  "We  basically  hal 
scientific  managers  who  don't  even  kntt 
their  own  payroll  costs." 

Such  constraints  mean  that  FDA  ml 
agement  still  is  a  long  way  from  rivalil 
the  private  sector's  best.  What's  mop 
some  execs  in  regulated  companies  q- 
like  some  of  the  changes  so  far.  Sol- 
former  fda  officials  among  these  * 
that  giving  field  offices  more  authoril 
for  example,  has  made  enforcemA 
more  arbitrary.  And  so  far,  the  revaiwt 
ing  of  the  Center  for  Devices,  tarnisnf 
by  heart-valve  and  breast-implant  cxj- 
troversies,  has  resulted  mainly  in  slo™ 
approvals  of  products.  But  overall,  mil 
observers  agree,  Kessler's  FDA  has  defe| 
onstrated  that,  even  in  government,  m 
cessity  can  be  the  mother  of  reinv« 
tion.  Says  Carl  B.  Feldbaum,  presid« 
of  the  Biotechnology  Industry  Organija 
tion:  "Kessler  has  brought  the  FDA  in! 
the  20th  century." 

By  John  Carey  in  Was/iingtm 


Our  Executive  Education  Programs  Provide 
A  Well-Rounded  Perspective, 

THUNDERBIRD  The  American  Graduate  School  of  International  Management 


The  increasing  globalization  of  the  busine 
sector  has  created  a  growing  need  for 
managers  who  understand  the  international 
aspects  of  both  their  firm  and  their  industry. 

Tap  the  resources  of  Thunderbird, 
which  has  been  dedicated  to  international 
management  education  since  1946,  and 
learn  how  to  profit  in  a  global  marketplace. 
•  Executive  Master  of  International 

Management  Degree  -  Two  year 

program  on  alternate  weekends 


THUNDERBIRD 

THE  AUTHORITY 
ON  GLOBAL  EDUCATION 


Executive  Development  Programs  - 

International  management  topics  and 
industry-specific  programs 

•  Tailored  Programs  &  Intensive 
Language  Training  -  One  day  to  one 
semester,  on  campus  or  in  company, 
ten  languages 

•  Thunderbird  International 
Consortium  -  A  cooperative,  educational 

illiance  of  global  firms 


Time's  a  World  of  Difference 


Thunderbird  Executive  Training  Center  •  The  American  Graduate  School  of  International  Management 
^2  19  North  59th  Avenue  •  Glendale.  Arizona  85306-6004  U.S.A.  •  Telephone  602-978-7820  •  Fax:  602-439^851  •  Telex  187123 

MEMBER  OF  AACSB 


r 
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SURVIVIN 
THIjS  PEAC 


The  1993  Business  Week 
Defense  Conversion  Roundtable 

Surviving  the  Peace:  The  Conversion  and  Realignment  of  the  Defense  Industry 

Date:  Tuesday,  November  30  and  Wednesday,  December  1 ,  1 993 
Place:  The  Regent  Beverly  Wilshire  Hotel,  Los  Angeles,  California 


■esented  in  association  with: 

hunderbird,  t  h  e  american 
raduate  School  of 
iternational  management 


d  with  the  support  of: 
emini  Consulting 


:xecutivE 

ROGRAMS 

^^^^ 


■ight  1993  McGraw-Hill,  Inc. 


Post  Cold  War. 
The  Russians  aren't  coming. 

Now  the  international  aerospace  and 
defense  industry  is  facing  its  greatest 
challenge  ever:  to  adapt. 

At  this  crucial  juncture,  Business  Week 
is  proud  to  host  the  1993  Defense 
Conversion  Roundtable- Surviving  the 
Peace:  The  Conversion  and  Realignment 
of  the  Defense  Industry.  For  senior 
executives,  this  conference  is  a  one-of- 
a-kind  opportunity  to  discuss  ideas, 
compare  strategies  and  meet  potential 
partners  for  the  massive  restructuring 
of  the  international  defense  sector. 


For  corporate  sponsors,  this  is  an 
opportunity  to  make  direct  contact 
with  industry  leaders.  And  do  more 
than  survive.  Thrive. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
information,  please  call  William  H. 
DeGraff,  Director  of  Sales,  Strategic- 
Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence 


From  Sao  Paulo  to  Singapore,  more  people  aroi 


BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  years 
in  Asia  and  75  years  in  Latin  America.  BECAUSE  Citibank  has  the  largest  worldwide  branch 
network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  today.  |g 


ii  world  choose  Citibank  than  any  other  bank. 


I  E  C  A  U  S  E  Citibank  is  the  leading  global  private  bank,  providing 
nvestment  management  services  with  a  distinctly  international  focus. 

IECAUSE     THE     CITI     NEVER     SLEEPS .  Of  I  IdAN\%9 


CORPORATE  AMERICA 


Many  companies  are 
demanding  that 
executive  education 
achieve  specific, 
real-world  goals 


With  its  proposed  takeover 
of  Tele-Communications  Inc., 
Bell  Atlantic  Corp.  has  dem- 
onstrated that  it's  bent  on  breaking  the 
phone-company  mold.  And  as  it  pulls 
into  the  fast  lane  on  the  information  su- 
perhighway, the  Baby  Bell's  middle  man- 
agers can  ill  afford  the  complacency  that 
is  a  legacy  of  their  days  as  part  of  the 
American  Telephone  &  Telegraph  Co. 
monopoly. 

To  break  tradition  and  embrace  a  new 
culture  of  change,  the  company's  execu- 
tives have  gathered  in  a  classroom  at 
the  University  of  Pennsylvania's  Whar- 
ton School.  They're  debating  the  wis- 
dom of  challenging  the  boss.  "I  can  dis- 
agree all  the  way  up  to  the  president," 
claims  one  manager.  Retorts  another: 
"Once."  Laughter  fills  the  room. 

Like  Bell  Atlantic,  many  companies 
these  days  are  using  executive  education 
to  meet  specific  strategic  goals  or  trans- 
form corporate  culture.  Ford  Motor  Co. 
managers  are  being  instructed  in  how  to 
become  more  customer-responsive.  Glaxo 
Inc.  is  using  education  to  teach  execu- 
tives new  leadership  skills.  General  Elec- 
tric Co.  is  sending  managers  to  school  to 
learn  how  to  develop  markets  in  fast- 
growing  economies  such  as  those  of  In- 
donesia and  Malaysia.  "Executive  educa- 
tion is  increasingly  being  used  as  a 
management  tool  to  accomplish  business 
objectives,"  says  Robert  E.  Mittelstaedt 
•Jr.,  vice-dean  at  the  Wharton  School. 
LINKAGE.  The  trend  is  forcing  compa- 
nies, B-schools,  and  consulting  firms  to 
alter  their  approaches.  Organizational 
transformation  is  replacing  a  focus  on 
personal  development.  "Companies  defi- 
nitely have  in  mind  some  things  they'd 
like  to  change,  and  in  many  cases  it's  a 
change  in  culture."  says  Thomas  Keller, 
dean  of  Duke  University's  Fuqua  School. 
Seeking  to  link  education  with  spe- 


cific real-world  goals,  companies  are 
sending  fewer  managers  to  off-the-shelf 
programs— a  change  that  may  be  causing 
many  B-schools  to  lose  participants.  Cor- 
porate customers,  which  spend  nearly 
$15  billion  a  year  on  formal  training  pro- 
grams for  managers  and  professionals, 
are  demanding  that  learning  lead  to  im- 
mediate changes  on  the  job.  Some  com- 
panies are  sticking  with  business  schools 
for  custom  programs,  such  as  the  one 
for  Bell  Atlantic  at  Wharton.  The  school 
now  draws  half  its  executive-education 
revenues  from  such  custom  programs. 
Others  are  designing  their  own  in-house 
courses,  often  cherry-picking  some  of 


the  best  professors  and  consultants 
teach  them  (page  105). 

Still  others  are  launching  full-fledgc  ^ 
internal  schools,  smaller  versions  of  GE 
famous  Management  Development  II 
stitute  in  Crotonville,  N.Y.,  or  Motoro 
University.  "More  companies  are  launc 
ing  their  own  corporate  universities,  m 
as  a  building  or  campus  but  as  a  lean 
ing  process,"  says  Jeanne  C.  Meister,  e 
consultant  who  recently  studied  edue 
tional  efforts  at  30  corporations,  inclui 
ing  American  Express  and  Intel. 

The  goal:  to  use  education  and  trail 
ing  to  shake  up  bureaucracies  and  gh 
meaning  to  today's  managerial  buz 
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Is  and  missions.  Consider  Bell  Atlan- 
The  company  has  sent  about  150 
igers  to  Wharton  since  late  1992, 
the  objective  of  making  them  more 
jntable  and  more  aggressive, 
ice  there,  they  discuss  "managing 
ambiguous  authority"  and  study  the 
zing  telecommunications  network, 
they  challenge  one  another.  "If  you 
ed  here  for  five  years  and  you  didn't 
anything,  then  you  pretty  much 
i  job  for  life,"  says  Eileen  Foreman, 
j  Atlantic's  manager  of  management 
ition.  "We  want  to  encourage  people 
tallenge  assumptions,  to  be  critical 
:ers,  and  to  break  the  rules." 


Ford  has  been  using  education  to  en- 
courage cooperation  across  disciplines. 
Ford  managers  break  into  "multidiscipli- 
nary"  groups  to  delve  into  such  issues 
as  marketing  to  women  and  the  rela- 
tionship between  employee  and  custom- 
er satisfaction  during  a  10-day-long  pro- 
gram held  at  Duke  University.  The 
idea:  As  managers  debate  the  real- 
world  issues  they  deal  with  back  at 
work,  they  should  be  able  to  break  out 
of  their  own  narrow  mindsets.  "The 
program  helps  develop  product-orient- 
ed mark-eting  people  and  marketing- 
oriented  product  people,"  says  Basil 
J.  Coughlan,  vice-president  for  North 


American  marketing  operations  at  Ford. 

Some  companies  have  begun  using  so- 
called  action  learning:  Instead  of  pas- 
sively sitting  through  lectures,  managers 
engage  in  a  series  of  team-building  exer- 
cises and  projects  tied  to  real  issues.  In 
an  in-house  program,  Cigna  Corp.  puts 
together  teams  of  a  dozen  managers  for 
a  month  of  intensive  training.  One  re- 
cent group  studied  the  strategic  direc- 
tion of  one  of  the  insurance  company's 
key  business  units.  "We  take  what  we 
consider-  our  biggest  business  challenges, 
and  a  group  of  really  talented  people, 
and  expect  that  they  will  take  a  fresh 
look  at  the  issues,"  says  Marilyn  Gard- 
ner, vice-president  for  corporate  training. 
"VERY  real,"  Cigna's  managers  spend 
the  initial  week  getting  to  know  the 
business  they'll  be  delving  into.  Then 
smaller  groups  fan  out  across  the  U.  S. 
to  conduct  interviews  with  customers, 
competitors,  agents,  brokers,  and  em- 
ployees. When  they  return,  they  spend  a 
week  sifting  through  data  and  coordi- 
nating their  research.  The  final  leg  of 
the  month-long  session  is  used  to  pro 
duce  recommendations  that  are  present- 
ed to  senior  management.  Instead  of 
poring  over  old,  static  case  studies  of 
problems  at  other  companies,  the  execu- 
tive students  grapple  with  challenges 
that  confront  Cigna.  "The  combination 
of  academics  and  [application]  to  a  Cigna 
business  issue  made  it  very  real  to  me," 
says  David  A.  Cordon,  a  vice-president 
who  went  through  the  program. 

Ameritech  Corp.,  now  putting  its  top 
1,000  managers  through  intense  off-site 
workshops,  even  sends  executives  to 
work  for  an  afternoon  in  soup  kitchens, 
housing  projects,  and  AIDS  clinics,  all  as 
team-building  exercises.  It  also  invites 
customers  into  classrooms  to  tell  it  like 
it  is,  giving  managers  a  chance  to  hear 
complaints  face-to-face.  After  three  days, 
managers  lead  their  own  employees 
through  the  same  exercises. 

That's  key  in  the  effort  to  give  execu- 
tive education  the  impact  to  change  a 
company.  Making  Ameritech's  managers 
accountable  for  teaching  others  forces 
them  to  take  these  programs  more  seri- 
ously. "There  has  to  be  total  commitment, 
otherwise  it  becomes  a  flavor  of  the 
month,"  says  Ameritech  President  Rich- 
ard C.  Notebaert,  who  has  attended  18  of 
the  company's  20  educational  sessions. 

Motorola  Inc.,  long  regarded  as  a  lead- 
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er  in  executive  education,  also  recruits 
its  executives  as  teachers  in  its  in-house 
programs.  "When  you  have  to  teach, 
you  are  forced  to  learn  the  greater  nu- 
ances and  details  of  the  changes  you 
arc  asking  people  to  make,"  says  William 
Wiggenhorn,  president  of  Motorola  Uni- 
versity. And  a  course  taught  by  the  boss 
is  bound  to  have  more  weight  than  one 
led  by  a  professor  or  consultant. 


That  sort  of  commitment  from  the 
top  is  a  must— but  it's  just  a  start.  A 
class,  no  matter  how  focused  and  no 
matter  who  teaches  it,  cannot  transform 
a  company.  "You  probably  can't  turn  a 
culture  around  with  an  educational  pro- 
gram alone,  but  when  a  program  is  tied 
directly  to  strategy,  it  does  make  a  dif- 
ference," says  Joseph  L.  Galameau,  exec- 
utive-education director  at  AT&T. 


Employees  will  only  change  if  the; 
given  real  incentives  to  do  so.  "Ultima 
ly,  training  will  die  if  you  don't  get  L 
numbers  of  people  involved  and  d< 
change  some  of  your  rewards  and  sti 
tures,"  says  Jay  Conger,  a  professor 
McGill  University.  Sounds  like  prel 
good,  if  familiar,  advice:  Practice  wl 
you  preach. 

By  Lori  Bmujiorno  in  Philadelp, 


20  LEADING  INSTITUTIONS  FOR  EXECUTIVE  EDUCATION 


Executive-education  enrollment  is  off  at  many  business  schools  and 
other  institutions.  This  year,  for  example,  trie  University  of  Michi- 
gan's participants  fell  to  5,170  from  5,530  two  years  ago.  And 
1,610  executives  participated  in  Duke  University's  Fuqua  School's  pro- 
grams, down  from  2,500  in  1991.  Possible  reasons?  Tough  eco- 


nomic times  have  caused  some  companies  to  cut  their  spending  or 
education,  and  downsizing  has  left  many  with  fewer  managers  tc 
train.  Still  others  are  keeping  executive  education  in-house.  But  foi 
companies  that  still  have  money  to  spend  at  business  schools 
there  are  some  impressive  new  additions  at  the  schools  below. 


School 


Annual  revenues  Customized 
Millions  programs' 


Participants    What's  new 


ASHRIDGE  MANAGEMENT 

HERTFORDSHIRE,  U.K. 

$10.5 

55% 

4,420 

Forum  for  women  managers;  launched  two  human-resources  seminars;  sends 
managers  to  a  developing  country  for  1  2  days 

BABS0N 

BABS0N  PARK,  MASS. 

3.3 

50 

1,150 

Offers  seminar  for  managers  moving  from  technical  to  managerial  roles; 
program  with  Ashridge  prepares  executives  for  jobs  with  global  focus 

CENTER  FOR  CREATIVE 
LEADERSHIP  GREENSBORO,  N.C. 

21.2 

31 

14,800 

Added  leadership  seminars  for  downsized  organizations,  entrepreneurs, 

i                   •              i  i- 
and  managers  trying  to  emphasize  quality 

COLUMBIA 

NEW  YORK 

8.0 

29 

1,800 

Added  courses  on  building  teams,  creating  the  customer-oriented  company; 
also  installed  action  plans  in  human-resources  seminar 

DARTMOUTH  (Tuck) 

HANOVER,  N.H. 

2.0 

0 

300 

MBA  Update  2000  introduces  executives  to  newest  management  ideas; 
program  on  "core  competencies"  for  managers  with  strategy- ievel  responsibilities 

DUKE  (Fuqua) 
DURHAM,  N.C. 

7.3 

47 

1,610 

Two  new  seminars  for  midsize  companies — for  general  management  and  for 
developing  European  initiatives;  exported  management  program  to  St.  Petersburg 

HARVARD 

BOSTON 

25.&" 

1" 

1,620" 

Launched  workshop  for  CEOs  to  improve  effectiveness  of  their  boards;  seminar 
prepares  chiefs  and  their  direct  subordinates  for  strategic  change 

IHSEAD 

FONTAINEBLEAU,  FRANCE 

20.2 

30 

2,490 

Added  pair  of  leadership  seminars  for  top  executives;  strategy  course  for 
Eastern  Europe  looks  at  political  and  economic  changes  andcultural  challenges 

MIT  (Sloan) 
CAMBRIDGE 

9.0 

5 

1,010 

Partnership  with  1  1  U.S.  companies  explores  critical  factors  in  world-class 
manufacturing — companies  include  Boeing,  Chrysler,  and  Hewlett-Packard 

H0RTHWESTERH  (Kellogg) 
EVANST0N,  ILL 

11.2 

28 

3,280 

Adopted  alternative  format  for  advanced  executive  program  that  meets  twice  a 
month  from  September  to  May  instead  of  for  four  weeks  straight 

IMD 

LAUSANNE,  SWITZERLAND 

15.8" 

20" 

2,000 

Extensive  program  for  owners  and  top-level  managers  of  midsize  companies 
meets  for  two  separate  1  2-day  periods 

LONDON  BUSINESS 
SCHOOL  LONDON 

8.7 

40 

1,880 

Gary  Hamel  directs  strategy  seminar  for  top  executives;  medical  marketing 
program  with  UCLA  features  professors  from  both  sides  of  the  Atlantic 

PENN  STATE  (Smeal) 
UNIVERSITY  PARK 

4.3" 

45 

1,010 

Five-day  general  management  program  for  middle  managers  includes  feedback 
from  colleagues  to  help  managers  assess  strengths  and  weaknesses 

STANFORD 

STANFORD,  CALIF. 

7.2" 

0 

600 

Joint  program  with  Monterrey  Institute  of  Technology  in  Mexico  co-taught  by 
Mexico  faculty  emphasizes  cooperation  and  trade  in  North  America 

UCLA  (Anderson) 
LOS  ANGELES 

4.0 

25 

1,220 

Added  executive  programs  for  Korean  and  Malaysian  companies;  teaches 
corporate  finance  to  Mexican  executives 

MICHIGAN 

ANN  ARBOR 

19.0 

20 

5,170 

Joint  program  with  IESE  in  Barcelona  will  be  held  in  Switzerland  for  the  first  time 
in  1 994  to  prepare  managers  for  global  competition 

NORTH  CAROLINA 

(Kfnan-Flagler)  CHAPEL  HILL 

2.8" 

36 

1,280 

Offers  manager-development  seminar  for  middle  managers  who  want  to 
strengthen  cross-functional  skills  and  prepare  for  future  leadership  roles 

PENNSYLVAHIA  (Wharton) 
PHILADELPHIA 

17.0 

50 

4,200 

A  Director's  Institute  formed  with  Spencer  Stuart  Assoc.  will  offer  first  two-day 
session  in  December  to  help  directors  do  their  boardroom  jobs  better 

S0UTHERH  CALIFORNIA 

LOS  ANGELES 

3.5 

28 

3,4 10 

Executive  briefing  series  features  day-long  presentations  by  some  of  USC's  most 
famous  professors — including  Warren  Bennis  and  Edward  E.  Lawler  III 

VIRGINIA  (Darden) 

9.3 

20 

2,000 

Teaches  general  management  to  scientists  and  engineers;  offers  program  for 

10! 
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'Percent  of  revenues  from  progroms  designed  specifically  for  client  companies  "BUSINESS  WEEK  estimates 


DATA  BUSINESS  WEEK  (RESEARCH  BY  JUDI  CROWE  AND  ANDREW  WALLENSTEINI 
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>re  companies  are  bringing  teachers  to  the  office 


If! 

N 


hen  Dow  Chemical  Co.  decid- 
ed to  use  executive  education 
as  a  tool  to  help  achieve  its 
ti  tegic  objectives,  the  company  sin  >]  >\ >e<  1 
a  and  at  nearly  all  the  top  business 
I  K)ls.  Unsatisfied  that  any  school  could 
1  ver  the  kind  of  program  it  wanted, 
m.f  decided  on  a  little  home  schooling, 
'j  he  company  scouted  out  the  best  B- 
i  )ol  professors  it  could  find  and 
q  lght  them  in  to  teach  its  managers 
a]  executives  in  corporate  classrooms. 
Ij  :  Dow,  a  growing  number  of  corpora- 
tj  s,  from  American  Telephone  &  Tele- 
n  oh  to  Glaxo,  are  discovering  they 
I  cherry-pick  top  experts  and  plop 
fa  n  into  their  own  programs. 

ompanies  like  the  in-house  approach 
|;iiuse  it  lets  them  tailor  executive  ed- 
1  ,ion  to  specific  company  issues  or 
lis.  "Universities  are  wonderful  places 
ft  individual  development,"  says  An- 
il iy  J.  Fresina  of  Executive  Knowl- 
d  3  Works,  a  consultancy  that  helps 
■jpanies  design  in-house  curriculums 
a;-  hire  business-school  professors  to 
tfl  h  them.  "But  you  can't  focus  and 
m  i  a  company  in  those  places."  Of 
6t  se,  business  schools  have  tried  for 
yi  s  to  help  big  corporate  clients  make 
e|  utive  education  more  useful  by  de- 
si  ing  customized  programs.  But  com- 
jji-es  are  opting  to  create  their  own 
el -  ses  because  they  can  cast  a  wider 
a<  or  the  best  faculty— at  lower 
cc  AT&T  estimates  that  in-house 
fflrams  save  about  $2,000  per 
si  ent. 

M  ity  check.  Executives  at  Dow 
Cj  nical  were  frustrated  by  the 
la  of  real-world  practicality  in 
tr  itional  executive-education 
pr  rams.  When  its  managers  re- 
tu  ed  from  general-enrollment 
pr  rams  at  business  schools,  they 
ofi  i  were  unable  to  say  how 
th  would  approach  their  jobs 
dil  -ently,  says  Larry  Ward,  man- 
ag  of  executive  development. 
It  up  to  them  to  make  a  connec- 
H  between  what  happened  at 
Hi  rard  and  what's  happening  at 
D<  ,"  says  Ward.  "They  need  to 
in  ;  the  linkage,  and  it's  an  ef- 
p  for  them." 

>w  wanted  to  make  its  execu- 
te more  responsive  to  custom- 
er So  it  created  an  in-house  Ex- 


ec 


ve  Leadership  Series.  The 


:eport 


2!i-day  seminar  brings 
25  Dow  managers  to- 
gether with  five  major 
customers,  including 
companies  such  as 
Hewlett-Packard  Co. 
and  Rubbermaid  Inc., 
along  with  professors 
from  business  schools  at 
the  University  of  Michigan,  the 
University  of  Southern  Californi 
and   the   London  Business 
School.  Some  300  manag- 
ers have  been  through  11 
sessions  since  1990. 
"It  changed  my  view 
of  the  company  a 
bit,"  says  James  A. 
Cederna,   a  group 
business      director  S 
who  participated  in  a 
1992  session.  "Many  of 
us  are  in  charge  of  run- 
ning divisions,  but  this  was 
a  more  concentrated  way  of 
looking  at  the  total." 

Of  course,  there  are  pit-  j 
falls  to  professor-picking. 
Some  companies  opt 
to  showcase  stars  of 
the  B-school  panthe-  ;f555 
on.   Critics   argue  ' 
that   at    rates  as 
high  as  $20,000  per 


day,  these  profs  rush  in  for  guest  ap- 
pearances, seldom  getting  to  know  the 
company  or-  its  problems.  "Some  [profes- 
sors] are  up  for  the  one-night 
stands  and  some  are  much  more 
interested  in  long-term,  ongo- 
ing relationships,"  says  Dean 
Kropp,  a  professor  at  Wash- 
ington University's  John  M. 
Olin  School  of  Business. 
The  savvier  companies,  such  as 
Champion  International  Corp.,  fa- 
vor experts  with  less  marquee  val- 
ue, figuring  they're  more  likely 
to  study  the  company  and  play 
an  instrumental  role  in  imple- 
menting changes.  These  profes- 
sors typically  charge  $5,000  to 
$12,000  per  day,  depending  on 
how  much  preparation  and  travel- 
ing they  must  do. 
enthusiasm.  Champion's  most 
recent  program  featured  the 
University  of  Michigan's  David 
Ulrich,  a  human-resources  ex- 
pert, and  Vijay  Govindarajan,  a 
professor  at  Darmouth  Univer- 
sity's Amos  Tuck  School  of 
Business  who  teaches 
strategic  cost  man- 
agement. They 


THE  PICK  OF  THE  B-SCHOOL  CROP 


Management-school 
corporate  education 
Professor 

professors  in  demand  for  in-house 
programs 

Business  school  Expertise 

JAY  CONGER 

McGILL  UNIVERSITY 

Leadership 

RAM  CHARAN 

FREELANCE* 

Strategy 

VUAY  GOVINDARAJAN 

DARTMOUTH 
(TUCK) 

Strategy 

DAVID  REIBSTEIN 

PENNSYLVANIA 
(WHARTON) 

Marketing 

LARRY  SELDEN 

COLUMBIA 

Finance 

ALAN  SHAPIRO 

SOUTHERN 
CALIFORNIA 

Finance 

HIROTAKA  TAKEUCHI 

HITOTSUBASHI 

Marketing 

DAVID  ULRICH 

MICHIGAN 

Human  resources 

JOHN  WHITNEY 

COLUMBIA 

Management 

PAUL  FAR R IS 

VIRGINIA 
(OARDEN) 

Marketing 

'Former  Harvard  and  Northwestern  fatuity  member,  now  teaches  executive  education  at 
Wharton  and  Columbia  DATA:  BUSINESS  WEEK 


and  other 
professors  exam- 
WF  ined  Champion's  efforts 
in  marketing,  finance,  human 
resources,  and  manufacturing,  and 
helped  managers  ensure  that  their  work 
fit  with  the  company's  overall  strategy. 
At  the  end  of  the  program,  I  di- 
rectly apply  the  lessons  to  that 
specific  company,"  says  Govindara- 
'an.  "You  become  part  of  the 
change  process  in  some  sense." 

The  internal  approach  is  not 
without  its  drawbacks,  of  course. 
Combining  faculty  from  different 
universities  and  consulting  firms 
in  a  single  seminar  can  make  it 
hard  to  coordinate  presentations 
into  a  seamless  program.  And  stu- 
dents lose  the  outside  perspective 
they  would  get  by  mingling  with 
other  companies'  executives  in  off- 
the-shelf  programs. 

Nevertheless,  much  of  Corpo- 
rate America  believes  that  it's 
more  important  to  link  education- 
al and  training  efforts  directly  to 
corporate  objectives.  "Everything 
is  a  trade-off,  and  we  feel  it's 
worth  it,"  says  Dow  Chemical's 
Ward.  There's  a  lot  of  enthusiasm 
for  the  in-house  approach— though 
still  few  numbers  to  back  it  up.  In 
the  end,  only  performance  will 
keep  these  professors  moonlight- 
ing in  corporate  classrooms. 
By  Lori  Bongiorno  in  New  York 
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B-SCHOOLS  BITTEN 
BY  THE  GLOBAL  BUG 


U.S.  universities  have  started  exporting  executive  MBA  programs 


E 


very  other  Thursday  for  the  past 
15  months,  Charles  Cooper-Driver 
flew  from  London  to  Philadelphia. 
Another  business  trip?  Hardly.  He  was 
going  to  school,  attending  the  executive 
MBA  program  at  the  University  of  Penn- 
sylvania's Wharton  School.  "The  travel 
time  is  not  that  had."  says  the  managing 
director  of  a  London-based  marketing 
communications  firm.  "You  get  very  used 
to  functioning  under  jet  lag,  and  you  can 
get  a  lot  of  studying  done  on  the  plane." 

Although  Cooper-Driver  was  good-na- 
tured about  his  commute,  he  would  have 
had  an  easier  time  if  he  had  stayed  closer 
to  home.  Problem  is,  there  are  few  qual- 
ity executive  MBA  programs  available  out- 
side the  U.S.  But  that  may  change  as 
more  schools  export  the  EMBA  concept. 
Chicago  test.  The  degree— typically 
sought  by  executives  with  10  or  more 
years  of  experience— is  cropping  up  from 
Barcelona  to  Rotterdam  to  Taiwan,  as 
U.  S.  schools  team  up  with  foreign  univer- 
sities. The  University  of  Rochester's  Si- 
mon Craduate  School  offers  an  EMBA  with 
Erasmus  University  in  Rotterdam,  and 
Tulane  University's  Freeman  School  of 
Business  boasts  a  joint  program  with  Na- 
tional Taiwan  University. 

One  school  is  about  to  take  the  plunge 
without  any  help  from  foreign  partners. 


The  University  of  Chicago's  Graduate 
School  of  Business  will  transplant  its  suc- 
cessful EMBA  program  to  Barcelona  next 
year.  "It  will  be  like  IBM  setting  up  a 
European  subsidiary,"  says  Dean  Robert 
S.  Hamada.  "We  will  make  it  feasible  for 
executives  to  fly  in  from  all  over  Eu- 
rope, stay  a  week  or  two,  and  then  go 
back  to  their  offices." 

Whether  they  go  it  alone  or  use  a 
partner,  more  U.  S.  schools  may  follow.  "If 
Chicago  is  successful,  it's  going  to  be  irre- 
sistible for  other  major  U.S.  business 
schools  to  come  into  that  market,"  says 
Richard  Kwartler,  publisher  of  the  Ex- 
ecutive  MBA  Newsletter.  Already.  Duke 
University's  Fuqua  School  of  Business  is 
considering  a  program  in  Russia,  where  it 
has  offered  a  nondegree  program  since 
September.  The  University  of  Michigan 
has  begun  an  EMBA-like  program  in  Hong 
Kong  for  Cathay  Pacific  Airways  man- 
agers. Wharton  may  link  up  with  the 
London  Business  School  to  offer  an 


The  University  of  Chicago 
settled  on  Barcelona  after 
hiring  two  consulting  firms  and 
interviewing  hundreds  of  execs 


exchange  program  for  EMBil 
The  reason?  "We  are  all  stnf 
ing  to  increase  our  internatioil 
visibility,  enhance  internationals 
culty  development— and  everybcjl 
is  looking  for  attractive  financjl 
opportunities,"  says  B.  Jose* 
White,  dean  of  Michigan's  Graduii, 
School  of  Business.  There's  growM 
demand  abroad  for  such  program 
because  managers  who  live  in  tiL 
rope  don't  have  to  quit  their  jqL 
to  get  the  degree. 

The    most    ambitious  effct 
abroad  comes  from  Chicago,  whn. 
in  194'!  became  the  first  B-school  > 
offer  an  EMBA.  Before  deciding! 
Barcelona,  Chicago  hired  two  c« 
suiting  firms  to  do  market  reseam 
and  interviewed  executives  at  ne» 
ly  180  European  companies.  Barf-" 
lona  offered  easy  airport  accei,- 
and  it's  an  attractive  city  to  visitr 
helped  that  a  Spanish  bank  holdi?- 
company  donated  a  building. 
Chicago  hopes  to  attract  80  foreir 
managers  a  year  to  the  program,  whim 
will  last  about  17  months,  with  14  wed$ 
of  instruction  in  one-  and  two-w< 
blocks.  The  program  will  be  taught 
Chicago's  faculty.  One  benefit  of  the  p 
.gram.  Dean  Hamada  hopes,  will  be  pi 
ty  of  cross-fertilization.  He  expects  prof 
sors  who  teach  in  Barcelona  to  rese; 
international  business  problems  and  b 
their  European  experiences  back  to  th< 
home  classrooms.  Hamada  also  plans  |M 
mix  his  EMBA  students  together.  The  Rf 
ropean  executives  will  fly  to  the  U.UM 
lor  a  two-week  stint  in  the  Windj  CiJ 
while  Chicago's  EMBA  candidates  will  ^ 
to  Barcelona  for  a  two- week  stay  therE: 
More  typical  are  the  programs  offer  L 
in    partnership    with    local  school 
Rochester's  Simon  School  has  offered  pi 
EMBA  with  Erasmus  in  Rotterdam  sirp 
1986.  About  one-third  of  its  EMBA  classflii 
abroad  are  taught  by  Erasmus  faculty  fSU 
an  18-month-long  program.  Students  ;|t[ 
tend  classes  on  Fridays  at  Erasmus  a  feu 
spend  nine  weeks  of  summer  in  Rochi  jjfjj 
ter  for  intensive  training.  \^ 
Similarly,  Tulane's  Freeman  Sch<  ~p 
ships  professors  to  Taiwan  twice  ov  ^n 
the  course  of  a  15-month  program  wi — 
National  Taiwan  University.  Executi  & 
students  in  the  program,  which  beg  I™. 
last  January,  travel  to  New  Orleans  m  i 
begin  and  end  their  studies.  If  U.  S.  « 
schools  continue  transcending  natioi  j| 
1  loundaries,  then  managers  such  as  Cot  ft: 
er-Driver  won't  have  to  suffer  jet  lag  ^ 
earn  a  quality  executive  MBA. 

By  Luri  Bongiorno  iti  New  Yc 
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20  LEADING  B-SCHOOLS  OFFERING  THE  EXECUTIVE  MBA 


or  years,  business-school  deans  talked  about 

putting  more  international  content  into  U.S. 
jssrooms.  Now,  many  of  them  are  taking  the  no- 
in  a  bit  further — sending  their  executive  students 
■erseas.  Nearly  half  of  the  nation's  executive 
BA  programs  boast  study  tours  abroad,  up  from 
st  25%  five  years  ago. 
All  the  schools  on  BUSINESS  WEEK's  list  of  executive  MBA  lead- 
5  offer  an  international  seminar  or  study  tour,  with  the  exception 
Columbia  University  and  the  University  of  Washington.  Columbia 
liversity's  program  will  begin  offering  an  international  seminar 
xt  year.  Some  schools  make  the  trips  mandatory,  while  others  of- 
■  them  as  pricey  options.  But  a  growing  number  of  schools  are 
rving  up  more  than  just  a  single  overseas  adventure.  In  addition 
a  one-week  trip  to  Japan,  Washington  University's  Olin  School 
ovides  a  four-week  elective  on  finance  and  capital  markets  in 
ndon.  EMBAs  at  the  University  of  Texas  can  study  in  England, 
=xico,  and  France. 


MI 


While  critics  belittle  some  of  these  trips  as  little 
more  than  group  vacations,  more  schools  than 
ever  are  making  them  demanding  educational 
whirlwinds.  UCLA  uses  its  international  trip  as  a 
key  component  of  a  six-month-long  consulting 
project  for  a  non-U. S.  company.  This  year,  EMBAs 
are  studying  Nokia,  a  Finnish  telecommunications  company.  New 
York  University  requires  executives  to  study  Japanese  or  Russian 
economics  and  history  before  exporting  them  to  Japan  or  the  for- 
mer Soviet  Union  for  a  week-long  residency  tied  directly  to  courses 
on  global  strategy  and  general  managers. 

Back  at  home,  the  programs  don't  differ  all  that  much.  They  offer 
seminar-style  MBAs  for  managers  with  a  decade  or  more  of  work 
experience.  The  programs  tend  to  run  for  two  years,  and  classes 
usually  meet  on  alternating  Fridays  and  Saturdays.  Many  also  re- 
quire periods  of  on-campus  residency.  Students  are  generally  spon- 
sored by  their  companies,  which  help  foot  tuition  bills  and  allow  for 
time  off  from  work  to  attend  class. 


001 

Ta»mI 

lofai 
tuition 

Avg. years 
in  work  force 

Avg.  salary 
of  manager 

remaie 
enrollmen 

Hignhgnts 

ISTON 

YGSB0R0,  MASS. 

11 

<79  flOfi 

EMBAs  select  week-long  seminar  abroad.  Traveled  to  Prague  and 
Budapest  last  year  to  study  emerging  capitalist  economies. 

ICAGO 

1  c 
i  j 

AA  nnn 

99 

LL 

Pioneer  of  EMBA  format  is  moving  program  into  a  new  $44  million 
building  next  year.  Launching  program  in  Barcelona. 

Llf  SnslA 

$  YORK 

a?  "inn 

in 

in^  nnn* 

L  J 

New  curriculum  emphasizing  four  key  themes!  global  management, 
ethics,  quality,  and  human  resources.  Will  add  international  project  trip. 

ihe  (rucjuaj 
RHAM,  N.C. 

aa  nnn 

19 

1  L 

00,UUU 

19 

1  L 

Going  global  by  putting  more  non-U. S.  content  in  core  courses, 
offering  international  efectives.  Big  users  include  AT&T,  IBM,  and  GE. 

IADY 

ANTA 

•50  onn 
07,  zuu 

1  C 
1  J 

fil  AAA 

9A 

New  focus  on  global  marketing  and  managing  customer  relationships. 
Boasts  field  projects  linked  to  work  back  at  the  office. 

■time 

.Mills 

SANA-CHAMPAIGN 

9A  9nn 
ZO,  zuu 

1  *t 

co  nnn 

J7,UUU 

9n 

IN 

Putting  candidates  companies  cases  into  classes.  Requires  consulting 
project  with  social-service  agencies.  Global  trip  optional. 

■  inivJin  3iAi  e  \ovoao) 
T  LANSING 

94  400 

1  \ 

An  nnn 

19 

1  L 

Location  is  prime  for  big  three!  GAA,  Ford,  and  Chrysler.  Now  requires 
1  4-day  international  excursion  to  Far  East  or  Europe. 

4NEAP0LIS 

19  nnn 

1 A 

AC  AAA* 
O  JfVVV 

/  j 

Overseas  trip  to  Budapest  features  course  as  well  as  government  and 
company  visits.  Major  clients  include  3M,  Honeywell,  U  S  West,  Cargill 

iKlnnMIEKN  (tsenogg) 
iNSTON,  ILL 

4i  inn 

1  c 
1  J 

oo  nnn 

10 

1  7 

Added  core  course  in  negotiation  and  elective  in  information  manage- 
ment. Major  clients  include  GE,  Baxter.  Foreign  trip  optional. 

V  YORK 

ai  9nn 
oo,  zuu 

1 1 

1  1 

nnn 

^1 

Attempts  to  put  only  star  teachers  before  EMBAs.  Half  of  class  travels  to 
Japan,  half  to  Eastern  Europe  and  Russia. 

NNSYLVANIA  (Wharton) 
LADELPHIA 

63,450 

10 

109,000 

31 

Allows  exceptional  latitude,  with  students  picking  9  of  1  9  courses.  Will 
launch  new  and  innovative  curriculum  for  EMBAs  next  year. 

|  TTSBURGH  (Katz) 
rSBURGH 

28,000 

14 

55,000 

30 

Added  global  course  and  exercises  in  leadership,  communication,  and 
teams.  Also  offers  Purdue-like  "flex"  program  ideal  for  out  of-towners 

!  RDUE  (Krannert) 
5T  LAFAYETTE,  IND. 

28,500 

12 

94,000 

22 

Learning  via  computer:  Execs  meet  only  six  times,  for  two-week 
residencies.  Otherwise,  they  network  and  study  using  computers. 

1  UTHERN  CALIFORNIA 

ANGELES 

32,520 

16 

79,000 

29 

Launched  strategy  consulting  project  with  top  managers  of  client 
companies.  Added  six  electives,  from  Great  Books  to  Market  Research. 

UTHERN  METHODIST  (Cox) 

LAS 

29,940 

18 

92,000 

20 

Assesses  managers'  leadership  qualities  prior  to  entering  program 
and  again  at  end.  Draws  experienced  crowd,  averaging  38  years  old. 

IAS 

ITIN 

21,800 

12 

80,000* 

25 

Nearly  one  in  four  executives  from  nonprofit  sector.  All  spend  week  of 
program  in  London.  Option  to  study  in  Mexico  and  France 

LA  (Anderson) 
ANGELES 

44,000 

14 

110,000 

28 

Gone  high-tech  with  "wired"  classrooms  and  laptops.  Boasts  field-study 
projects  with  non-U. S.  companies  such  as  Sony  and  SGS-Thomson. 

SHINGT0N 

i  TTLE 

32,000 

14 

60,000 

40 

Mentor  program  matches  entering  managers  with  EMBA  alumni  to 
help  them  adjust  to  demands  of  balancing  full-time  job  with  school. 

i  SHINGTON  (Olin) 
LOUIS 

39,300 

14 

65,000 

26 

Washington,  DC,  and  Tokyo  residencies.  Students  also  spend  four 
weeks  in  London  for  credit  as  part  of  summer  elective  option. 

STERN  ONTARIO 

DON,  ONT. 

31,580 

14 

70,000' 

18 

One  of  Canada's  best  B-schools  launched  program  in  1  991 .  Boasts 
"best-practices  forum"  to  aid  in  benchmarking,  and  study  in  China. 

:  ness  week  estimate 

DATA:  BUSINESS  WEEK  (RESEARCH  BY  JUDI  CROWE  AND  ANDREW  WALLENSTEIN) 
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PUBLIC  COMPANY, 
PRIVATE  FIEFDOM? 
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As  Ferrofluidics  floundered,  the  CEO  and  his  family  reaped  a  fortune  in  pay,  perks,  and  stock 


■  11  issuing  one  of  its  quarterly  reports 
H  last  year,  Ferrofluidics  Corp.  offered 
H  to  send  shareholders  a  1992  broker- 
age report  on  the  company.  No  wonder. 
The  report  forecast  that  Ferrofluidics, 
a  small  and  struggling  maker  of  high- 
tech industrial  seals  based  in  Nashua, 
N.  H.,  would  skyrocket:  Sales  would 
quintuple  by  199b\  to  $150  million,  and 
operating  profits  would  go  up  tenfold. 
Ferrofluidics  promised  that  the  report 
was  "based  on  independent  research." 

Or  maybe  not  so  independent.  The 
Securities  &  Exchange  Commission  is 
investigating  whether  the  company  se- 
cretly commissioned  and  paid  for  the 
report,  which  legal  experts  say  might 
have  violated  securities  laws.  That 
spurred  a  broad  SEC  probe  into  a  raft  of 
questionable  practices  at  Ferrofluidics, 
ranging  from  possible  stock  manipula- 
tion to  breach  of  disclosure  obligations. 

The  most  serious  questions  involve 
longtime  Chairman  and  cko  Ronald 
Moskowitz,  who  recently  retired  after 
a  committee  of  outside  directors  con- 
ducted an  internal  investigation  and 
railed  for  his  ouster.  Moskowitz  says: 
"I  deny  any  wrongdoing"  in  conjunction 
with  the  sec  investigation.  But  public 
documents  show  that  Moskowitz  treated 
publicly-traded  Ferrofluidics  like  a  pri- 
vate fiefdom,  to  be  milked  for  personal 
gain. 

In  the  past  five  years,  Ferrofluidics 
has  posteil  total  losses  of  $17.7  million.  It 
lost  $10.4  million  on  sales  of  only  $29.6 
million  in  the  last  fiscal  year.  Hut  with 
the  board's  docile  approval,  Moskowitz 
and  his  family  trusts  have  reaped  more 
than  $16  million  in  pay,  bonuses,  perks, 


and  profits  from  exercise  of  stock  war- 
rants over  the  five-year  period.  In  fiscal 
1992  alone,  Moskowitz  and  family  en- 
tities made  at  least  $8.9  million  from 
Ferrofluidics. 

And  that's  not  all.  At  times,  Ferro- 
fluidics has  lent  Moskowitz  millions  and 
guaranteed  his  personal  bank  loans.  The 
company's  second-largest  single  asset  is 
a  $15  million  insurance  policy  on 
Moskowitz'  life.  A  son,  Jeffrey,  was  paid 
a  hefty  commission  as  an  insurance  bro- 
ker for  selling  Ferrofluidics  a  $6  million 
joint  life-insurance  policy  on  Moskowitz 
and  his  wife,  Phyllis. 

In  an  era  of  heightened  attention  to 
corporate  governance  standards  and 
"pay  for  performance,"  the  Ferrofluidics 
saga  demonstrates  that  small  companies 
dominated  by  a  strong  individual  can 
still  run  roughshod  over  investors.  In- 
deed, from  a  peak  of  44  in  1983,  the 
stock  now  sells  for  less  than  8.  "This 
ranks  up  there  with  the  most  egregious 
situations  I've  ever  seen,"  says  A.  Ca- 
mille  Nichols,  president  of  Investors'  Fi- 
duciary Services  Inc.,  an  Atlanta-based 
adviser  to  institutional  investors  on  cor- 
porate pay  and  performance  issues. 

Moskowitz,  who  co-founded  Ferrofluid- 
ics in  19(i8  and  says  he  has  a  PhD  in 
electrical  engineering  and  applied  phys- 
ics, defends  his  compensation  as  "appro- 
priate" in  light  of  the  company's  circum- 
stances. "I'm  the  world's  leading  expert 
in  ferrofluids,"  he  says.  "My  compensa- 
tion was  not  modest,  but  it  was  modest 
in  comparison  with  what  professional 
athletes  and  entertainers  make.  In  any 
given  year,  it  may  have  come  out  on 
i  he  high  side.  Hut  in  others,  it  was  on 


Moskowitz  pulled 


$16  million  over 
the  past  five  years, 
while  the  maker  of 
gh-tech  seals  lost 
17.7  million 


RONALD 
MOSKOWITZ' 
GRAVY  TRAIN 

Directors  regularly 
O.K.'d  his  pay 
enhancements 


WARRANTS  From  1  988  to  1  990,  Ferro- 
fluidics granted  Moskowitz  1 .6  million  stock 
warrants,  the  equivalent  of  about  50%  or 
the  company's  stock.  After  the  stock  tum- 
bled in  1  990,  the  board  canceled  950,000 
warrants  exercisable  at  an  average  of 
$1  2.86  and  reissued  them  at  $5.  Since 
1989,  Moskowitz  and  family  members 
earned  at  least  $1  2  million  from  warrants. 


PAYS,  PERKS,  EMPLOYMENT  C0NTR 

From  1  987  to  1  992,  Moskowitz  pull 
more  than  $3  million  in  pay,  averaging 
$51 6,000  a  year.  Perks  included  pers 
security,  cars,  and  club  dues.  When  hi 
CEO,  Moskowitz's  employment  contrac 
tended  to  June  30,  2001 ,  guaranteeir 
at  least  $400,000  a  year  plus  perks  a 
benefits. 
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low  side.  Over  25  years,  I  was  not 
ageously  compensated." 
3  buttress  the  claim  that  his  compen- 
>n  was  within  normal  bounds,  Mosko- 
says  Ferrofluidics'  board  sought  ad- 
from  Towers  Perrin,  a  respected 
aensation  consulting  firm.  But  Bruce 
lanson,  a  vice-president  at  Towers 
in's  Boston  office,  says  his  firm  was 
ined  by  Ferrofluidics  only  once,  in 
and  then  only  to  advise  on 
iowitz'  pay— not  his  warrants  or  oth- 
enefits.  Still,  Hanson  has  continued 
follow  the  company  and  says 
•cowitz'  compensation  "is  probably 
nost  out  of  line  I've  encountered  in 
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20  years  of  compensation  consulting." 

Ferrofluidics  was  founded  in  1968  to 
develop  "ferrofluid"  technology  licensed 
from  NASA.  The  technology  entails  sus- 
pending microscopic  iron  particles  in  spe- 
cial fluids,  then  applying  a  magnet  to 
manipulate  the  fluids.  Moskowitz  and  a 
former  partner  figured  it  could  be  used 
to  make  seals  for  mechanical  spindles 
or  rotors:  A  magnet  applied  to  the  rim 
of  a  ferrofluid  seal  creates  an  airtight 
closure.  By  the  time  it  went  public  in 
1981,  Ferrofluidics  was  growing  fast.  Its 
products  caught  on  in  such  industries 
as  chipmaking  and  disk  drives.  Today, 
nearly  every  computer  hard  drive  con- 
tains a  tiny  ferrofluid  seal. 
From  1983  to  1985,  sales  trip- 
led, from  $10.8  million  to  $31.3 
million. 

Moskowitz  started  living 
well.  He  bought  a  large  house 
near  company  headquarters 
and  another  near  Palm  Beach, 
Fla.  In  1985,  he  and  a  part- 
ner broke  ground  on  Harris 
Pond,  a  real  estate  develop- 
ment in  Merrimack,  N.  H., 
with  retail  space,  offices,  and 
144  condo  units.  But  the  proj- 
ect soured,  and  many  of  the 
units  were  unsold  when  the 
New  England  real  estate  mar- 
ket crashed  in  1989.  It  was, 
says  Moskowitz,  "the  worst  in- 
vestment I've  ever  made." 

In  that  period,  Moskowitz' 
compensation  started  soaring. 
In  September,  1988,  proxy  ma- 
terial showed  that  he  owned 
just  600,000  shares  and  war- 
rants for  additional  shares,  or 
16.6%  of  Ferrofluidics'  stock. 
But  by  July,  1989,  the  board 
had  granted  him  warrants  for 
an  additional  1.1  million 
shares.  Unlike  most  incentive 
stock  options  that  have  a  long 
vesting  period  to  encourage 
future  performance,  Mosko- 
witz' warrants  were  immedi- 
ately exercisable  and  could  be 
transfeired.  "The  warrant  pro 
gram  effectively  circumvent- 
ed the  purposes  of  stock-op- 
tion plans,"  says  consultant 
Nichols. 

Trying  to  sugar  coat  the 


warrants,  proxy  statements  said  the  CEO 
had  agreed  to  give  up  large  amounts  of 
future  pay  in  exchange  for  them.  In  fiscal 
1990  and  1991,  for  example,  Moskowitz 
"waived"  $2  million  in  exchange  for  war- 
rants. He  still  made  over  $1.6  million  in 
those  years  combined.  The  waiver,  says 
Hanson,  "was  glaringly  unorthodox." 

Moskowitz'  employment  contract  had 
other  provisions  that  would  make  many 
ceos  envious.  His  July,  1990,  contract 
guaranteed  him  a  $400,000  base  salary,  a 
$24,000  home-office  allowance,  $20,000 
for  club  dues,  and  $36,000  tor  his  three 
company  cars.  The  company  also  agreed 
to  pay  for  a  full-time  household  employ- 
ee at  Moskowitz'  home. 
"GOOD  SALESMAN."  For  a  company  of 
its  size,  Ferrofluidics  spent  a  bundle  on 
life  insurance.  True,  companies  often 
buy  term  insurance  that  pays  the  com- 
pany a  death  benefit  if  an  important  ex- 
ecutive dies.  In  1988,  for  example,  Ferro- 
fluidics bought  a  pricey  whole-life 
policy— a  $5  million  premium  for  a  $15 
million  death  benefit— to  insure  Mosko- 
witz. But  under  the  terms  of  this  policy, 
Moskowitz'  estate  would  have  received 
$5  million  from  the  policy,  plus  accumu- 
lated earnings. 

Why  did  Ferrofluidics'  directors  ap- 
prove these  transactions?  Several  direc- 
tors were  longtime  Moskowitz  associates. 
But  outside  directors  also  went  along,  in- 
cluding Robert  P.  Rittereiser,  a  former 
chief  executive  of  E.  F.  Hutton  Group 
and  a  director  since  1989.  Rittereiser 
declined  to  comment.  Dean  Kamen,  an- 
other outside  director,  says  he  never 
saw  the  details  of  Moskowitz'  employ- 
ment contract.  But,  he  says,  Moskowitz 
always  presented  transactions  to  the 
board  as  being  neutral  toward  him  and  a 
plus  for  the  company.  Moskowitz,  says 
Kamen,  "was  a  very  good  salesman." 
One  former  director  says  Moskowitz  to- 
tally dominated  the  board. 

While  Moskowitz'  paycheck  got  fat- 
ter, Ferrofluidics'  fortunes  were  flounder- 
ing. Troubles  began  in  1986,  mainly  be- 
cause the  disk-drive  industry  was 
moving  offshore  and  component  prices 
were  falling.  Potential  new  applications 
for  ferrofluids  didn't  materialize  as  quick- 
ly as  hoped.  After  posting  a  loss  in  1986, 
Ferrofluidics  sold  its  key  Japanese  sub- 
sidiary for  a  big  one-time  gain  in  1987. 
That  was  the  year  Ferrofluidics'  reve- 


1  989,  Ferrofluidics  guaranteed 
ion  in  bank  loans  so  Moskowitz 
ircise  warrants.  But  a  1  990 
the  company's  stock  cut 
fz'  collateral.  The  company  re- 
guarantee  but  lent  Moskowitz 
ion.  Auditors  forced  the  company 
$1 .4  million  write  off  on 
z'  loan  transactions. 


LIFE  INSURANCE  Ferrofluidics  paid  for  at 
least  three  life-insurance  plans  for  Mosko- 
witz. One  $1  5  million  "key  man"  policy 
would  have  paid  his  estate  $5  million  on 
his  death.  The  policy  also  let  Moskowitz  re- 
ceive $1 .5  million  annually  tax-free  from 
1  988  to  1 993.  Moskowitz'  son  Jeffrey, 
once  an  insurance  broker,  got  the  commis- 
sion on  an  additional  $6  million  life  policy. 


GIVEBACKS  Proxy  statements  said  Mosko- 
witz voluntarily  relinquished  future  income 
in  exchange  for  warrants  or  other  benefits. 
But  Moskowitz'  actual  take-home  pay  kept 
rising.  How?  His  paycheck  was  artificially 
inflated  by  huge  onetime  bonuses,  which  he 
then  "waived."  In  1 991 ,  he  waived 
$750,000,  but  his  pay  rose  $800,000. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 
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nues  peaked,  at  $35  million.  A  disas- 
trous British  acquisition  fueled  further 
declines.  Ferrofluidics  stock  tumbled 
from  20'/  in  late  1989  to  5  by  late  1990. 

The  slumping  stock  put  renewed  pres- 
sure on  Moskowitz'  finances,  for  the 
company's  stock  was  his  main  asset.  He 
also  was  deeply  in  debt  to  Boston-based 
Wainwright  Bank  &  Trust  Co.  The 
bank's  1990  proxy  statement  shows  that 
Moskowitz,  a  director  of  the  bank,  had 
borrowed  $5  million  for  personal  use  as 
of  Mar.  8,  1990. 

Complicating  things  even  further, 
Moskowitz'  finances  had  become  so 
intertwined  with  Ferrofluidics'  that  both 
were  in  danger  of  going  down  in  flames. 
The  problem:  Back  in  1989,  Ferrofluidics 
had  guaranteed  a  $6.9  million  loan  Mos- 
kowitz had  taken  out  from  Fleet  Bank  to 
exercise  warrants.  But  by  mid- 1990, 
Moskowitz'  loan  collateral  was  nearly 
worthless.  Ferrofluidics'  auditors  were 
pressing  for  a  $5  million  write-off  of  the 
loan  guarantee  in  fiscal  1990.  That  would 
have  been  disastrous,  though,  because 
the  company  was  already  plan- 
ning a  $13  million  restructuring 
charge.  "There  was  a  lot  of  fear 
that  if  Ron  went  down,  the  com- 
pany could  go  down  as  well," 
says  Alvan  F.  Chorney,  a  Ferro- 
fluidics senior  vice-president  and 
longtime  director. 

In  a  complex  series  of  transac- 
tions in  October,  1990,  Ferrofluid- 
ics lent  Moskowitz  even  more 
money  to  pay  off  part  of  his 
Fleet  loan.  In  return.  Fleet  re- 
duced the  company's  obligation 
to  guarantee  Moskowitz'  loan. 
That  allowed  Ferrofluidics  to 
take  just  a  $1.4  million  write-off  on  the 
loan  guarantees,  far  less  than  the  $5 
million  auditors  had  been  demanding. 
new  warrants.  The  board  gave 
Moskowitz'  anemic  personal  balance 
sheet  another  infusion.  Two  days  before 
the  Fleet  loans  were  restructured,  it 
agreed  to  cut  the  exercise  price  on 
950,000  of  his  warrants  from  an  average 
price  of  $12.86  to  the  then-market  price 
of  $5.  That  turned  nearly  worthless  war- 
rants into  something  much  more  valu- 
able. A  few  days  later,  the  board  issued 
Moskowitz  an  additional  550,000  new 
warrants,  also  exercisable  at  $5. 

Moskowitz  denies  that  the  deal  was 
aimed  at  bailing  him  out  of  his  personal 
financial  troubles.  He  says  he  was  under 
no  legal  obligation  to  pay  off  the  Fleet 
loan  early.  But  he  felt  that  a  $5  million 
write-off  "would  have  been  imprudent" 
for  the  company.  "As  Ron  Moskowitz,  I 
shouldn't  have  done  it,"  says  Moskowitz. 
"But  it  was  my  fiduciary  duty  to  look  af- 
ter the  interests  of  the  company."  The 
repricing  and  issuance  of  warrants,  he 


adds,  was  done  by  the  board  "in  recogni- 
tion of  that." 

Fortunately  for  Ferrofluidics  and  Mos- 
kowitz, the  company's  reported  earn- 
ings bounced  back  in  1991.  It  posted 
$3.6  million  in  profits  on  $24.4  million  in, 
revenues.  The  improvement  stemmed 
in  part  from  the  restructuring  and  sev- 
eral large  onetime  gains,  including  a 
$930,000  credit  that  resulted  from  Mos- 
kowitz repaying  part  of  the  loans  that 
had  been  written  off. 

At  the  same  time,  the  company's 
prospects  seemed  to  be  brightening  be- 
cause of  a  push  into  the  petrochemical 
industry.  By  putting  its  seals  on  refinery 
pumps,  Ferrofluidics  argued  the  industry 
could  dramatically  cut  vapor  emissions. 
Several  large  oil  companies  have  since 
tested  new  pumps  sold  by  a  joint  ven- 
ture of  Ferrofluidics  and  BWIP  Holding 
Inc. 

The  petrochemical  initiative  was  the 
basis  for  the  Mar.  30,  1992,  brokerage 
report  that  the  sec  is  now  investigating. 
The  report  was  written  by  free-lance 
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securities  analyst  Sheldon  S.  Traube  and 
published  by  Dickinson  &  Co.,  a  Des 
Moines-based  brokerage.  It  forecast  the 
joint  venture  would  bring  in  revenues  of 
$145  million  and  a  staggering  $48  million 
in  operating  income  in  fiscal  year  1996. 
Moskowitz  claims  that  jibed  with  the 
company's  internal  estimates.  Yet  BWIP 
says  the  venture  expects  to  sell  150 
pumps  in  1993,  less  than  one-tenth  the 
number  that  Traube  forecast  for  this 
year. 

Over-optimism  is  not  a  crime.  Se- 
cretly funding  an  analyst's  report  might 
be.  Insiders  confirm  that  Ferrofluidics 
paid  Traube  about  $5,500  to  write  the 
report.  Speaking  in  general  terms  only, 
the  SEC's  chief  of  enforcement,  William 
R.  McLucas,  says  that  a  company  that 
pays  for  securities  research  could  be 
in  violation  of  stock-manipulation  rules. 
What's  more,  he  maintains,  SEC  regula- 
tions require  full  disclosure  of  the 
source  and  amount  of  such  payments. 
The  Mar.  30  Dickinson  report  contained 
neither. 


Thomas  M.  Sv/artwood,  Dickinsdl 
general  counsel,  says:  "I  am  not  awl 
of  any  payments  made  to  Dickinson! 
Co.  by  Ferrofluidics.  I  don't  knowl 
they  paid  Traube  or  not."  Jeffrey  T.  i 
lenbock,  Traube's  lawyer,  says: 
Traube  did  nothing  wrong."  Ferrofluicp 
won't  comment  on  the  report  but  I 
mits  it  requested  and  paid  for  a  iollcl 
up  report  from  Dickinson  when  it  r« 
ized  it  couldn't  meet  the  1992  foreca 
The  new  report,  which  disclosed  it  m 
written  "for  cash  compensation,"  cut  1 
estimates  for  fiscal  1991  and  1992  I 
maintained  the  forecast  for  1996. 
optimistic.  Even  before  the  report,  1 
timism  about  the  petrochemical  mcl 
helped  buoy  the  stock  past  14  in  11 
1991.  Two  Moskowitz  family  trusts  be« 
exercising  their  $5  stock  warrants  a 
sold  shares  up  to  $18.  In  total,  the  fal 
ily  entities  reaped  gains  of  at  least  $1 
million  from  stock  sales  in  1991  and  1£« 
Moskowitz  sold  an  additional  225,(1 
shares  in  early  1993  for  a  profit  of  $1 
million.  The  family's  stake  in  the  com! 
ny,  which  reached  66%  in  1991a 
now  about  11%.  The  funds  flcl 
ing  into  his  family  coffers  em 
bled  Moskowitz  to  pay  back  m 
Fleet-related  loans  to  Ferrofhl 
ics  by  June  1,  1992.  By  the  M 
of  1992,  his  debts  to  Wainwril 
Bank  had  been  cut  to  $■ 
million. 

Despite  his  forced  retiremw 
in  September,  Moskowl 
shouldn't  have  any  more  persl 
al  balance-sheet  problems.  He  I 
cently  sold  the  rest  of  the  Hail 
Pond  condo  units  at  a  cut-r» 
price,  ending  that  debacle.  At 
under  the  terms  of  his  retirement,  he 
tains  many  valuable  perks,  including 
four-year  consulting  contract  that  stal 
at  $250,000  a  year  and  goes  down  I 
$50,000  per  year. 

Moskowitz'  departure  has  left  Feri 
fluidics  weakened  but  still  standing.  Pi 
F.  Avery  Jr.,  an  outside  director,  li 
taken  over  as  chairman  and  CEO.  IB 
company  faces  potentially  steep  Kali 
ities  from  the  shareholder  suits,  whp 
the  company  says  it  will  vigorously  c| 
test.  But  it  says  its  banks  are  standi  I 
firm.  And  its  fans  remain  enthusiast! 
convinced  that  the  environmental  si 
will  eventually  take  off. 

Many  Ferrofluidics  employees  are  h!f[ 
py  to  see  Moskowitz  gone.  Some  hafi 
learned  a  valuable  lesson.  "You  probaf 
could  teach  six  months  of  business  al 
corporate  ethics  at  Harvard  on  this  sh 
ry,"  says  one  insider.  With  Moskowp 
out  of  the  way,  perhaps  Ferrofluidfl 
can  invest  in  its  technology  instead  p 
enriching  its  chairman. 

By  Mark  Maremont  in  Bosk 
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INSURANCE  I 


MAKING  WORKERS' 
COMP  WORK 


Insurers  reduce  payouts  by  managing  claims  and  stressing  safety 


After  four  years  of  rising  workers' 
compensation  costs,  Ansonia 
Copper  &  Brass  Inc.  was  near 
the  breaking  point.  The  Ansonia  (Conn.) 
company's  premiums  were  pushing  $2 
million  per  year,  and  injured  workers 
were  complaining  that  claims  weren't 
being  paid.  If  the  costs  of  doing  business 
in  the  state  didn't  fall,  the  company 
might  have  to  leave.  So  in  1990,  Ansonia 
made  a  last-ditch  effort,  switching  to 
ebi  Cos.,  its  third  insurer  in  seven  years. 

Three  years  later,  Ansonia  Copper  & 
Brass  is  still  in  Connecticut.  Upon 
switching  to  EBI,  the  change  was 
almost  immediate,  says  Ansonia 
President  and  Chief  Executive 
George  R.  Wilson,  ebi,  a  regional 
insurer  in  Farmington,  Conn., 
paid  claims  that  other  insurers 
contested.  And  it  improved  safety 
for  Wilson's  .'585  employees  by 
talking  with  union  representa- 
tives, and,  among  other  things, 
installing  safety  guards  on  some 
machines.  The  result:  Ansonia's 
employees  have  filed  fewer  and 
less  costly  workers'  comp  claims, 
decreasing  the  company's  premi- 
um by  32.7%  for  1993.  "We've  had 
other  insurance  companies  prom- 
ise what  EBl's  doing,"  says  Wil- 
son. "But  it  was  just  lip  service." 
At  a  time  when  much  of  the 
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$30  billion  industry  is  battling  increasing 
claims  and  litigation  expenses,  many  in- 
surers have  found  ways  to  make  money 
in  workers'  compensation  insurance— or 
at  least  decrease  claim  costs.  They  have 
left  unprofitable  markets  such  as  Califor- 
nia and  Florida.  They  have  successfully 
petitioned  a  number  of  legislators  to  re- 
duce benefits  and  combat  fraud. 

Most  important,  they're  aggressively 
managing  workplace  safety  and  fostering 
less-hostile  relationships  with  injured 
workers.  Traditionally,  insurers  kept 


CUTTING  WORKERS'  COMP  COSTS 

TRAVELERS  Hired  more  than  600  workers'  com- 
pensation claims  employees,  reducing  individual 
case  load  by  50%.  Also  added  350  utilization-re- 
view nurses. 

ITT  HARTFORD  Set  up  a  toll-free  telephone  line  for 
employers  to  report  workplace  injuries.  Early  re- 
ports reduced  payouts  by  33%. 

ORION  CAPITAL  Employs  teams  including  nurses, 
attorneys,  and  investigators  to  determine  whether  a 
prospective  client  is  committed  to  reducing  costs. 

CONTINENTAL  Uses  ergonomists  to  review  tasks  at 
businesses  it  insures  and  recommend  changes  to  re- 
duce work-related  injuries. 


DATA  COMPANY  REPORTS 


overhead  down  by,  for  example,  givit 
case  managers  heavier  workloads  an 
stalling  payments  to  injured  workei 
But  that  can  mean  costly  litigation,  I 
some  insurers  are  spending  more 
manage  claims,  working  with  empk 
ers  to  improve  safety,  and  requiri: 
supervisors  to  report  accidents  as  thj 
occur.  That  results  in  more  up-fro; 
costs  but  smaller  claims  payouts. 

Orion  Capital  Corp.,  EBl's  parent,  cq 
ducts  workplace  inspections  of  potent; 
clients,  who  usually  have  rising  clainj 
before  writing  a  policy.  If  the  employ 
agrees  to  Orion's  safety  recommenc 
tions,  the  insurer  provides  coverag 
"The  key  to  success  is  to  prevent  ti 
claim  in  the  first  place,"  says  Mich; 
A.  Smith,  a  Lehman  Brothers  Inc.  ar,' 
lyst.  Orion  targets  "businesses  where; 
can  achieve  very  quick  savings  throuvi 
improving  safety."  Then  it  maintain 
tight  controls  on  claims  expenses  throui 
teams  of  nurses,  attorneys,  claims  repi- 
sentatives,  and  investigators. 
MAILORDER  DRUGS.  All  of  that  pays  <:. 
Orion  has  lowered  its  expenses  frc| 
$1.33  for  every  $1  in  premiums  in  1! 
to  $1.05  in  1992,  vs.  $1.21  for  the  indi 
try,  excluding  investment  income.  "0 
incentive  to  improve  was  one  of  co- 
pany  survival,"  explains  Larry  D.  Holli 
Orion's  executive  vice-president. 

Even  multiline  insurers,  which  has 
long  offered  workers'  comp  coverage 
a  convenience  to  clients,  are  changir. 
Take  Travelers  Corp.  In  1988,  its 
penses  topped  the  industry  average.  E 
in  1989,  the  Hartford  insurer  becai; 
one  of  the  first  to  invest  in  manage 
care  plans  to  treat  injured  workers.  A 
it's  saving  25%  off  drug  expen: 
through  Tampa-based  Pharmacy  Mi 
agement  Services  Inc.,  which  mails  p: 
scriptions  directly  to  injured  worker' 
Such  steps  aren't  cheap.  Travek 
has  spent  more  than  $100  million  to  i 
prove  results,  says  Richard 
Palczynski,  a  senior  vice-pre 
dent.  But  its  costs  decreased  fr» 
$1.18  for  every  $1  in  premiu 
in  1988  to  $1.05  in  1992 
should  be  equal  to  that  or  low 
this  year.  How  well  worke 
comp  performs  is  important 
Travelers'  bottom  line:  It  is  6i 
of  the  insurer's  $4.5  billion  co 
mercial  insurance  business. 

The  Clinton  health-reform  pi 
though,  could  upset  these  mov 
It  recommends  creating  a  col 
mission  to  study  merging  wo 
ers'  compensation  with  health 
surance,  which  could  undermi' 
insurers'  role.  Insurers  now  w, 
ry  their  years  of  efforts  co 
wind  up  being  too  little,  too 
/,'//  <  'Inis  /,'o//.s7/  ///  Htirtp 
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lobal  Defined. 


Defined  Asset  Funds    are  unit  investment  trusts  that  help  define  opportunity. 

Ji^ith  the  growth  of  free  market  economies,  investors  can  take  advantage 
of  our  international  bond  and  equity  portfolios.  And  investing  internationally 
helps  to  diversify  your  overall  portfolio  risk.  Ask  your  financial  professional 
for  more  information.  Call  1-800-562-2926,  ext.  449. 


Merrill  Lynch 


Smith  Barney  Shearson  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,  including  all  charges  and  expenses  and  the  special  considerations  associated  with  risks 
of  global  and  international  investing,  including  currency  risk,  is  available.  Read  the  prospectus  carefully  before  investing. 
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REAL  ESTATE  I 


PENNIES  FROM  HEAVEN 
FOR  HOMEBUILDERS 


Nontraditional  investors  are  stepping  in  where  banks  fear  to  tread 


LONG:  "THE  PENT-UP 


I  t  was  an  all-too-familiar  scenario. 
I  Richard  J.  Rabil,  president  of  home- 
I  builder  Van  Metre  Cos.  in  Burke, 
Va.,  was  ready  to  scoop  up  220  acres 
in  nearby  Fairfax  at  the  bargain  price  of 
$4.5  million.  His  plan:  build  44  homes 
that  would  sell  for  a  minimum  of 
$400,000  apiece.  But  the  deal  began  to 
fall  apart  when  the  bank  selling  the 
property  wouldn't  lend  Van  Metre  the 
money  it  needed  to  close  the  deal.  With- 
in days,  however,  Rabil  was  back  on 
track.  Heller  Financial  Inc.,  a  Chicago  fi- 
nance company,  agreed  to  put  up  the 
money  and  become  equity  partners  with 
Van  Metre.  "We  tried  to  bring  in  institu- 
tions like  Heller  in  the  1980s,"  says  Ra- 
bil, "but  they  just  weren't  interested." 

Times  certainly  have  changed.  Badly 
burned  by  disastrous  real  estate  forays 
during  the  1980s,  banks  and  thrifts  re- 
main stingy  with  the  money  they'll  com- 
mit to  residential  construction  lending. 
Hut  homebuilders  are  rapidly  finding 
new  sources  of  institutional  money  will- 
ing to  take  a  chance  on  a  comeback  in 
the  long-moribund  housing  market.  Like 
Heller,  which  first  began  seeking  part- 
nerships with  homebuilders  in  1991,  an 
increasing  number  of  institutions— insur- 
ance companies,  "vulture"  investors,  and 
pension  funds— are  fast  becoming  infatu- 


ated with  the  prospect 
of  potentially  high  re- 
turns in  residential  real 
estate. 

It's  easy  to  see  why 
the  smart  money  is  en- 
thusiastic. Record  low 
mortgage  rates  and  de- 
pressed home  prices  in 
many  parts  of  the  coun- 
try are  luring  hordes  of 
buyers.  "The  pent-up 
demand,  especially  for 
entry-level  housing,  is 
phenomenal,"  says  John 
S.  Long,  a  real  estate 
investor  in  El  Segundo, 
Calif.,  who  started  his 
own  homebuilding  oper- 
ation in  January.  So  far 
this  year,  existing  home 
sales  are  running  at  an 
annualized  rate  of  3.8  million,  the  best 
year  since  1979,  according  to  the  Na- 
tional Association  of  Realtors.  Despite 
that  strength,  banks  and  thrifts  that  of- 
ten funded  the  entire  cost  of  residen- 
tial development  projects  in  the  '80s 
now  require  builders  to  put  up  35%  or 
more  in  equity  for  a  project.  And  many, 
burned  by  soured  loans  on  raw  land,  re- 
fuse to  lend  at  all  for  land  development, 


INVESTORS 
ARE  BETTING  ON 
HOMEBUILDING 


TRADITIONAL  LEND- 
ERS HAVE  GONE  Bank 
lending  remains  tight, 
particularly  for  develop- 
ment of  land 

HOME  PRICES  HAVE 
BEEN  DECLINING  Low 

home  values  in  most  re- 
gions, combined  with 
lower  interest  rates,  have 
buyers  clamoring 

PROFITS  ARE  HUGE 

Investors  in  homebuilding 
are  now  boasting  returns 
exceeding  20%  a  year 

DATA:  BUSINESS  WEEK 


the  high-risk  phase  in  a  project  wh| 
the  streets  and  sewers  are  put  in. 

Nontraditional  money  sources  feel  tjj 
rewards  are  well  worth  the  risks.  "The- 
is  a  gigantic  arbitrage  opportunity  herj' 
says  Tom  Barrack  Jr.,  chairman  of  Co|j 
ny  Advisors  in  Los  Angeles.  Barrarj 
who  invests  money  for  institutions  suh 
as  Merrill  Lynch  &  Co.  and  Cargill  \t 
nancial  Inc.,  made  his  first  move  infi 
the  residential  market  last  spring,  a; 
bought  $470  million  in  performing  at! 
nonperforming  loans  from  Resolutij 
Trust  Corp.,  backed  largely  by  reside} 
tial  lots.  Within  the  next  12  months,  It 
expects  to  spend  an  additional  $300  nj 
lion  buying  residential  land  from  ban 
and  insurers  and  joint-venturing  wi! 
builders  to  develop  it.  Goldman,  Sachs 
Co.'s  $1  billion  Whitehall  Real  Estate  j 
vestment  Fund  is  looking  at  similar  de; 
and  investments  in  existing  homebui 
ers,  says  Vice-President  Barry  A.  Sholel 
tricky  odds.  Pension  funds  are  also  gji 
ting  into  the  game.  At  the  Californj 
Public  Employees'  Retirement  Systell 
which  has  committed  $300  million  ovn 
the  past  year  to  residential  projects s 
California,  chief  investment  officer  Ejj 
Witt  F.  Bowman  says  the  fund  is  on  b> 
get  to  earn  20%  annually  on  those  inve- 
ments.  Prudential  Home  Building  Inve 
tors  Inc.,  a  subsidiary  i 
the  insurance  giant,  ( 
pects   this   month  i 
close  a  $100  million  fui, 
with  three-quarters  I 
that  from  pension  fun< 
The  money  will  be  us 
as  equity  in  joint  vd 
tures  with  small  a 
midsize  homebuilde, 
across  the  country,  ma 
of  whom  don't  have  tj 
easy  access  to  capii 
enjoyed  by  the  larj 
publicly  held  homebui! 
ing  corporations. 

To  be  sure,  the  ru| 
into  residential  real  'j 
tate  carries  serio 
risks.  For  one  thing, 
banks  step  up  th< 
lending  to  homebuilde 
profit  margins  may  el 
The  new  band  of  tr 
believers,  though,  is  i 
fazed  by  such  scenari 
"We're  providing  capital  in  an  illiqi 
market,"  says  Frank  J.  Zaccanelli, 
ecutive  vice-president  of  Hillwood  I 
velopment  Co.,  a  land-development  cc 
pany  headed  by  Texas  investor  R<| 
Perot  Jr.,  which  is  making  its  fi; 
plunge  into  homebuilding.  To  ca: 
starved  builders,  that's  an  increasing 
familiar— and  reassuring— refrain. 

By  Amy  Barrett  in  Los  Angt 
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We're  Offering  A  Subtle 
Incentive  To  Fly  Our  Luxurious 


Save  On  Future  Flights  and 
Earn  Mileage,  Too.  Only 
With  Alitalia's  Club  Ulisse. 

Now  on  each  transatlantic  flight  in  our  new  Prima 
Business  Class,  our  Club  Ulisse  Award  Program  entitles 
you  to  $200  in  savings,  each  way  ($300  for  Top  Class ) 
applicable  towards  any  fare  on  future  flights.  You'll  als<  > 
accumulate  mileage  for  your  frequent  flier  program. 
Our  refurbished  Prima  Business  Class  offers  state-of- 
the-art  seats  you  can  acijust  for  uncommon  comfort  and 
lumbar  support,  a  new  menu  and  elegant  new  dining 
service.  For  a  copy  of  our  Club  Ulisse  Award  brochure 
call  1-800-843-9000.  Fly  Alitalia's  new  Prima  Business 
Class.  See  what  a  pleasure  it  can  be  to  save  as  you  fly. 
Call  your  travel  agent  or  Alitalia  at  1-800-223-5730. 

Alitalia  is  a  participant  in  the  mileage  programs  of  Continental,  United  and  USAir. 

Alitalia 


Ulisse  Award  Program  is  valid  only  for  full  fare  tickets  issued  in  the  U.S.  until  March  31,  1994.  Each  transatlantic  leg  flown  entitles  Top  Class  passengers 
f,  and  Prima  Business  Class  passengers  to  two  $  100  savings  vouchers,  redeemable  against  any  Alitalia  flight,  for  travel  prior  to  June  14,  1994.  Vouchers  may 
mulated  without  limit  until  March  31, 1994  and  are  transferable  at  passenger's  discretion.  This  program  is  not  combinable  with  any  other  discount  or  promotio 


BY  GENE  G.  MARCIAL 


'GUNSLINGER' 
WEINSTEIN:  STILL 
QUICK  ON  THE  PICKS 


Willie  Weinstein,  one  of  Wall 
Street's  "gunslinger"  traders 
in  the  1960s  and  early  1970s, 
is  back  doing  what  he  did  best:  Com- 
mitting big  bucks  to  huge  chunks  of 
stocks.  He  and  his  fellow  traders  at 
major  brokerage  firms  were  called  gun- 
slingers  because  of  the  gutsy  way  they 
snapped  up  shares.  Weinstein  now 
heads  his  own  investment  firm,  Gene- 
sis Merchant  Group  in  San  Francisco, 
and  his  recent  stock  picks  show  his 
hot  hand  is  still,  well,  hot.  Charter 
Medical,  Qualcomm,  and  Ocom  were 
among  his  picks  that  have  tripled  in 
the  past  two  years. 

"Our  only  game,"  says  Weinstein,  is 
to  "make  money  for  clients  by  picking 
the  right  stocks,  period."  He  limits 
Genesis'  $1.4  billion  portfolio  to  30 
stocks— primarily  companies  in  the  pro- 
cess of  "significant  change"  that  Wall 
Street  has  yet  to  appreciate.  Aided  by 
three  analysts  and  a  few  partners, 
four-year-old  Genesis  has  attracted  big 
investors,  including  the  Pritzkers  of 
Chicago  and  entrepreneur  Sam  Zell. 

Here's  what  Weinstein,  who  was 
chief  trader  at  Oppenheimer  for  13 
years,  is  now  betting  on: 

■  Charter  Medical,  whose  shares  he 
believes  are  still  "misvalued"  because  of 
its  unrecognized  "excellent"  psychiat- 
ric-hospital operations.  The  stock  is 
"very  attractive,"  adds  Ted  James,  a 
Genesis  partner  and  veteran  medical 
industry  analyst,  given  its  strong  cash 
flow  and  continued  deleveraging.  He 
sees  earnings  rising  to  $3.60  a  share  in 
fiscal  1994,  up  from  an  estimated  $3 
in  1993. 

■  Community  Psychiatric  Centers'  re- 
cent turnaround  gives  it  a  good  chance 
of  sharply  accelerating  earnings 
growth,  says  Weinstein,  who  notes  that 
the  company's  balance  sheet  is  a  "for- 
tress." Its  equity  comes  to  $450  million, 
and  total  debt  is  only  $26  million. 
Weinstein  sees  profits  jumping  to  $1.25 
in  fiscal  1994  from  an  estimated  50C 
this  year. 

■  Itel  is  positioned  to  benefit  from  the 
"explosive  growth"  in  demand  for  cop- 
per, coaxial,  and  fiber-optic  cable— used 
in  cable  TV  and  local-area  networks— 
via  its  Anixter  Distribution  and  An- 
tec  divisions.  Expected  to  be  in  the 
red  this  year,  Itel  should  earn  $1  in 


TOPS  WITH  WEINSTEIN 


Stock                      Ret  en  t 

Drue 

p/e- 

Two-year 

target  price 

CHARTER 

MEDICAL 

S22 

6 

$35 

COMM.  PSYCHIATRIC 

13 

10 

27 

EQUITY 

RESIDENTIAL 

35 

22 

52 

ITEL 

28 

17 

40 

RECOGNITION 

INTL 

17 

20 

33 

'Based  on  ]  994  earnings  estimates 
DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  GENESIS  MERCHANT  GROUP 


1994  and  $2  in  1995,  says  Weinstein. 

■  Equity  Residential  Properties  Trust, 
the  nation's  largest  REIT  for  apartment 
buildings,  went  public  on  Aug.  18  at  25 
a  share  and  swiftly  jumped  to  36.  The 
stock  is  enticing,  says  Weinstein,  be- 
cause of  the  company's  rapid  growth, 
plus  an  annual  dividend  of  $1.81  a 
share. 

■  Recognition  International  markets 
data-retrieval  and  imaging  products  to 
companies  that  process  huge  amounts 
of  paper-based  information.  Weinstein 
says  that  the  company  will  be  a  big 
factor  in  the  streamlining  of  "work 
flow,"  an  area  he  expects  will  become  a 
big  market.  He  sees  earnings  rising  to 
84<f  in  1994  from  1993's  estimated  32<f. 


DEEP  ASSETS  FOR  AN 
OIL  AND  GAS  PLAY 


Few  investors  have  been  giving 
Patrick  Petroleum  a  second  look, 
and  with  good  reason.  This  small 
independent  oil  and  gas  company  has 
been  in  the  red  since  1990,  so  its  Big 
Hoard  stock  has  been  locked  between  2 
and  2'A  a  share  all  year.  But  wait.  Why 
is  some  of  the  smart  money  now  buy- 
ing shares? 

Ever  hear  of  Detroit  Diesel?  It's  a 
hot  offering  that  popped  from  20  to 
25  in  one  day  at  its  initial  offering  on 
heavy  volume.  No,  Patrick  has  no  di- 
rect ties  with  Diesel,  which  makes  en- 
gines for  heavy  trucks  and  buses.  But 
of  importance  to  Patrick  is  this:  Roger 
Penske,  who  owns  the  transportation 
company  Penske  Co.,  owned  80%  be- 
fore the  Diesel  IPO.  And  Patrick  owns 
9.5%  of  Penske. 

Patrick  shares  have  become  an  asset 
play,  explains  Chuck  Strain  of  Strain 
Consultants  in  Houston.  He  estimates 
that  Patrick's  stake  in  Penske— whose 
value  has  been  enhanced  by  Diesel's 
hot  stock— to  be  worth  $2.78  a  share  in 


Patrick  shares,  exceeding  Patrick's  cu] 
rent  stock  price  of  $2.50. 

Patrick  owns  and  operates  oil  aiJ 
gas  properties  in  several  states,  iJ 
eluding  Louisiana,  Michigan,  Mississii 
pi,  Oklahoma,  and  Texas.  Its  oil  aifl 
gas  reserves,  figures  Strain,  are  worm 
$78  million,  or  $4  a  share,  includirij 
its  36%  stake  in  Marcum  Natural  Gaj 
Service.  So  Strain  values  Patrick's  dj 
and  gas  reserves  and  its  stake  in  Pen 
ske  at  $6.78  a  share.  Deducting  m 
debt  of  $2.22  a  share,  Patrick  is  worm 
$4.55  a  share,  figures  Strain. 


HITTING  THE 
JACKPOT  OVERSEAS? 


If  you  think  the  gambling  stocM 
have  peaked,  you  may  be  wroniH 
The  pros  continue  to  snap  up  gaiiB 
ing  shares,  and  now  they  are  zeroi™ 
in  on  International  Totalizator  SystemJB 
a  manufacturer  of  computerized  loll 
tery  and  horse-race  wagering  systemlH 
which  was  discussed  in  this  column  i 
May,  1992,  when  it  was  trading  at  4! 
Now  at  11,  some  investment  pros  insl' 
the  stock  is  just  starting  to  gain  ujji 
ward  momentum. 

Totalizator  is  big  in  developing  anj, 
managing  national  lottery  systems  if 
foreign  countries.  "The  market  for  lob 
teries  overseas  is  huge,"  says  Chark 
LaLoggia,  editor  and  publisher  of  Sp 
rial  Situation  Report.  Russia  and  Chir 
are  now  emerging  as  Totalizator's  ne  j^ 
major  markets,  he  says. 

Chairman  Jim  Walters  told  shar< 
holders  that  Totalizator  has  begun  shij 
ping  1,000  lottery  terminals  to  the  Ji 
in  province  of  China.  The  company  hi ., 
also  gotten  a  17-year  license  to  hel 
operate  and  expand  the  Russian  lot 
tery  system.  Walters  said  the  Russia 
lottery  will  have  1,000  Totalizator  te 
minals  by  1994;  The  company's  goal 
to  install  40,000  units  in  Russia  alor 
by  1996.  The  company  has  over  30,0( 
lottery  and  horse-race  wagering  tejfc 
minals  in  18  countries,  including  Au 
tralia,  Britain,  the  Dominican  Republi 
Norway,  Sweden,  and  Hong  Kong— tl  j|f 
latter  being  Totalizator's  biggest  ma 
ket  so  far. 

A  Smith  Barney  Shearson  portfol 
manager  believes  the  stock  "will  be 
in  two  years."  Berjaya  Lottery  Mai 
agement,  a  gaming  subsidiary  of  Be 
jaya  Group  Berhad  located  in  Malaysi 
apparently  agrees:  It  raised  its  stai 
to  40%  on  Oct.7.  Berjaya  is  bidding  1 ; 
get  various  licenses  to  operate  lotterit 
in  the  Pacific  Rim,  especially  in  Chin 
notes  this  pro. 
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Before  you  buy  a  plain  paper  fax 
take  a  look  at  our  shopping  list 


"^anon's  reputation  for 
->  quality  has  always  put  our 
lin  paper  fax  at  the  top  of 
?ryone's  list.  But  now  there's 
e  more  reason  to  make  the 
in  fax  your  #1  choice:  Value. 

If  you  buy  any  Canon  Laser 
ass™  700  Series  FAX  from 
3tember  1-November  30, 1993 
rticipating  Canon  authorized 
ilers  will  throw  in  a  special 
:kage  with  the  extras  you  want 
>st:  More  memory,  more  service 
J  computer  connectivity. 

All  that,  plus  Canon's  built-in 
vantages.  Exclusive  image  pro- 
sing and  laser  printing  technology 


^„«er  economv. 

.Free  one-year  mggg 

contract  at  dealer  s/^j^ 
regular  price.  kf^m 


Official  Facsimile  of 
»  Hfor«CupUSA94" 
and  U.S.  National  Team 


dealer  prices  may  vary  Canon  USA  does  not  warrant  or  endorse  third  party  tax  software  Memory  upgrade  not  available  on  FAX-L790 
luter  Interface  not  available  on  FAX-L700/  L790  'Based  on  CCITT  #1  chart  ©  1993  Canon  USA.  Inc. 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second::" 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridge 
that  allows  you  to  easily  replace 
everything  that  can  wear  out  in 
the  printing  process. 

Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait?  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Canon 
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WHO'S  MINDING 
THE  GUN  COUNTER? 


A  lawsuit  spotlights  firearm  violations  at  Kmart 


When  one  thinks  of  guns,  one 
doesn't  often  think  of  Kmart 
Corp.  But  on  Oct.  8,  the  na- 
tion's largest  retailer  was  indisputably 
linked  to  the  sale  of  firearms.  A  Florida 
jury  ordered  the  company  to  pay  Debo- 
rah Kitchen  $12.5  million.  Kitchen  had 
sued  Kmart  for  recklessly  selling  a  .22- 
caliber  rifle  to  her  former  boyfriend, 
who  in  1987  shot  her  in  the  neck  at 
point-blank  range.  She  survived— but 
was  rendered  a  quadriplegic  for  life. 

The  jury  found  that  Kmart  was  negli- 
gent when  it  sold  the  rifle  to  Kitchen's 
heavily  intoxicated  ex,  Thomas  Knapp. 
Knapp  was  so  drunk  he  could  not  legibly 
fill  out  the  federal  firearms  form  re- 
quired by  law  of  all  gun  purchasers.  A 
Kmart  clerk  completed  the  task  for  him, 
trial  evidence  showed.  Knapp  is  now 
serving  a  40-year  prison  term. 

The  retailer,  based  in  Troy, 
Mich.,  is  appealing  the  verdict, 
the  largest  of  its  kind.  Kmart 
argues  that  Knapp  used  a  dif- 
ferent rifle  from  the  one  he 
bought  at  Kmart  to  shoot 
Kitchen.  In  addition,  the  retail- 
er contends  that  even  if  Knapp 
did  use  the  Kmart  gun,  it  could 
not  have  foreseen  the  tragic 
episode  and  therefore  shouldn't 
be  held  liable  for  the  incident. 
POOR  TRAINING?  But  Kitchen's 
case  is  more  than  an  isolated 
incident.  Court  documents, 
records  from  the  Bureau  of  Al- 
cohol, Tobacco  &  Firearms,  and 
interviews  with  many  clerks 
and  managers  at  stores  nation- 
wide reveal  troubles  at  Kmart, 
which,  along  with  Wal-Mart 
Stores  Inc.,  is  one  of  the  na- 
tion's two  largest  sellers  of 
guns  and  ammunition.  The  doc- 
uments and  interviews  suggest 
that  certain  Kmart  stores  fail 
to  adhere  to  federal  and  state 
firearms  laws  and  inadequately 
train  clerk  .  about  basic  gun 

DEBORAH  KITCHEN  WON  A  $12.5 
MILLION  AWARD  FROM  KMART 


statutes  and  internal  safety  procedures. 

Wal-Mart  also  has  had  its  problems 
with  gun  sales.  Interviews  with  employ- 
ees by  BUSINESS  WEEK  show  discrepan- 
cies in  their  knowledge  of  internal  proce- 
dures and  government  guidelines  in  the 
sale  of  firearms.  The  chain,  based  in 
Bentonville,  Ark.,  declined  to  comment 
for  this  story  or  to  respond  to  written 
questions  submitted  to  its  executives. 

The  sheer  size  of  Kmart  and  Wal- 
Mart  enables  them  to  control  a  large 
portion  of  the  consumer  market.  The 
National  Sporting  Goods  Assn.  estimates 
that  in  1992,  discount  stores  selling  fire- 
arms, primarily  Kmart  and  Wal-Mart, 
accounted  for  $81  million  of  the  $488 
million  of  annual  sales  of  rifles  and  $77 
million  of  the  $433  million  annual  sales  of 
shotguns.  Discounters'  market  share  in 


DISCOUNTERS  SELL  $158  MILLION  WORTH  OF  RIFLES  AND  SH01 11 
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shotguns  jumped  from  17.4%  in  1982 
27.8%  in  1992,  while  their  market  sh 
of  rifles  increased  from  13.5%  in  I 
to  22.5%  in  1992,  the  trade  group 
ports.  Both  retailers  declined  to  rele  sF! 
information  on  sales  or  volume  of 
arms  and  ammunition  sold. 

As  for  handguns,  Wai-Mart  probaj,- 
leads  all  other  competitors  in  the  $' , 
million  market  for  such  weapons.  r 
chain  carries  an  array  of  pistols  and 
volvers  at  an  estimated  600  of  its  1,1  s 
stores.   Kmart  also  sells  handgu 
though  not  at  any  of  its  2,400  stores 
sells  them  through  its  wholly  owi  t, 
subsidiary,  Sports  Authority,  a  Ft.  L 
derdale-based  specialty  store  that  off 
the  weapons  at  most  of  its  66  outlet: 

Certainly  Kmart  and  Wal-Mart  m; 
thousands  of  sales  without  incident 
its  part,  Kmart  says  its  written 
arms  policies  are  strict  and  sou 
"Kmart  always  has  taken  very  serioi 
the  responsibility  that  goes  along  w 
the  selling  of  firearms,"  says  ShaL 
McGee  Kahle,  director  of  corporate  c<[ 
munications.  "We  require  training  in  fj 
arms-law  procedures  at  the  local,  stsjt 
and  federal  level."  In  a  written  respo. 
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HI  1LY,  AND  SOME  OF  THEIR  CLERKS  HAVE  HAD  LITTLE  TRAINING 


jcj  aestions  posed  by  BUSINESS  week, 
I]  rt  contends  that  in  many  instances, 

■  ithe  victim  of  "civil  actions  brought 
N  idividuals  seeking  financial  gain." 

lil  SPREAD  PATTERN.  According  to  doc- 
II  its  obtained  from  the  Bureau  of  Al- 
ii  I,  Tobacco  &  Firearms,  however, 
tl  rt  stores  have  been  repeatedly  cited 
H  iolating  firearms  laws,  including  fail- 

I  to  maintain  current  state  licenses 
M  ;o  fill  out  basic  paperwork  required 

■  jderal  law.  atf  records  show  that 
n  x  stores  inspected  within  the  past 
H  years,  all  of  which  were  previously 

■  ved  in  litigation,  three  have  been 
if  for  numerous  firearms  violations. 

■  her  store,  the  one  at  which  Knapp 
ij  ht  his  shotgun,  hasn't  been  inspect- 

II  nee  1980,  according  to  ATF  records. 
I  ihle  says  that  she  is  unable  to  ad- 
I ;  ATF  reports  citing  violations  at  in- 

■  ual  stores.  But  in  general,  she  says 

■  Kmart  is  working  closely  with  the 
M  to  "make  sure  we're  following  the 
<tj  er  procedures."  Kahle  adds  that  in 

■  1,    Kmart   revised   its  internal 
iBrrms  policies  and  procedures,  and 
tW  ,TF  found  them  to  be  "improved." 
I  ngthy  gaps  between  inspections  are 


not  surprising,  given  the  state  of  the 
undermanned  and  overwhelmed  ATF. 
The  government  permits  nearly  300,000 
individuals  and  stores  to  operate  as  gun 
dealers,  granting  licenses  for  as  little  as 
$10  a  year.  But  federal  firearms  inspec- 
tors, who  must  make  sure  gun  dealers 
obey  the  law,  number  fewer  than  220. 
"There  is  no  way  we  can  possibly  get 
around  to  all  firearms  dealers,"  says  ATF 
spokeswoman  Susan  McCarron.  "A  lot 
of . . .  stores  are  in  rural  areas,  and  we 
may  not  get  to  them  for  years." 

Still,  when  the  ATF  does  pay  a  visit, 
inspectors  in  some  cases  have  turned 
up  problems,  says  atf  spokesman  Jack 
Killorin.  The  Kmart  store  in  Oxon  Hill, 
Md.,  for  instance,  was  cited  for  "numer- 
ous record-keeping  discrepancies,"  ac- 
cording to  an  April  ATF  report.  The  ATF 
found  that  the  store  didn't  even  possess 
a  current,  valid  state  firearms  license.  In 
addition,  inspectors  cited  the  store  for 
failing  to  require  customers  to  show  suf- 
ficient identification  before  purchasing 
a  firearm  and  to  fill  out  federal  firearms 
forms  properly.  The  report  also  notes 
an  ongoing  ATF  "legal  enforcement" 
probe  of  the  store. 


KMART  AT  OXON  HILL,  MD.: 
CITED  BY  THE  FEDS 

Tony  Tanedo,  sporting- 
goods  manager  at  the  Oxon 
Hill  store,  concedes  that 
mishaps  occur  when  em- 
ployees fail  to  implement 
the  retailer's  internal  poli- 
cies. "The  problem  is  not 
with  the  written  policies, 
but  with  the  people  who 
are  not  following  them," 
says  Tanedo. 

At  a  Kmart  store  in 
Southfield,  Mich.,  a  Novem- 
ber, 1992,  ATF  inspection 
showed  that  in  25  instances 
over  two  years,  clerks  failed 
to  require  purchasers  to 
complete  firearms  forms.  It 
was  at  the  Southfield  store 
that  a  drunken  18-year-old 
bought  deer  slugs  in  1984. 
The  youth  used  them  to 
settle  a  score  with  an  ac- 
quaintance, permanently 
disabling  him.  The  victim, 
Anthony  Buczkowski,  filed 
suit  against  Kmart  and  won 
a  $L5  million  judgment.  But 
in  September,  1992,  the 
Michigan  Supreme  Court 
reversed  the  verdict,  ruling 
"intoxicated  buyers"  are  not 
legally  deemed  unfit  to  buy 
ammunition. 

The  problems  at  Kmart 
and  Wal-Mart  may  stem 
from  the  way  firearms  are  sold.  Many 
firearms  clerks  at  Kmart  and  Wal-Mart 
are  young— generally  of  high  school  or 
college  age.  According  to  interviews 
with  22  Kmart  and  Wal-Mart  employ- 
ees, their  experience  in  handling  or  sell- 
ing firearms  varies  widely  from  store 
to  store.  At  some  stores,  training  in 
how  to  detect  drunk,  drugged,  or  un- 
stable customers  is  lacking.  "One  of  the 
problems  in  a  large  chain  store,  as  op- 
posed to  a  specialty  gun  store,  is  turn- 
over," says  the  atf's  Killorin. 

A  newly  hired  sporting-goods  clerk 
at  a  Wal-Mart  in  Harrisonburg,  Va.,  says 
she  was  put  on  the  floor  without  any 
formal  firearms  training  or  instruction. 
The  18-year-old  clerk  told  BUSINESS 
WEEK  she  would  not  feel  comfortable 
selling  a  gun  by  herself  and  would  seek 
out  assistance  from  other  staff.  By  con- 
trast, the  sporting-goods  section  at  a 
Wal-Mart  store  in  Slidell,  La.,  is  staffed 
by  retired  military  officers  with  20  years 
experience  in  handling  firearms,  accord- 
ing to  interviews. 

It  was  a  perceived  lack  of  training 
that  convinced  jurors  in  the  Kitchen 
case  of  Kmart's  liability.  "It's  pretty  con- 
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cerning  to  see  how  easy  it  was  to  get 
this  firearm,"  says  jury  foreman  Sean 
Callahan.  "The  clerk's  lack  of  training 
was  really  Kmart's  downfall." 

Kmart's  Kahle  explains  that  the 
store's  training  procedures  are  thorough 
and  strict.  She  says  employees  are  re- 
quired to  become  familiar  with  training 
manuals  and  must  attend  in- 
store  classes  on  the  sale  of  fire- 
arms. They  view  videos  showing 
simulated  sales  to  explain  what 
is  required  when  customers  pur- 
chase weapons.  Kahle  also  notes  that,  as 
of  this  year,  Kmart  has  increased  the 
frequency  of  its  training  sessions  and 
internal  auditing  of  gun  records.  "Corpo- 
rately,  we're  making  sure  procedures 
are  followed,  and  we're  going  to  intensi- 
fy those  efforts,"  she  says. 
loopholes.  Certainly,  mishaps  and  over- 
sights at  stores  are  only  partly  to  blame 
in  the  escalation  of  gun-related  violence. 
Loopholes  in  the  law  are  also  a  problem. 
While  federal  law  prohibits  the  sale  of 
guns  or  ammunition  to  "unlawful  users 
of  any  controlled  substance,"  no  law 
specifically  bars  the  sale  of  weapons  or 
ammunition  to  intoxicated  customers. 
While  federally  licensed  firearms  dealers 
are  prohibited  from  selling  ammunition 
to  convicted  felons,  retailers  are  not 
obliged  to  inquire  about  customers'  crim- 
inal records.  No  law  requires  a  store  to 
train  its  staff  on  the  particulars  of  sell- 
ing firearms.  And  nothing  on  the  books 
compels  retailers  to  ask  how  purchasers 
intend  to  use  their  guns. 

In  10  suits  reviewed  by  BUSINESS 
week  against  Kmart  and  Wal-Mart,  the 
companies  contended  that  they  were 
careful  to  comply  with  current  law. 
Moreover,  they  note  that  they  cannot 
predict  whether  customers  who  purchase 
guns  are  dangerous.  A  number  of  judg- 
es have  agreed  with  them,  ruling  in  the 
companies'  favor  in  six  of  the  suits. 
Three  were  decided  for  the  plaintiffs 
while  another  was  settled  out  of  court. 

The  case  of  Susan  Drake  illustrates 
the  tangled  nature  of  the  laws  governing 
the  sale  of  firearms— and  the  difficulty  of 
determining  liability.  In  1988,  Drake,  19, 
went  to  a  Wal-Mart  store  in  Bartles- 
ville,  Okla.,  to  buy  a  handgun.  When  a 

KMART  AND  WAL-MART 
MALE  CUSTOMERS  INTO 

sales  clerk  asked  her  for  identification, 
she  showed  a  driver's  license  stamped 
with  "UNDER  21"  in  large  red  letters, 
court  records  show.  State  and  federal 
laws— as  well  as  Wal-Mart's  own  poli- 
cy—prohibit the  sale  of  handguns  to  mi- 
nors. But  court  records  show  the  store 
clerk  still  sold  Drake  the  weapon,  which 


she  used  the  following  day  to  kill  herself. 

In  a  1992  deposition  in  a  case  brought 
by  Drake's  family,  a  Wal-Mart  regional 
compliance  supervisor  admitted  that 
store  employees  in  Oklahoma  had  not 
been  instructed  to  watch  for  the 
UNDER  21  stamp,  nor  were  they  taught 
how  to  look  for  signals  put  out  by  peo- 


keeping  track  of  an  ever-growing  m 
of  local,  state,  and  federal  firearms  1; 
for  the  decision. 

In  the  late  1970s,  Target  stores 
continued  the  sale  of  hunting  rifles.  ' 
see  ourselves  as  a  family  store,  and 
didn't  see  fireaims  as  a  fit,"  says  spol 
woman  Carolyn  Brookter. 


MOST  MASS  MERCHANDISERS,  INCLUDING  SEARS  AND 
PENNEY'5,  HAVE  GOTTEN  OUT  OF  THE  GUN  BUSINESS 


pie  in  distress.  Wal-Mart  attorneys  ar- 
gued that  the  store  could  not  have  fore- 
seen the  suicide.  An  Oklahoma  state 
court  judge  agreed,  but  the  case  is  on 
appeal.  Meanwhile,  the  store  has  dis- 
continued its  sales  of  handguns. 

Many  store  employees  believe  pur- 
chasing firearms  from  the  chains  is  far 
better  for  consumers  interested  in  ac- 
quiring and  using  guns  legitimately  than 
is  buying  from  smaller  dealers.  "Kmart 


FIRED  UP  ABOUT  GUNS 


CONSUMER  SPENDING 
—  ON  FIREARMS  
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offers  a  better  atmosphere  for  a  16-year- 
old  who  comes  into  the  store  with  his  fa- 
ther to  buy  his  first  hunting  rifle,"  says 
Kmart  Tampa  store  manager  Mike  Rog- 
ers. Richard  Gardiner,  legislative  counsel 
for  the  National  Rifle  Assn.,  believes 
specialized  knowledge  is  unnecessary  in 
the  sale  of  most  weapons.  "Selling  a 
firearm  is  like  selling  anything  else,"  he 
says.  "As  long  as  a  person  can  read,  it's 
relatively  straightforward." 


-''1 


USE  WEAPONS  SALES  TO  DRAW 
STORES,  SAY  INDUSTRY  EXPERTS 


Still,  most  other  mass  merchandisers 
have  gotten  out  of  the  gun  business. 
Since  1980,  Sears  Roebuck,  J.  C.  Pen- 
ney, Montgomery  Ward,  Target,  and 
Ames  Department  Stores  all  have  taken 
firearms  off  their  shelves.  They  cite  lack 
of  profitability,  concern  over  misuse  of 
weapons,  and  the  difficulties  involved  in 


Kmart  and  Wal-Mart  also  posit 
themselves  as  wholesome,  all-Ameri 
stores.  But  their  marketing  philoso] 
on  guns  is  radically  different:  They  i 
the  weapons  to  draw  male  custom 
into  their  stores,  industry  experts  I 
Once  there,  these  shoppers  often 
other,  highly  profitable  items,  such 
hunting  clothing  and  accessories.  In 
tain  stores,  firearms  can  lead  to  a  5 
increase  in  hunting-gear  sales,  i 
Kmart's  Rogers.  "Their  biggest  valu 
that  they're  an  attraction  to  a  one-s 
hunting  shop,"  he  says.  "We  have  tc 
what  we  have  to  do  to  get  busines 
the  store." 

decoy.  Some  advocacy  groups  have 
cided  to  test  the  effectiveness  of  rel 
ers'  internal  policies.  Detroit's  Save 
Sons  &  Daughters  (SOSAD),  a  cri: 
watch  group,  wanted  to  see  whet  t 
Kmart  would  sell  ammunition  to  un< 
age  customers.  On  New  Year's  Eve 
year,  the  group  sent  two  boys,  agec  :• 
and  16,  to  a  store  in  a  Detroit  subi  ; 
"The  clerk  asked  me  for  my  I.D.  Wh( 
said  I  didn't  have  any,  the  clerk 
'I'm  not  supposed  to  be  doing  this,' 
then  he  rang  it  up  anyway,"  recalls  1  'P' 
rico  Henley,  who  turned  17  last  spr 
The  message  on  Henley's  receipt:  "H 
a  safe  and  happy  New  Year." 

Kmart  denies  the  incident,  sayini 
adult  made  the  purchase  tor  Henley 
his  friend.  But  sosad  member  A 
Martin,  who  accompanied  the  boys 
the  store  says,  "No  way.  I  was  stand 
15  to  20  yards  away  from  the  couij 
during  the  entire  transaction." 

Given  the  growing  popularity  of 
arms,  and  an  endless  stream  of  gun 
violence,  better  control  of  tl 
sale  seems  essential.  But 
restrictions  will  face  opposi 
from  those  who  contend  fj 
most  gun-buyers  are  law-a 
ing  citizens.  "If  you're  tali 
about  sales  of  hundreds  of  thousand 
guns,  12  suits  [against  Kmart  and  \ 
Mart]  doesn't  indicate  there's  a  pi| 
lem,"  says  the  nra's  Gardiner.  Yet  v 
so  many  dangerous  weapons  in 
hands  of  so  many  people,  there  maj 
no  such  thing  as  being  too  careful 
By  Loren  Berger  in  Washt 
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American  Bush 


The  Business  Week  Symposium  of  Chief  Executive  Officers 

The  Willard  Hotel,  Washington,  D.C.,  October  20th  -  22nd,  1993 

"or  the  sixth  consecutive  year.  Business  Week  is  proud  to  present  the  most  prestigious  executive  gathering  in  corporate 
\merica.  The  Business  Week  Symposium  of  Chief  Executive  Officers,  an  invitation-only  gathering  of  this  country's 
eadership  elite.  Each  year,  a  select  group  of  CEOs  meet  to  confront  new  challenges  of  industry  and  state. 

As  in  past  years,  this  conference  presents  a  rare  sponsorship  opportunity  -  a  chance  to  lie  a  participant  in  corporate  history  as 
ts  being  made.  The  CEOs  will  trade  their  insights  on  a  dramatic  agenda  of  critical  issues,  including  The  Transformation  of 
^oiporate  Structures,  Managing  the  ( Creative  ( iorporate  Culture  and  The  Education  Deficit. 

Hie  Business  Week  Symposium  of  Cliief  Executive  Officers.  This  is  what  American  Business  is  coming  to. 
speakers  will  include: 


George  B.  Bennett        Paul  Fireman 

Chairman  and  CEO       Chairman  and  CEO 
Symmetrix,  Inc.  Reebok 


Robert  D.  Kennedy 

Chairman  and  CEO 
I  nion  Carbide 
t  Corporation 


Dana  Mead 

President 
Ten  neco 


Eckhard  Pfeiffer 

President  and  CEO 
Compaq  Computer 
Corporation 


I  Vesented  in  association  with: 


Jonathan  C,  Crane 

President  of 
Multinational  Accounts 
MCI  Com m  u n ica t ions 
Corporation 


BMW  •  Compaq  Computer  Corporation  •  MCI  Conimunieations  Corporation  •  Symmetrix,  Inc. 

A  limited  number  of  additional  sponsorship  positions  are  available. 
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TAKING  A  LAPTOP 
ON  A  CALL 


Technology  is  turning  selling  from  a  black  art  to  a  science 


It's  a  jungle  out  there  in  the  fast- 
changing  telecommunications  equip- 
ment market,  and  when  Ascom 
Timeplex  Inc.  sends  salespeople  to  call 
on  customers,  it  arms  them  to  the  teeth 
with  technology.  Before  a  sales  call,  they 
fire  up  Apple  PowerBook  computers  to 
review  their  prospects'  previous  con- 
tacts with  Timeplex  telemarketers.  Dial- 
ing in  to  the  company's  worldwide  data 
network,  the  PowerBook  can  retrieve 
the  latest  price  lists,  engineering  and 
configuration  notes,  status  reports  on 
previous  orders,  and  electronic  mail  from 
anywhere  in  the  company.  And  when 
deals  are  struck,  the  laptops  actually 
record  each  order,  double-check  them 
for  errors,  and  send  them  electronically 
to  Timeplex  headquarters  in  Woodcliff 
Lake,  N.J. 

Timeplex'  200-plus  salespeople  may 
not  know  it,  hut  they're  at  the  forefront 
of  a  technology  wave  that's  sweeping 
global  business.  As  companies  demand 
more  work  from  fewer  people,  strive  to 
differentiate  commodity-like  products, 
and  keep  hard-won  customers,  they're 
relying  on  computers  to  transform  sell- 
ing from  a  black  art  into  a  thoroughly 
engineered  "business  process." 

It's  about  time.  There  are  some  8  mil- 
lion people  in  the  U.  S.  work  force  who 
are  directly  involved  in  sales,  and  it  now 
costs  $250  and  up  to  send  any  one  of 
them  on  a  call.  "The  sales  force  is  the 


single  biggest  marketing  cost 
in  major  corporations,"  says 
Paula  George  Tompkins,  chief 
executive  of  SoftAd  Group,  a 
Mill  Valley  (Calif.)  designer  of 
sales-automation  systems.  So, 
she  says,  there's  a  tremen- 
dous desire  to  improve  the 
odds  of  a  salesperson  coming 
back  with  an  order.  As  a  re- 
sult, sales-force  automation 
tools  and  services  have  be- 
come a  $1  billion  market,  on 
its  way  to  $2.7  billion  in  1997, 
says  market  researcher  Inter- 
national Data  Corp. 
paper  chase.  Hype?  Some, 
surely.  This  is  sales,  after  all. 
But  done  correctly,  investments  in  sales 
technology  can  pay  off  handsomely.  Be- 
fore "reengineering,"  sales  reps  at  Time 
plex  would  spend  days  getting  quotes 
and  proposals  typed  up  and  faxed  to 
customers.  "The  salesperson  was  con- 
tinually on  the  phone,"  says  Peter  Cam- 
mick,  director  of  sales.  Incoming  orders 
triggered  a  paper  chase  that  lasted  as 
long  as  10  days  before  manufacturing 
of  a  custom  system  could  begin.  Now, 
with  laptop  computers  handling  much 
of  the  process,  price  quotes  are  available 
in  two  hours,  not  two  weeks.  Orders 
have  25%  fewer  errors  and  take  just 
four  days  to  process. 
Computers  were  long  ago  enlisted 


in  the  cause  of  sales,  of  course.  Pract  ie 
ly  since  the  moment  personal  compur 
arrived,  they  have  been  helping  n : 
age  contact  lists  and  prepare  perso  1st 
ized  letters— a  godsend  for  those  ^  :t 
Lomans  working  out  of  their  hot- 
without  a  secretary.  The  first  port  rf 
computers  helped  collect  marketing  is 
ligence  from  salespeople  in  the  field  I 
monitored  each  rep's  activity.  But  rra 
self-motivated  reps,  Cammick  rec: 
perceived  a  "leash"  around  their  ne 
not  a  tool  that  would  help  them  ir : 
more  money.  Many  mill;  - 
were  wasted  on  wrongh 
ed,  superficial  automa 
schemes. 


ANATOMY  OF  THE  SALES  PROCESS 
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The  sales  process  for 
industrial  products- 
valves,  say— usually 
involves  many  areas  of 
a  company  that  operate 
independently  and  have 
separate  information 
systems.  So,  by  fax  and 
(phorte,  here's  how  a 
salesperson  proceeds: 


1  Contacts  sales 
administration  for 
a  rundown  on  the 
best  leads 


2  Requests  sales 
literature  and  other 
fresh  material  from 
marketing. 


3  After  the  order,  it's  time  to  check  with  the 
pricing,  credit,  and  manufacturing  depart- 
ments. There  may  be  dozens  of  calls  before 
the  order  is  closed. 


4  A  fir 

manuf 
shippir  ' 
delivei  | 
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iay,  the  entire  sales  process  is  be- 
ethought,  as  companies,  having 
I  costs,  focus  on  boosting  revenues 
3  key  to  better  profitability.  A  ma- 
>al  is  making  the  sales  force,  often 
sized  itself,  substantially  more  pro- 
re  by  better  managing  opportunity, 
lation:  Use  information  to  help  you 
/our  best  shots,  reduce  the  time  it 

to  close  an  order,  increase  the 
af  successful  closes,  and,  as  Ken- 

L.  Dulaney,  consultant  Gartner 
3  Inc.'s  vice-president  for  mobile 
ess  strategies,  puts  it,  "get  the 
you  asked  for." 

rs  Roger  L.  Pigg,  manager  of  sales 
lation  at  Deere  Power  Systems,  a 


division  of  John  Deere  Co.  based  in  Wa- 
terloo, Iowa:"  "We're  trying  to  empower 
the  salesperson  with  the  collective  intel- 
ligence of  the  organization."  Deere  Pow- 
er, a  maker  of  diesel  engines  and  other 
heavy  equipment,  learned  from  a  study 
by  Digital  Equipment  Corp.  consultants 
that  its  salespeople  were  spending  too 
much  time  "mining  for  data."  Before  go- 
ing on  a  sales  call,  they  might  spend  a 
full  day  logging  into  various  computer 
systems— including  a  very  unfriendly 
mainframe— and  calling  different  depart- 
ments to  gather  information.  Then,  after 
visiting  the  customer,  they  spent  still 
more  time  filling  in  forms  and  updat- 
ing computer  files. 

All  this  "caused  gaps  in  the  sales  pro- 
cess and  allowed  competitors  to  beat 
us  to  the  deal,"  Pigg  recalls.  But  new 
technology  is  closing  those  gaps.  De- 
partments that  used  to  keep  information 
to  themselves  now  share  it  across  a  net- 
work. Most  information  relating  to  a 
customer  is  available  with  a  single  call 
into  the  net,  Pigg  says,  driving  pre-call 
prep  time  down  to  a  half  day  or  less. 

The  mainframe  is  still 
there,  but  it  is  hidden 
behind  the  "prettier"  fac- 
es of  modern  PC  soft- 
ware. And  updating  cus- 
tomer files  is  now 
handled  automatically. 
Pigg  declines  to  spell 
out  the  financial  benefits,  saying  only 
that  the  project  was  "financially  justi- 
fied" within  company  guidelines. 

Pharmaceutical  companies  are  prob- 
ably the  most  advanced  in  sales  automa- 
tion—they're now  on  their  third  genera- 
tion of  systems.  And  no  wonder,  given 
the  hit-and-run  tactics  their  sales  reps, 
called  detailers,  use.  Their  mission  is 
not  to  get  orders  signed  but  rather  to 
sway  doctors'  preferences  when  writing 
prescriptions.  Detailers  may  wait  an 
hour  and  then  get  just  five  minutes  of  a 
harried  physician's  time  in  which  to 
make  their  pitch,  hand  over  literature 
and  a  box  of  sample  pills,  and  collect 
the  doctor's  signature.  A  good  rep  gets 
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A  powerful  laptop  computer 
dials  into  the  corporate  network 
to  give  sales  rep  access  to  most 
vital  information.  It  can  prepare 
memos,  send  faxes,  and  commu- 
nicate via  electronic  mail.  It  can 
show  customized  marketing 
presentations,  too.  A  single  call 
back  to  the  headquarters  net- 
work can  tap  into  all  relevant 
department  data  bases.  The 
laptop  can  validate  configura- 
tions of  complex  products,  too. 
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to  call  on  only  about  six  doctors  a  day. 
Success  is  measured  by  an  increase  in 
the  drug's  sales  at  local  pharmacies. 

Many  drug  companies  are  using  so- 
phisticated modeling  techniques  to  in- 
crease the  effectiveness  of  those  few 
brief  calls.  Dendrite  International  Inc. 
supplies  some  18,000  drug  reps  with  a 
service  that  analyzes  pharmacy  sales 
data  to  determine  the  best  doctors  to 
call  on  with  a  particular  new  product. 
This  is  especially  useful,  says  John  E. 
Bailye,  Dendrite's  founder  and  chief  ex- 
ecutive, when,  as  is  typical,  reps  have  to 
choose  from  perhaps  900  doctors  in  their 
territory  to  pitch  three  different  new 
products.  Software  due  out  next  year,  he 
says,  will  analyze  each  rep's  travel-relat- 
ed expenses— a  major  variable  cost— and 
calculate  their  productivity  more  accu- 
rately than  ever  before. 

The  next  most  intensive  users  of  sales 
automation  are  industries  dealing  in 
technically  complicated  products  such  as 
computer  gear  and  financial  services. 
Laptops  in  the  field  can  help  deliver  lots 
of  detailed  information,  fresh  from  the 
home  office's  data  banks,  and  even  help 
customers  actually  see  what  they're 
about  to  buy.  Massachusetts  Financial 
Services  Co.  has  developed  PC  software 
to  help  small  community  banks  sell  its 
range  of  mutual  funds.  It  lets  a  bank 
officer  generate  a  personalized  and  color- 
ful financial  analysis  for  each  prospective 
customer— an  alluring  come-on,  it's 
hoped,  for  first-timer  investors. 
"VIRTUAL  OFFICES."  cwc  Inc.  in  Mankato, 
Minn.,  developed  something  analogous 
for  an  unidentified  truckmaker.  Sales 
rep  and  customer  sit  together  and,  using 
CWC's  graphics-based  program,  build  a 
truck  on  the  computer  screen  by  picking 
from  a  menu  of  hardware  options  and 
paint  jobs.  The  program  shows  just 
what  the  rig  will  look  like,  keeps  a  run- 
ning tally  of  the  price,  and  can  analyze 
different  financing  plans,  too. 

Perkin-Elmer  Corp.,  a  maker  of  ana- 
lytic instruments,  is  going  even  further. 
It's  shutting  down  sales  facilities  across 
the  country,  plowing  the  savings  into 
research  and  development,  and  using  a 
network  of  powerful  color  laptop  com- 
puters to  give  its  200-plus  North  Amer- 
ican sales  reps  "virtual  offices."  Working 
out  of  their  homes,  they  now  have  ac- 
cess to  more  detailed  information  than 
ever  before.  For  selling  a  line  of  infrared 
instruments,  laptops  help  visually  config- 
ure products  that  have  some  10,000  pos- 
sible variations.  "It's  really  tough  to 
keep  up  with  what  widgets  go  with 
which,"  says  Michael  H.  Elliott,  manager 
of  sales  and  marketing  systems.  Comput- 
ers, he  says,  can  help  turn  sales  reps 
into  consultants.  Fine— as  long  as  the 
machines  don't  start  asking  for  a  cut  of 
the  commissions. 

By  John  W.  Verity  in  New  York 
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BREAKING  DOWN  THE  WALLS 
BETWEEN  PROGRAMS 


Once  again,  Microsoft  is  out  front  in  "suites" 


On  Oct.  19,  Microsoft 
Senior  Vice-Presi- 
dent    Frank  M. 
"Pete"  Higgins  is  going  to 
try  to  make  software  disap- 
pear. It's  not  a  new  magic  act 
but  a  new  philosophy  in  soft- 
ware. Microsoft  Corp.  plans 
to  revamp  its  entire  applica- 
tions-program line  with  a  new 
version  of  Microsoft  Office,  a 
software  "suite"  that  includes 
a  word  processor,  spreadsheet, 
electronic  mail,  and  data-base 
packages— all  for  one  low  price 
The  separate  programs,  to  b 
released    over    the  next 
months,  are  designed  to  wor 
so  well  together  that  the  ind 
vidual  packages  will  simply  fa< 
away.  "We're  moving  toward 
world  in  which  the  applications 
are  pretty  much  invisible,"  says 
Higgins. 

Software  isn't  the  only  thing 
that  might  start  to  vanish.  Some  of 
Microsoft's  rivals  in  the  applica- 
tions business  also  could  end  up  on 
the  endangered  species  list.  That's 
because  Microsoft's  technique  for 
breaking  down  the  barriers  between 
programs,  a  communications  technology 
called  Object  Linking  &  Embedding 
(OLE),  will  appear  in  Microsoft's  suite 
long  before  OLE  surfaces  in  programs 
from  other  top  suppliers. 

Analysts  believe  that  OLE  will  now 
become  an  industry  standard  for  linking 
applications.  Programs  written  to  the 
standard  will,  in  theory,  act  virtually  as 
one.  With  Microsoft  Office,  for  example, 
a  spreadsheet  table  can  be  moved  into  a 
word  processing  document  as  easily  as  it 
can  be  moved  around  the  screen. 
EARLY  START.  That's  undoubtedly  a  useful 
thing.  "Customers  used  to  buy  software 
piecemeal,"  notes  Microsoft's  Higgins. 
"Now  they  want  coherence."  For  the  mo- 
ment, they'll  be  able  to  get  it  only  from 
Microsoft.  That  gives  rivals  an  uneasy 
feeling  of  deja  vu:  Because  it  developed 
Windows,  Microsoft  got  an  early  start  in 
writing  applications  programs  for  the 
graphical  system.  It  has  42%  of  the  $2.1 
billion  market,  and  its  closest  rival,  Lo- 
tus Development  Corp.,  has  less  than 


HIGGINS:       !  , 
MOVING 
TOWARD* 
WORLD  Of 
INVISIBLI  . 
APPLICATIONS 


15%.  With  OLE,  rivals 
say,  Microsoft  will  once  again  have  an 
unfair  head  start.  "Just  like  Windows, 
we're  all  on  version  1,  and  they're  on 
version  2,"  says  Fred  M.  Gibbons,  chair- 
man of  Software  Publishing  Corp. 
Indeed,  Microsoft  will  start  shipping 
its  first  programs  with  OLE  2  this  fall,  at 
least  six  months  before 
major  rivals.  But  Mi- 
crosoft Chairman  Wil- 
liam H.  dates  III  in- 
sists it's  not  just 
because  his  company 
invented  the  technolo- 
gy. As  with  Windows. 
Microsoft  urged  rivals 
to  get  on  board  with 
the  first  release  of  OLE 
in  1990,  but  they  were 
slow.  "They  can  say 
we're  not  nice  guys, 
but  that's  another  is- 
sue," says  Gates. 

OLE  2  is  also  Mi- 
crosoft's first  big  step 
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toward  so-called  object-oriented  ] 
gramming,  a  technique  of  building  p 
ages  out  of  small  modules.  With  OL 
it  will  be  possible  to  add  new  feati 
by  adding  new  modules.  That  could 
ate  a  whole  new  business,  pred 
Bernd  K.  Harzog,  a  program  dire 
at  Gartner  Group  Inc.  He  figures 
number  of  OLE-compatible  applicati 
will  rise  from  two  this  year  (both  fi 
Microsoft)  to  hundreds  next  j 
and  thousands  within  a  few  ye 
polyester  suits.  Demand  for 
niche  programs  will  create  lot 
opportunities,  says  Harzog 
the  market  for  free-standing  a] 
cations  from  companies  that  c 
match  Microsoft  in  offering  su 
now  looks  dimmer.  Suites  an 
ready  soaring— Microsoft  is 
ing  60%  of  its  application; 
such  bundles  (chart)— and 
2  is  likely  to  fuel  additic 
sales.  Lotus,  which  is  about 
months  behind  Microsoft 
adopting  OLE  2,  is  likely  tc 
a  winner.  Some  25%  of  its 
sales  will  be  through  su 
R  this  year. 

( )ther  players  may  just 
the  leftovers.  Borland  Inte: 
tional  Inc.  and  WordPer 
Corp.  are  selling  each  oth 
products  in  a  suite  i 
adopting  OLE  2,  but  £ 
have  to  prove  they  can  i 
?rate  their  products.  S| 
ware  Publishing's  Gibb 
hopes  customers  will 
his  Harvard  Graphics  ] 
gram  because,  he  says, 
letter  than  Power  Point,  its  coun 
part  in  Microsoft's  suite.  "When  you 
to  present  something  important, 
don't  wear  a  polyester  suit,"  he  snif 
Polyester  or  not.  companies  such 
Software  Publishing  huwe  already  s 
the  power  of  Microsoft's  suites.  Gibt 
has  blamed  slow  sales  and  poor  e 
ings  to  the  impact  of  Power  Point  ar 
ing  "free"  on  so  m 
PCs.  That  doesn't  m 
suites  will  take  oi 
Customers  still  buy 
best  product  for  a  t 
"No  one  builds  eve 
thing  right,"  says  I1 
Hennessy.  director 
global  telecommuW 
tions  for  Reader's] 
gest  Association  J 
But  as  the  lines 
tween  software  pad 
es  blur,  stand-al 
programs  could  bed 
a  memory. 

By  Richard  Brq 
in  Redmond,  Wash, 
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Teaching  Us 
How  To  Build 
A  Safer  Parachute, 

Spider  silk  is  stronger  than  steel; 
now  materials  scientists  are  learning 
how  to  clone  it.  They've  also  brought 
us  bulletproof  vests,  more  powerful 
golf  clubs  and  featherweight  planes. 

Watch  "The  Stuff  of  Dreams," 
a  fascinating  three-part  look  at  the 
world  of  materials  science,  produced 
by  Thirteen/WNET  and  brought  to 
you  by  the  people  of  Dow  Corning. 
From  simple  improvements  for  every- 
day products  to  far-reaching  visions 
for  our  future,  our  product  is  ideas. 


WATCH  'THE  STUFF  OF  DREAMS"  ON  PBS 
emieres Tuesday,  October  19  (Check  your  local  listings) 


Power 
has  its  price. 


That  price  iS  lOW,  as  in  personal  computers  priced  under  $2500  that  are  faster  than  any  PC  on 
the  market  today.  You  see,  PowerPC  Microprocessors  from  Motorola  not 
only  deliver  significantly  more  power  than  the  Pentium'  Microprocessor, 
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The  reasons  are  quite  simple.  Through  Motorola's  superior  design 
and  manufacturing  technology,  we've  packed  more  power  into  fewer 
transistors.  We  deliver  that  power  on  a  chip  that's  less  than  half  the  siz< 
(120  square  millimeters  vs  262  square  millimeters). 


POWERED  BY 
MOTOROLA 
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'Price  comparison  />  based  on  the  announced  Intel  price  for  a  1  .lltlO-picce  quantity  of  the  6bMHz  Pentium  and  the  estimated  price  of  the  bbMHz  MPC601  tor  the  same  quantity  Prices  are  subject  tochange 
Speed  comparisons  are  based  on  press  reports  of  performance  of  the  66MHz  version  of  the  Pentium  as  announced  by  Intel,  and  Motorola's  announced  projected  performance  of  thcbtsMHz  version  of  the  MPC601 


$965 


Essentially,  that  means  we  can  manufacture  over  twice  as  many  microprocessors  in  the  same 
time  and  space  as  Intel  can. 

To  take  a  closer  look  at  the  low  cost  of  power,  call  Motorola  today  at  1-800-845-MOTO.  We'll 
be  happy  to  provide  you  with  more  information,  including  our  free  PowerPC  Information  Pack. 

PowerPC  Microprocessors  from  Motorola.  For  those  who  make  computers,  they  offer  the 
opportunity  to  build  high-performance,  low-cost  computers  profitably.  For  those  who  buy 
computers,  they  will  cost  you  a  lot  less  to  be  powerful. 

PowerPC  Microprocessors.  Changing  the  course  of  computing.  For  the  better. 

(M)  MOTOROLA 

Thermal  comparison  is  based  on  preliminary  Intel  specification  for  the  66MH:  Pentium,  and  the  performance  of  samples  of  the  66MHz  oesion  of  the  MPC60I  ©1993  Motorola.  hie  Motorola  and  </*)  are 
registered  trademarks  of  Motorola,  Inc.  PowerPC  and  PmoerPC  601  are  trademarks  of  IBM  Corporation.  Pentium  is  a  trademark  and  Intel  is  a  registered  trademark  of  Intel  Corporation  Ml  rights  reserved 


In  a  hurry  Kir  faster  deliveries?  Yellow  2-Day  service  allows  you  to  ship  between  over  23,000  origin  and  »j| 
destination  zip  codes  in  the  U.S.,  as  well  as  much  of  Canada.  Our  Yellow  2-Day  connections  extend  beyond  the  met 
areas  to  include  surrounding  c  ities  and  towns.  All  at  no  additional  cost.  It's  part  of  Yellow's  Operation  Fast  -  Forward  ^ 
our  ongoing,  company-wide  commitment  to  faster  transit  times  and  unparalleled  reliability. 
For  you  it's  the  2-day  dependability  your  business  needs. 

Times  have  changed  and  we're  moving  faster  than  ever.  So  hurry,  give  us  a  call. 
Because  It's  Not  Business  As  Usual. 
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)  BY  PAUL  M.  ENG 


ALL  NIGHT 

TK  THE  COMPUTER  HERDS 


rho'd  watch  a  24-hour  cable-television  network  devoted 
entirely  to  computers?  A  group  of  entrepreneurs  figures 
there  are  some  10  million  techno-enthusiasts  out  there 
just  might.  And  with  500  channels  of  interactive  TV  on 
lorizon,  they  figure  now's  the  right  time  to  launch  an  all- 
luter  channel.  Called  C/Net,  it  is  expected  to  begin  in  the 
quarter  of  next  year  as  a  series  of  programs  on  the 
business  news  and  talk-show  channel.  Later,  if  all  goes 
the  programs  could  show  up  on  a  dedicated  station, 
inded  in  part  by  advertising,  the  New  York-based  C/Net 
eature  everything  from  panel  discussions  on  new  technol- 
to  industry  news  and  profiles  of  computer  celebrities, 
itually,  viewers  may  even  be  able  to  shop  for  hardware 
software  and  participate  in  electronic  polls  with  a  flick  of 
remote  controls. 


YOU  HEED  TO  KHOW 

>UT  NAFTA  IS  OH  A  CD-ROM 


pondering  what  Ross  Perot  is  so  riled  up  about?  Young 
If  Minds  Inc.,  a  Redlands  (Calif.)  software  company,  has 
shed  the  2,000-page  North  American  Free  Trade  Agree- 
j  (NAFTA)  on  a  CD-ROM  for  personal  computers.  It  lets 
search  the  proposed  pact  by  typing  in  key  words  or 
?s  of  text,  such  as  "environmental  impact."  Portions  of  the 
can  also  be  cut,  copied,  and  placed  in  other  documents, 
as  reports  on  how  NAFTA  will  affect  a  company, 
first.  Young  Minds  intended  to  sell  the  disk  to  lobbyists, 
)usinesses,  and  other  members  of  the  power  elite  for 
t  $300.  But  that  was  before  all  the  recent  interest  in 
A— and  Perot's  charges  that  the  limited  quantities  of  the 
ed  document  made  available  by  the  Government  Printing 
e  were  part  of  a  conspiracy  to  hide  the  truth  from  the 
le.  So,  Young  Minds  President  John  Sands  has  decided  to 
the  disk  at  the  more  populist  price  of  $99. 


fi  X5N0ST  COMES 
ffl  BIG  BLUE 


I 


BM  really  changing?  A  breeze  through  its  newly  made- 
3r  internal  magazine,  called  Think,  at  least  shows  a  cer- 
jlasnost  in  the  air.  The  employee  magazine,  back  from  a 
i-month  hiatus,  has  been  transformed  from  a  relentlessly 
'ful  glossy  publication  into  a  more  hard-hitting  and  cheap- 
produce  broadsheet.  One  article,  entitled  "How  Arro- 
Are  We?,"  explores  what  new  IBM  CEO  Lou  Gerstner  calls 
istitutional  problem"  among  employees, 
it  the  most  telling  part  of  Think  is  located  on  the  back 
In  a  list  of  what's  hot  and  what's  not,  the  magazine  says 
rigid  dress  code,  symbolized  by  the  starched  white 


shirt,  is  out,  replaced  by  a  more  casual  striped  shirt.  Also  con- 
sidered "out"  are  bureaucracy,  "blind  autonomy"  (defined  as 
"the  opposite  of  teamwork"),  and  "fancy  foils,"  which  are  the 
overhead  transparencies  long  used  by  executives  in  presenta- 
tions. Also  considered  "in"  are  direct  marketing  and  speeding 
products  to  market.  During  its  hiatus,  Think' s  editors  had  to 
rethink  their  own  business.  With  IBM's  downsizing,  the  maga- 
zine will  have  lost  over  75,000  readers  by  the  end  of  1994. 


HOME  RUHS 

FOR  HOME-ED  PROGRAMS 


The  personal  computer  software  industry  has  always  been 
dominated  by  business  programs  such  as  spreadsheets 
and  word-processing  packages.  But  new  data  from  the  Soft- 
ware Publishers  Assn.,  a  Washington  trade  group,  show  that 
a  surprising  shift  is  under  way:  Home-education  software 
was  the  fastest  growing  category,  up  55%,  to  $35  million  in  the 
second  quarter  of  1993.  And  several  traditional  categories, 
although  much  larger  in  volume,  actually  declined.  Spreadsheet 
sales  dropped  8%,  to  $211  million,  during  the  same  period. 

Driving  this  demand  are,  of  course,  kids,  who  tend  to  be 
even  more  knowledgeable  and  enthusiastic  about  computers 
than  their  parents.  The  fact  that  more  and  more  home  PCs  are 
equipped  with  CD-ROM  drives  and  state-of-the-art  graphics  is 
also  expanding  the  market  for  educational  programs.  Top- 
ping the  list,  for  both  the  PC  and  Macintosh,  is  Broderbund 
Software  Inc.'s  geography  game,  Where  in  the  World  Is  Car- 
men Sandiego,  according  to  PC  Data  in  Reston,  Va.  And  the 
fastest  riser  on  the  home-education  charts  is  Dinosaur  Adven- 
ture, a  program  from  Knowledge  Adventure  Inc.  that  teaches 
kids  about  brontosauruses,  raptors,  and  the  like. 


THIS  SOFTWARE 
KHOWS  THE  SCORE 


One  of  the  hardest 
things  to  do  is  get 
music  into  a  PC.  Usual- 
ly, musicians  need  to  add 
expensive  Musical  In- 
strument Digital  Inter- 
face (MIDI)  hardware  and 
software  in  order  to  con- 
nect an  electronic  key- 
board or  other  instru- 
ments to  the  PC  and 
then  manually  key  in 
each  note.  But  now, 
creating  musical  data  can 
be  as  easy  as  feeding 
printed  musical  scores  to  personal  computers. 

Musitek  Corp.  in  Ojai,  Calif.,  recently  released  its  first 
software  product,  called  Midiscan  for  Windows.  The  $379  pro- 
gram enables  any  IBM-compatible  PC  running  Microsoft  Corp.'s 
Windows  to  read  sheet  music.  The  software  functions  much 
the  same  as  optical  character  recognition  (OCR)  software, 
which  captures  printed  text  for  use  in  word  processing.  In  fact, 
Midiscan  works  with  the  same  scanners  commonly  used  for 
OCR.  The  software  can  recognize  all  of  the  standard  music  no- 
tations—staff lines,  note  pitches,  key  and  time  signatures,  for 
example— with  98%  accuracy  and  saves  them  as  MIDI  data.  Lat- 
er, the  same  data  can  be  manipulated  with  so-called  sequenc- 
ing programs  for  playback  on  MlDl-compatible  electronic  instru- 
ments and  PC  soundboards. 
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Not  all  hotel  amenities 
are  found  in  a  marble 
bath.  At  least  not  in  The  Pinnacle  Suites  at 
the  RIHGA  Royal  Hotel. 

For  example,  we  offer  a  cellular  phone  and 
fax  machine,  each  with  its  own  private  line. 
When  you  re  away  from  your  suite,  calls 
forward  to  your  cellular  phone,  then  to  our 
hotel  operator.  So  you  never  miss  a  message. 

To  let  your  associates  know  your  address, 
phone  and  fa*  numbers,  we  also  provide 


private  line,  cellular  phone 
and  personal  fax.  A  slight 
improvement  over  the  free 
shampoo  and  shoe  buffers. 


you  with  personalized  business  cards.  And  for 
your  convenience,  check-in  and  check-out 
are  arranged  from  the  comfort  of  your  suite, 
which  features  a  bedroom  and  living  room  separated  by 


mirrored  French  doors,  as  well  as  a  large 
marble  bath  with  separate  tub  and  shower. 
From  our  intimate 


piano  lounge  to  our  private 
health  club,  the  RIHGA  Royal  is  designed 
to  make  you  forget  you  are  staying  at 
a  hotel  at  all.  So  if  you  place  a  higher  value 
on  performance  than  on  pretense,  now 
you  have  a  hotel  to  call  your  own. 


RIHGA  ROYAL  HOTEL* 
NEW  YORK 


/  •>  /  West  54th  Street,  New  York,  New  York  10019  Toll  tree  800-937-5454 
'USA  &  Canada:  RIHGA-Royal  International  Hotel  Croup  Associates 
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FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2.  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #  BW1025R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 
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AND  SERVICES 

1.  Charles  Schwab  & 
Company,  Inc. 

2.  Chemical  Bank 

3.  Cigna  Corporation 

4.  Citibank 

5.  Liberty  Mutual 

6.  Defined  Assets 

7.  First  Boston 

8.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

9.  AEG  Corporation  - 
Microelectronics 

10.  ALITALIA 

11.  Amoco  Chemical 
Company 

12.  Banyan  Systems,  Inc. 

13.  Bavarian  Ministry  for 
Economic  Affairs  and 
Transport 

14.  Canon  Plain  Paper  Fax 

15.  Chrysler  Corporation: 
Eagle  Vision 


16. 

Computer  Associates 

17. 

Control  Data  Systems, 

Inc. 

18. 

Dow  Corning 

Corporation 

19. 

Fujitsu  Business 

Communication 

Systems,  Inc. 

20. 

McDonnell  Douglas 

Aircraft  Company 

21. 

NEC  Technologies  CD- 

ROM 

22. 

AT&T/NCR  Computer 

Systems 

23. 

Panasonic  OA 

24. 

Samsonite  Corporation 

25. 

SAS  Institute,  Inc. 

26. 

Steelcase  Inc. 

27. 

Thunderbird-The 

American  School  of 

International 

Management 

28. 

Unisys 

29. 

Yellow  Freight  System, 

Inc. 
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THE  BOOMERS 
TAKE  OVER  IN  JAPAN 


They're  confident,  powerful — and  armed  with  an  ambitious  agenda  for  change 


J 


apan's  generation  gap  doesn't  get 
any  clearer  than  this:  At  the  su- 
shi bar  of  his  tiny  Tokyo  restau- 
rant, Miyoji  Odagiri,  64,  vividly  recalls 
the  humiliating  defeat  by  the  U.  S., 
which  then  saved  him  from  starvation 
during  the  occupation.  "I  love  Ameri- 
ca," says  Odagiri,  who  trained  to  be  a 
kamikaze  pilot.  "Just  think  how  terrible 
it  would  be  if  Japan  had  won." 

But  a  short  distance 
away,  at  the  Ministry  of 
International  Trade  &  In- 
dustry, 45-year-old  Kazu- 
masa  Kusaka,  an  energy  of- 
ficial who  until  recently 
directed  miti's  division  of 
international  economic  af- 
fairs, sees  no  need  for  such 
deference  to  a  country  that 
defeated  Japan  before  he 
was  born.  Says  Kusaka  of 
his  own  generation:  "We 
are  more  willing  to  accept 
conflict  with  the  U.  S.  for 
the  sake  of  better  relations 
long  term." 

It  may  come  as  a  sur- 
prise to  Westerners,  but 
there  is  no  such  thing  as  a 
Japan  Inc.  that  speaks  with 
one  voice.  Japan's  postwar 
baby  boomers— the  dankai 
sedai  of  nearly  20  million 
men  and  women  in  their 
40s— are  emerging  with  a 
distinctive  new  message. 
True,  government  and  big 
business  are  still  dominated 
by  men  in  their  50s,  60s, 
and  even  70s.  But  they  are 
ceding  power  to  this  new 
cohort  of  energetic  men  and  women. 
old  values.  The  Japanese  born  after 
the  war  are  eager  to  clean  up  the  murky 
politics,  untangle  the  byzantine  bureau- 
cracy, and  deregulate  the  economy.  They 
helped  Morihiro  Hosokawa,  55,  snatch 
the  Prime  Minister's  chair  from  74-year- 
old  Kiichi  Miyazawa  and  now  are  set 
on  dragging  Japan  into  a  position  of 
world  leadership.  "Generation  is  the  larg- 
est single  element  in  the  changing  Japa- 


nese structure,"  says  Yukio  Okamoto,  a 
former  senior  Foreign  Ministry  official 
who  is  now  a  consultant. 

This  is  not  to  say  Japan  is  adopting 
wholesale  the  values  prevalent  in  the 
West,  as  many  scholars  have  argued  it 
would— and  as  many  Western  policymak- 
ers earnestly  wish.  In  fact,  as  more  Jap- 
anese are  educated  abroad  and  learn  to 
speak  English,  they  are  using  their  skills 


JAPAH'S  BABY  BOOMERS  ARE  NUMEROUS... 


▲  MILLIONS 

...AFFLUENT... 


...WELL  EDUCATED... 
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ANNUAL  INCOME 

"  FOR  JAPANESE  AGE  " 
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JAPANESE  WITH 
UNIVERSITY  OR 
GRADUATE  DEGREES 


▲  THOUSANDS  OF  1992  U.S.  DOLLARS 


▲  PERCENT 


...AND  MORE  SKEPTICAL  OF  THE  U.S. 

ASSESSMENT  of  relations  between  JAPAN  AND  THE  U.S.* 
AGE  GOOD        SOME  PROBLEMS  BUT      MANY  PROBLEMS  DANGEROUS 

FUNDAMENTALLY  GOOD     AND  WORSENING 

40-49     11.2 %     52.5%      27.7%  2.7% 


70+ 


21.7 


42.9 


14.8 


■  SOME  RESPONDENTS  WERE  UNDECIDED  OR  HAD  NO  OPINION 
DATA:  MANAGEMENT  8  COORDINATION  AGENCY;  POLL  CONDUCTED  BY  PRIME  MINISTER  S  OFFICE,  1992 


to  articulate  a  Japanese  perspective  with 
which  Westerners  may  disagree.  More- 
over, Japanese  social  structures  remain 
firmly  in  place.  According  to  sociologist 
Chie  Nakane,  the  process  of  slow,  coop- 
erative decision-making  she  described  in 
her  seminal  1970  book,  Japanese  Soci- 
ety, still  operates  today. 

What's  really  happening,  these  ex- 
perts argue,  is  that  this  generation  is  ab- 
sorbing fresh  ideas  and  skills  from  the 


outside— without  eroding  their  core 
anese  character.  "The  trick  is  balam 
Western  ideas  with  Japanese  valu 
says  Hirotaka  Takeuchi,  a  former 
vard  business  school  professor  no 
Hitotsubashi  University.  That's  a  t; 
earlier  generations  managed  to  pull 
during  the  Meiji  Restoration  of  11 
when  the  U.  S.  Navy  pried  Japan 
of  250  years  of  isolation,  and  after  W 
War  II,  when  Japan  submii 
to  U.  S.  occupation  to  reb 
friends  of  bill.  Who  are 
Japanese  now  waiting  to 
sume  command?  Despit 
readiness  to  take  on  the  U 
many  are  so  inspired  by 
vigor  of  America's  own  b 
boomer  leadership  that  t 
like  to  give  their  age  in  r 
tion  to  President  Clintf 
birthday  (Aug.  19,  1946).  T 
may  remember  the  che\y 
gum  handed  out  by  Amer 
GIs,  but  they  recall  nothin; 
the  war.  They  challenged 
thority  in  the  late  '60s 
were  the  first  generatio: 
study  abroad.  Today,  their 
erage  household  incom 
three  times  that  of  Japan 
who  were  in  their  40s  a  g 
eration  ago  (chart). 

In  contrast  to  older  J 
anese,  some  of  their  most 
complished  members 
women.  Compared  with  tl 
elders,  the  dankai  sedai 
independent  and  opiniona 
and  possess  a  high  degretft 
self-confidence— even  if  til, 
have  been  battered  some 
Japan's  current  economic  slump.  T) 
are  eager  to  test  new  ideas  in  busint 
and  a  small  minority  is  even  willing 
speak  out  on  such  formerly  ignored  s  ki 
jects  as  the  environment.  Tsutomu 
mizu,  a  39-year-old  lawyer,  for  exam  0j 
is  battling  for  the  rights  of  people  w 
AIDS.  Speaking  about  the  boomers,  Yf 
shi  Matsumoto,  a  sociologist  at  Nag 
University,  says:  "They  are  capabk 
leading  Japan  in  new  directions." 
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I  me  of  this  desire  for  change  stems 
I  a  generational  dissatisfaction  with 
I  rnment.  In  a  survey  by  the  Prime 
I  iter's  office  last  year,  almost  76% 
panese  aged  40  to  44  felt  negative- 
out  the  government,  vs.  only  62%  of 
nese  over  60.  This  summer,  the 
ers'  resentment  fueled  the  politi- 
j  jvolt  against  Miyazawa.  It  was  the 
I  te— a  group  of  Diet  members  in 
I  40s— who  demanded  that  the  Liber- 
|  mocratic  Party  (LDP)  ditch  its  back- 
0  meeting  of  party  stalwarts  and  let 


all  members  vote  for  the  next  party 
president. 

While  Hosokawa,  the  beneficiary  of 
that  upheaval,  is  older  than  the  boomers, 
he  counts  among  his  confidants  Yuriko 
Koike,  41,  a  former  broadcaster  who 
won  her  seat  in  the  Diet  as  a  member  of 
the  Japan  New  Party  (JNP),  and  new 
Diet  members  Seishu  Makino,  48,  Kou- 
dou  Kohata,  46,  and  Sakihito  Ozawa,  39, 
who  also  chairs  the  .inp  policy  commit- 
tee. Outside  his  coalition,  within  the  old- 
line  LDP,  younger  members  such  as  Ken- 


ji  Kosaka,  47,  are  pushing  an  agenda  for 
more  political  reform  and  a  larger-role 
for  Japan  in  global  affairs.  "Their  day  is 
not  quite  here,  but  postwar  leaders  are 
a  force  to  be  dealt  with,"  says  Japan 
scholar  Robert  M.  Orr  Jr.,  an  adjunct 
professor  at  Temple  University.  "Gen- 
erational change  is  on  fast  forward." 

A  big  part  of  the  change  demanded 
will  concern  the  way  Japanese  benefit 
from  their  affluence.  The  older  genera- 
tion was  much  more  willing  to  live  in 
tiny  spaces  and  forgo  consumption.  But 


Yasuyo  Kikuta 


fhen  Yasuyo  Kikuta  wanted  to  study 
computer  programming  at  Ochanomi- 
Women's  University,  her  father  tried  to 
her  out  of  it.  When  she  graduated  in 
4,  Fujitsu  Ltd.  was  the  only  one  of  10 
Tonics  companies  to  acknowledge  her 
ication.  Once  hired,  she  was  forbidden 
□li  on  customers.  And  when  she  mar- 
two  years  later,  only  her  boss  saved 
ram  peer  pressure  to  quit, 
low  44,  Kikuta  strikes  more  fear  in  com- 


petitors than  colleagues.  As  general  man- 
ager of  Fujitsu's  systems-development  engi- 
neering division,  she  heads  research  on  soft- 
ware applications  for  networking  systems, 
artificial  intelligence,  and  machine  transla- 
tion. Her  story  is  revealing  because  many  ex- 
perts have  argued  that  younger  Japanese, 
particularly  women,  would  erode  Japan's 
competitive  edge  as  they  refused  to  work 
as  hard  as  their  elders.  But  far  from  hurting 
Fujitsu,  Kikuta  has  proved  a  secret  weapon. 

Kikuta's  talents  first  became  clear  in  1984. 
Assigned  to  solve  problems  for  engineers 


who  dealt  with  customers,  she  got  bored  an- 
swering the  same  questions.  "You  don't  need 
special  brains  to  transmit  written  information 
over  the  phone,"  she  says.  "I  wanted  to 
make  the  computer  do  it  instead."  So  she  in- 
vented an  artificial-intelligence  system  to  han- 
dle such  inquiries. 

Kikuta's  rise  at  Fujitsu  and  her  husband's 
career  have  left  no  time  for  children.  That's 
one  reason  she  wants  to  create  a  networking 
system— so  parents  can  work  part  of  their 
week  at  home.  But  in  her  case,  she  accepts 
the  trade-off  to  apply  her  talents  for  Fujitsu. 
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Even  dead,  they  re  trouble.  ♦ 
Dr.  Jack  I  I  o flier  wi  11  tell  vou 
tliat.  I  le  s  the  man  whose  re- 
search brought  the  monstrous 
dinosaurs  bach  to  lire  in  the 
hit  movie  Jurassic  Park.  And 
more  than  once,  he  recalls, 
he  nearly  lost  the  light. 
"How  did  dinosaurs  run? 
the  M  ontana  paleontologist 
ashs.'  I  low  fast  did  they  grow? 
I  low  long  did  they  live? 
We  would  have  heen  short 
ol  answers  without  some 
very  sophisticated  statistical 


If  Accounting  Can  Marl  Mince 

MEAT 

OF  YOUR  COMPUTERS 

IMAGINE  WHAT  A  TYRANNOSAURUS  REX  CAN  DO. 


analyses  and  three-dimensional 
imaging.  $  /\ll  of  which  pit 
the  fearsome  beasts  against 
Sun'  workstations.  ♦  losing 
1  mages,  Or.  Horner  was  able 
to  envision  the  eyes,  ears, 
nose,  anil  brain  structure  of 
the  long-extinct  lizards.  He 


was  also  able  to  loo  h  at  th  em 
three- dimensionally,  right  on 
the  screen,  from  every  con- 
ceivable angle,  testing  theory 
against  fact.  ♦  U  sing  oun, 
Dr.  H  orner  was  soon  able  to 
pin  dinosaurs  down,  quantify- 
ing how  well  they  could  hear, 
even  how  they  sounded.  ♦ 
And  what  might  a  dinosaur 
say,  should  one  meet  you? 

♦  Mostly,  a  hind  of  growl- 
ing. ♦  "They  weren  t  very 
intelligent',  Horner  says.  ♦ 
But  they  were  pretty  hungry. 

♦  Sun  computers.  Just  the 
thing  to  handle  a  towering 
lizard,  or  whatever  mon- 
strous tash  you're  facing. 
C  M  ore  than  one  million 
people  are  using  Sun  sys- 
tems, powered  by  the  SPARC* 
chip  and  the  Solaris" operat- 
ing environment,  to  gain  a 
competitive  advantage. Jach 
Horner  is  just  one.  To  learn 
how  you  can  benefit,  call 

1-800-426-5321,  ext. 605. 

^Sun 


Sun  Microsystems  Computer  Corporation 

A  Sun  Microsystems,  Inc.  Business 

"t  1993  Sun  Mitrosyittms,  Inc 

The  Network  Is  Trie  Computer 


iocial  Issues 


Masato  Mizuno 


As  a  small  boy  just  after  the  war,  Masato 
Mizuno  idolized  the  American  soldiers 
tearing  around  Osaka  in  their  jeeps.  Later,  he 
desperately  wanted  to  study  in  the  U.S.  After 

now,  Hosokawa's  boomer-dominated  coali- 
tion wants  to  improve  the  quality  of 
Japanese  life.  Some  items  on  the  agenda: 
cutting  income  taxes  to  give  Japanese 
more  to  spend  on  themselves  and  intro- 
ducing product-liability  laws. 

But  Westerners  shouldn't  think  this 
emerging  pattern  of  change  will  make 
Japan  a  pushover  in  trade  spats.  While 
Japanese  in  their  40s  still  tend  to  admire 
the  U.  S.,  they  see  far  less  reason  than 
their  elders  did  to  capitulate  to  Washing- 
ton. The  Japanese  boomers  involved  in 
trade  negotiations,  for  example,  don't 
want  to  buy  targeted  numbers  of  U.S. 
goods.  Japanese  in  their  30s  are  even 
less  sympathetic.  "This  is  not  the  Amer- 
ica I  learned  to  respect,"  says  one  dis- 
gusted .'32-year-old  bureaucrat  with  an 
Ivy  League  MBA. 

RETHINKING  RAISES.  Such  asserti  veness 
could  propel  Japan  into  a  new  stance  in 
diplomacy.  The  insistence  of  such  boom- 
er politicians  as  Kosaka  sent  Japanese 
volunteers  into  the  LI.  N.  Cambodia 
peacekeeping  force  last  spring.  Unlike 
the  generation  that  vividly  remembers 
World  War  II,  boomers  aren't  inhibited 
about  discussing  a  broader  role  for  Ja- 
pan. The  44-year-old  television  commen- 
tator Yoichi  Masuzoe,  for  example,  wants 
Japan  to  obtain  a  seat  on  the  U.  N.  Se- 
curity Council,  but  only  after  it  changes 


graduating  in  economics  from  Kohnan  Univer- 
sity in  1966,  he  started  over  at  Carthage 
College  in  Wisconsin. 

Now,  as  third-generation  president  of  the 
$1.8  billion  sporting-goods  company  Mizuno 
Corp.,  he's  using  his  experience  in  straddling 

its  constitution  to  allow  for  international 
security  activities  (page  133). 

Boomers  are  bringing  a  new  perspec- 
tive to  corporations  as  well.  For  decades, 
Japan's  elders  kept  their  heads  down 
and  cranked  out  products,  aiming  for 
market  share  and  confident  of  continuous 
expansion.  But  a  growing  number  of 
Japanese  believe  that  the  old  model  can't 
last  forever,  and  like  sporting-goods  ex- 

Yuriko  Koike 

Japanese  women  in  kimonos  evoke  imag- 
es of  the  meek  and  mild.  Yuriko  Koike  is 
anything  but.  She  wore  traditional  garb  last 
February  in  Switzerland  to  accept  a  World 
Economic  Forum  award  as  one  of  the  top 
200  young  leaders.  "People  were  aston- 
ished to  see  a  Japanese  woman  dressed  in 
kimono  with  aggressive  political  views,"  she 
says.  "I  was  enjoying  that  gap." 

As  a  key  member  of  the  Japan  New  Par- 
ty, founded  by  Morihiro  Hosokawa  in  May, 
1992,  Koike,  41,  aims  to  revamp  Japan's 
political  system.  A  veteran  TV  journalist, 
Koike  entered  politics  in  July,  1992,  winning 
a  seat  in  the  upper  house.  Now  in  the  lower 
house,  she  is  parliamentary  Vice-Minister  for 


two  cultures.  The  surge  of  Japan's  postwa 
economy  has  vanished,  making  overseas  op 
erations  more  critical.  The  baby  boomer 
who  will  inherit  all  this  are  rising  fastest  ii 
Japan's  family-controlled  companies.  Like  M 
zuno,  they  studied  abroad,  yet  they  know  thi 
Japanese  system.  "I'm  trying  to  mix  the  bes 
of  both  worlds,"  Mizuno  says. 

The  U.S.  influence  means  logic  and  (.. 
sense  of  individual  responsibility.  When  Mizij 
no,  now  50,  returned  to  Japan  in  1 970  as  ei 
warehouse  clerk,  he  was  horrified  at  the  illog, 
ical  coding  practices.  He  designed  a  systen  „ 
that  later  spread  through  the  company.  Nov  . 
he  is  testing  a  personnel-evaluation  technique; 
that  puts  more  weight  on  merit,  while  keeping 
elements  of  Japan's  seniority  system. 

Yet  he  does  not  embrace  Western  way 
blindly.  Personal  relationships  remain  an  intc 
gral  part  of  business.  And  he  wants  Japan  t<  i 
negotiate  aggressively  with  the  U.S.  "Japai 
should  speak  out  more,"  he  says. 

Whereas  his  father  navigated  the  posl 
war  boom  and  built  his  company  into  Japan' 
largest  sporting-goods  manufacturer,  Mizi;,. 
no  says,  "my  role  is  to  steer  in  steadier  time 
and  to  internationalize."  With  a  new  generc 
tion  climbing  the  ranks,  more  boardroom 
are  coming  to  the  same  conclusion. 


I!'' 


ecutive  Masato  Mizuno  (box),  they 
trying  to  breathe  fresh  ideas  and  vitali 
into  Japanese  companies. 

At  beverage  company  Suntory  LU 
for  example,  47-year-old  Executive  Vii 
President  Nobutada  Saji  draws  on  1 
eight  years  studying  and  working  in  t 
U.  S.  to  help  his  cousin,  the  presidei 
run  the  company.  Because  profits  a 
neither  as  predictable  nor  as  copious 


SSI 

pror 
U 


the  Management  &  Coordination  Agen< 
which  handles  government  administration. 

The  JNP's  policies,  still  at  the  conservativi 
end  of  the  spectrum,  are  often  not  radical 
different  from  those  of  the  LDP.  But  the  JN 
represents  a  generational  shift.  "The  old  pat 
ty  is  run  by  old  people,  like  an  old  Japane: 
company,"  she  says.  "They  treat  women  lik< 
hostesses."  She  is  keen  on  deregulation!* 
"We  want  to  make  a  new  system  to  catch  ufl 
with  and  lead  reality." 

Koike,  who  earned  a  degree  in  Arabic  a 
American  University  in  Cairo,  credits  he 
mother,  frustrated  by  the  limitations  of  he 
own  generation,  with  inspiring  her  to  de 
vote  her  life  to  politics.  Says  Koike:  "I  want  t< 
be  a  role  model  for  the  new  female  generc  j 
tion."  With  or  without  the  kimono. 
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YOICHI  MASUZOE 

ice  a  month,  30  journalists,  bureaucrats, 
scholars,  and  executives  meet  in  Tokyo  to 
\&  part  in  a  study  group.  Their  mission: 
ntj  Ding  Japan's  future.  All  members  must  be 
uij  r  50.  "These  are  the  people  about  to 
m  real  power  in  Japan,"  explains  Chair- 
in!  Yoichi  Masuzoe,  44. 

3  ought  to  know.  As  one  of  Japan's 
mj  talked-about  TV  commentators,  Masu- 
zd  ias  a  huge  influence  on  public  opinion, 
rll  o-hosts  two  weekly  news  shows  and  ap- 
?«  s  regularly  on  three  others,  where  he 
an  ilates  the  frustrations  of  his  generation.  "I 
m  to  change  my  country  so  that  it  can 
bi  full-fledged  member  of  international  so- 
cii  "  he  says  excitedly. 

do  that,  he  calls  on  Japan  to  design  a 
gn  policy  of  its  own,  rather  than  one 
sting  of  knee-jerk  reactions  to  U.S.  de- 
ls. He  wants  Japan  to  take  a  seat  on  the 
Security  Council  but  says:  "I  don't  think 
i  qualified  yet."  First,  Japan  must  amend 
nstitution  so  that  it  can  send  troops  on 
ekeeping  operations  overseas, 
ter  graduating  in  law  and  politics  from 
diversity  of  Tokyo,  Masuzoe  spent  five 
i  as  a  research  fellow  at  universities  in 
and  Geneva  and  a  decade  as  a  schol- 
the  University  of  Tokyo.  He  is  fluent  in 


>nce  were,  such  companies  as  Sun- 
Honda  Motor,  and  Sanyo  Electric 
(evaluating  Japan's  seniority  sys- 
We  have  to  be  less  emotional  and 
on  ogical— like  in  the  U.  S.,"  says  Saji, 
he  s  setting  up  a  system  to  deter- 
in  )romotions  regardless  of  age. 
F  hinking  business  may  be  relatively 
is;  ompared  with  the  job  of  enlarging 
or  n's  role  in  society.  Not  until  well 


Japanese,  English,  and  French  and  has  pub- 
lished 10  books.  His  office  is  filled  with  photos 
of  himself  with  favorite  interviewees,  from 
Margaret  Thatcher  to  Mel  Gibson. 

Analysts  expect  Masuzoe  to  move  into 
politics.  He  argues  that  the  current  coalition 
government  will  prove  so  weak  that  an  elec- 
tion will  be  called  next  year.  He  plans  to 


launch  his  own,  generally  conservative  party 
then  and  has  several  candidates  lined  up. 
"I'm  not  looking  for  a  revolution,"  he  says. 
"Our  main  goal  is  policy  change."  But  it 
won't  be  change  that  makes  Japan  more 
malleable.  Instead,  Masuzoe  wants  his  coun- 
try to  strike  a  more  assertive  and  independent 
course  in  the  world. 


after  the  war  did  anyone  seriously  begin 
to  question  Japan's  chauvinism.  As  a  re- 
sult, some  5%  of  women  now  in  their  40s 
have  university  degrees— low  by  U.  S. 
standards  but  impressive  compared  with 
the  0.9%  of  women  in  their  60s  who 
have  degrees.  Some  boomer  women, 
such  as  44-year-old  Fujitsu  Ltd.  engi- 
neer Yasuyo  Kikuta  (page  129),  have 
made  their  way  up  the  corporate  ladder. 

Ironically,  because  of  the  demograph- 
ic bulge,  most  college-educated  women 
were  squeezed  out  of  the  work  force  in 
their  late  20s  and  30s.  As  a  result,  "Ja- 
pan's baby  boomer  women  think  radi- 
cally but  behave  traditionally,"  says  Ma- 
riko  Sugahara,  46,  the  first  woman 
bureaucrat  to  join  the  Prime  Minister's 
office.  Those  boomer  women  who  do  suc- 
ceed in  the  workplace  have  done  little  to 
win  extra  services,  such  as  day  care  or 
maternity  leave,  from  employers. 
GLASS  CEILING.  Changing  sexual  stereo- 
types is  such  a  daunting  task  that  the 
likes  of  Kikuta  and  Sugahara  mainly  are 
role  models  for  women  in  their  30s,  such 
as  Satsuki  Katayama.  A  deputy  director 
in  the  international  finance  bureau  of 
that  male  bastion,  the  Finance  Minis- 
try, Katayama  now  works  on  develop- 
ment aid  and  was  the  first  to  break  a 
glass  ceiling  for  women  by  earning  a 
two-year  job  rotation  in  a  local  tax  office. 


So  far  at  least,  the  impact  of  women 
boomers  has  not  been  to  soften  dramat- 
ically Japan's  competitive  edge,  as  some 
Japan-watchers  predicted.  Overall, 
they've  been  obliged  to  work  just  as 
hard  as  their  male  colleagues  and  have 
often  chosen  to  give  up  families  so  that 
they  can  concentrate  on  their  work. 

Women  such  as  Fujitsu's  Kikuta  have 
actually  helped  spruce  up  their  compa- 
ny's product  line  by  coming  up  with  in- 
novative ideas.  And  in  politics,  Japanese 
women  in  their  40s  are  playing  a  key 
role  in  revitalizing  the  political  system  so 
that  it  focuses  better  on  meeting  people's 
needs.  Besides  Koike,  newly  elected 
women  members  of  the  Diet  include 
Yuriko  Takeyama,  46,  of  the  JNP,  and 
Makiko  Tanaka,  49,  of  the  LDP. 

What  male  and  female  boomers  share 
is  the  goal  of  a  "new  Japan."  Shrugging 
off  the  inferiority  complex  that  gripped 
their  elders,  the  dankai  sedai  are  laying 
the  groundwork  for  a  revitalized  political 
system  and  a  new  posture  in  the  world. 
They  are  lending  fresh  thinking  and  en- 
ergy to  corporate  Japan  and  adjusting 
the  balance  between  men  and  women.  If 
they  accomplish  even  a  fraction  of  their 
agenda,  the  world  will  soon  face  a  more 
sophisticated  and  self-assured  Japan. 

By  Karen  Lowry  Miller,  with  Hiromi 
Uchida,  in  Tokyo 
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MANUFACTURING  I 


IMPROVING  THE  SOUL 
OF  AN  OLD  MACHINE 


An  Indiana  auto-parts  plant  tries  to  become  a  world-beater 


Across  industrial  America,  reengineer- 
ing  teams  are  trying  to  bring  factories 
up  to  world-class  standards,  -lames  B. 
Treece,  who  carers  manufacturing  for 
BUSINESS  WEEK,  joined  one  effort  at  an 
Indiana  plant.  Here's  his  report: 

■  t's  hot,  dirty,  and  hectic  inside  the 
I  Freudenberg-NOK  auto-parts  factory 
H  in  Ligonier,  Ind.  On  the  engine- 
mount  line,  workers  lean  over  searing 
molds,  loading  and  unloading  raw  mate- 
rials and  finished  parts.  Laboring  three 
shifts  a  day,  they  produce  123.000  parts 
a  month  for  Ford  Motor  Co.'s  Aerostar 
vans  and  Ranger  pickup  trucks.  Like 
many  U.  S.  factories,  however,  this  X- 
year-old  plant  has  plenty  of  room  for 
improvement.  On  this  late  summer  day, 
our  12-member  team  has  been  given  am- 
bitious goals:  boost  capacity  by  20%, 
raise  productivity  15%,  and  reduce  work- 
in-process  by  50%. 

Obviously,  we  can't  produce  plantwide 
yarns  that  dramatic  in  the  three  days 
we  have  to  come  up  with  suggestions. 
Instead,  our  group  of  plant  workers, 
managers,  and  outsider's— including  one 
reporter— is  one  of  a  series  of  quick-hit 


teams  trying  for  im- 
provements in  one  sec- 
tion of  the  plant.  Be- 
tween Monday  and 
Thursday  morning, 
we'll  scour  the  engine- 
mount  line,  proposing 
and  testing  changes  to 
reach  our  goals.  If  our 
ideas  work,  they'll  be 
spread  to  the  rest  of 
the  factory.  Then,  other  teams  will  move 
in,  and  the  process  will  begin  again.  In 
the  next  year  alone,  40  such  teams  will 
move  through  this  sprawling  factory  on 
the  edge  of  a  cornfield  in  the  Amish 
countryside  of  north  central  Indiana. 
swarms.  These  are  the  front  lines  in 
the  battle  for  supremacy  in  world  manu- 
facturing. Particularly  in  the  auto  and 
electronics  industries,  lean-manufacturing 
teams  are  swarming  over  America's  fac- 
tories. Their  aim  is  to  boost  productivity 
by  bringing  what  the  Japanese  call  kaiz- 
en— continuous  improvement— to  the 
shop  floor.  To  do  that,  the  teams  are 
introducing  a  blizzard  of  small,  inexpen- 
sive changes  that  should  make  U.S. 
plants  more  competitive.  "What  we  are 


Teamwork 

Reporter  Treece 
(second  from  right) 
helps  out  in  the 
quest  for  efficiency 


doing  today  is  what  any  company 
have  to  do  to  survive  a  decade  f 
now,"  says  Joseph  C.  Day,  chief  ex 
tive  of  Freudenberg-NOK,  a  $420  mil 
German-Japanese  joint  venture  wit! 
U.  S.  plants  that  make  rubber  seals 
bration  dampers,  and  engine  mounts 
securing  the  motor  to  a  car's  frame 
Although  his  industry  isn't  known 
manufacturing  innovations,  Day,  48, 
embraced  kaizen.  In  1992,  he  began 
patching  teams  into  his  plants  to  bi 
them  up  to  speed  after  seeing  how 
lean  production  woi 
in  the  company's 
factory  in  Clevel 
Ga.  He  believes 
groups— dubbed  GRC 
TH  teams,  for  Get 
Of  Waste  Thro 
Team  Harmony 
help  the  company  n 
than  double  sales 
2000,  to  $1  billfc 
without  adding  pe< 
or  factory  space.  T 
also  provide  a  waj 
respond  to  dema 
from  customers,  s 
as  Ford  and  Chry 
for  price  cuts  of  6°/ 
more  a  year.  The  te 
already  have  b 
through  several  op 
tions  in  our  plant.  1 
has  smoothed  the  i 
by  promising  that 
one  will  be  laid  off 
result  of  their  sugf 
tions.  Otherwise,  he 
ures,  good  ideas  wil 
hard  to  find. 

It  has  been  less  t 
three  months,  in  f 
since  our  engine-mc 
line  last  went  thro 
the  kaizen  proa 
Back  then,  a  GROW 
team  combined  w 
a  two-person  press-and- 
into  cells  of  a  single  wor 


had  been 
operation 
each.  Workers  were  promised  that  a 
low-up  group  would  try  to  ease  tl 
heavier  workload.  That's  us,  says  t( 
leader  Jerry  Decker,  a  plant  qua 
manager.  We're  also  looking  for  w 
to  meet  today's  orders  using  five  pr 
es  instead  of  the  current  six.  That 
free  one  for  a  new  engine-mount  or 
the  plant  expects  to  win  next  spring 
After  a  morning  training  session, 
grab  our  stopwatches  and  white 
coats  emblazoned  with  the  GROWTTH  1 
and  head  onto  the  floor.  Towering  ah 
us  are  five  three-story-tall  pres 
which  melt  100-foot-long  strips  of  nati 
rubber,  inject  part  of  the  235F  mo! 
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Malcolm  Forbes  Learned 
To  Ride  A  Motorcycle  At  50. 


What  Have  You  Learned  Lately? 

To  succeed  in  a  world  of  high-speed  change,  executives  need  to  keep  learning.  Business  people 
recognize  the  value  of  executive  education,  but  only  if  it  addresses  timely  issues  in  challenging  ways. 
Programs  must  be  focused,  concise,  relevant  and  deal  with  the  whole  individual  because  every  day 
away  from  the  office  is  precious. 

Wharton  has  been  paying  attention.  The  five-week  Advanced  Management  Program  (AMP)  prepares 
senior  executives  to  deal  with  strategic,  competitive  and  global  challenges.  Years  of  real  world  and 
business  school  insights  have  been  built  into  an  intense,  yet  manageable,  learning  experience.  Wharton 
also  offers  a  stimulating  two-week  Executive  Development  Program  (EDP)  to  help  functional  managers 
make  the  transition  to  general  management. 

Thousands  of  executives  from  organizations  around  the  world  have  already  participated  in 
Wharton's  programs  -  benefiting  from  the  expertise  of  an  internationally-renowned  faculty  and  the 
opportunity  to  exchange  ideas  with  business  peers. 

Malcolm  Forbes  knew  that  learning  never  stops. 

Call  one  of  our  directors  to  discuss  your  own  executive  education  needs,  or  ask  for  a  complete 
catalog  listing  of  over  twenty  courses  offered  fifty  times  per  year:  1-800-255-EXEC,  ext.  669. 


Vharton  Advanced  Management  Program 

s  five-week  course,  for  senior  executives  in 
jpporting  the  office  of  the  CEO,  will  enhance 
•  global  perspective  and  strategic  vision  and 
oroaden  your  understanding  of  complex 
societal  trends. 

March  13 -April  15,  1994 
May  29- July  1,  1994 
September  18  -  October  21,  1994 


Wharton  Executive  Development  Program: 

The  Transition  from  Functional  to  General  Management 

This  two-week  course  develops  the  personal,  professional  and  political  skills 
needed  to  lead  and  succeed  through  others  in  a  cross-functional  leadership 
role,  and  addresses  the  issues  of  managers  with  responsibility  for  the  results  in 
today's  team-oriented  organizations. 

February  6  -  18,  1994  •  May  8  -  20,  1994 


Wharton 

The  Wharton  School 
of  the  University  of  Pennsylvania 


WHARTON  EXECUTIVE  EDUCATION 

The  learning  Experience  Of  A  Lifetime. 


255  South  38th  Street  •  Philadelphia,  PA  19104-6359 
1-800-255-EXEC  ext.  669  •  (215)  898-1776  ext.  669  •  FAX  (215)  386-4304 
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mass  into  a  series  of  4-inch-by-4-inch 
molds,  and  quickly  cure  it.  At  each 
press,  a  worker  buffs  excess  rubber  off 
the  latest  batch  of  steaming  engine 
mounts  with  a  spinning  wheel  of  metal 
bristles  that  resembles  a  power  Sand- 
er, then  does  two  other  operations.  As 
we  watch,  the  long  strip  of  rubber  being 
fed  into  the  press  breaks.  As  we  time 
every  step,  the  machine  operator  sprints 
up  a  short  stepladder,  reloads  the  rub- 
ber, hustles  through  several  other  tasks, 
then  waits  for  the  press  to  open  again. 
dirty  work.  When  we  reconvene  in  our 
conference  room,  we  agree  that  the 
workers,  who  finish  their  tasks  in  about 
13  minutes,  are  not  the  problem.  The 
bottleneck  is  the  18-minute  machine  cy- 
cle. That  can  be  improved  without  over- 
taxing the  workers,  Decker  believes.  So 
he  plans  an  experiment.  Can  we  shorten 
the  cure  time  from  14  minutes  to  12 
minutes  without  affecting  quality?  By 
the  next  day  he  has  his  answer:  Yes. 

At  5  a.m.  on  Tuesday,  headquarters- 
based  salesman  Rich  Hamed  and  I  ar- 
rive at  the  plant  to  ask  the  third-shift 
crew  about  their  jobs. 
Byron  Burns  gives  us 
an  earful.  He  has  been 
up  and  down  the  short 
ladder  10  times  since  1 
a.m.  to  refeed  broken 
rubber  strips.  He 
shows  us  his  left  arm, 
blackened  from  over- 
spray  at  the  paint 
booth,  then  pulls  up  his 
blue  work  shirt  to  re- 
veal tiny  black  dots 
covering  his  belly.  Rub- 
ber ripped  off  by  the 
buffer  flies  through  his 
shirt  and  into  his 
pores.  "I  stand  in  the 
shower,"  he  says,  "and 
pop  these  out."  Work- 
ers long  ago  removed 
a  safety  shield,  after  it 
got  so  blackened  they 
couldn't  see  through  it. 

At  breakfast,  Decker 
parcels  out  eight  key  issues  to  subteanis. 
One  will  focus  on  loading  and  unload- 
ing the  press.  I  volunteer  for  a  team 
that  will  ease  the  workers'  duties  and 
deal  with  Burns's  woes.  My  group  in- 
cludes line  worker  Shirley  Voirol,  Rick 
Goslee  from  maintenance,  and  Forrest 
Knox,  an  engine-mount  buyer  from 
Chrysler.  We  head  back  into  the  plant  to 
confront  the  buffer.  The  spinning  metal 
brushes  are  a  hazard,  and  workers  risk 
carpal-tunnel  syndrome  from  forcing  the 
mounts  against  them  with  their  wrists 
at  an  angle.  The  previous  kaizen  team 
had  a  prototype  of  a  semi-automated 
buffer  built  but  never  got  it  to  work 


Results 

A  month  later, 
almost  all  of  our 
team's  suggestions 
have  been  adopted 


right.  We  start  to 
tinker  with  it,  a  task 
that  will  consume  the 
next  two  days,  and 
compile  a  list  of  nine 
suggestions— such  as 
one  for  eliminating  the 
workers'  long  stretch 
down  into  four-foot-tall 
parts  bins. 

As  the  teams  go 
over  their  lists,  Decker  tallies  his  compu- 
tations. He  figures  the  plant  already 
could  meet  demand  with  just  five  press- 
es, even  without  working  Saturdays. 
But  that  assumes  no  unscheduled  down- 
time. No  presses  idled,  as  one  is  today, 
waiting  for  replacement  parts.  No  45- 
second  holdups  when  the  rubber  breaks. 
No  loss  of  a  minute  or  two  when  a 
worker,  busy  elsewhere,  doesn't  realize 
the  press  is  ready  to  be  unloaded.  These 
small  problems  add  up.  Says  Decker: 
"We're  being  nickeled  and  dimed  to 
death." 

The  next  day  and  a  half  is  chaotic. 
Subteams  test  and  retest  ideas.  The 


MAKING  KAIZEN  PAY  OFF 


Kaizen — a  Japanese  term  for  "continuous  improvement" — is  a  promising 
approach  in  the  battle  to  boost  America's  manufacturing  prowess.  Here's 
what's  required  to  make  the  process  work: 

WORKER  COOPERATION  A  no-layoff  pledge  is  necessary  to  assure  workers 
their  suggestions  for  productivity  improvements  won't  cost  them  their  jobs. 

MANAGEMENT  COMMITMENT  Top  management  needs  to  back  the  kaizen 
team  with  the  resources  and  authority  to  make  sweeping  changes,  if  need 
be,  in  search  of  radical  efficiency  gains. 

MEASURABLE  GOALS  AND  RESULTS  Besides  validating  the  team's  suc- 
cesses, measuring  enforces  a  reality  check. 

DIVERSE  TEAMS  Kaizen  teams  should  draw  from  disparate  back- 
grounds— not  just  manufacturing — to  elicit  a  variety  of  ideas. 

BIAS  FOR  ACTION  The  teams  should  favor  immediate  action  on  many 
fronts,  opting  for  small  improvements  over  costly,  technological  big  fixes. 

FOLLOW-UP  Not  everything  can  be  done  in  a  week,  so  follow-up  work  is 
needed  to  implement  medium-term  suggestions. 


problem  of  breaking  rubber  strips  is 
solved  by  feeding  them  off  a  large  cable 
spool,  instead  of  yanking  them  from  box- 
es. Warning  lights  are  added  so  workers 
facing  away  from  the  presses  will  know 
when  the  machine  cycle  is  finished.  Oth- 
er problems  are  more  intransigent.  A 
group  tries  to  reduce  excess  spray  in 
the  paint  booth,  but  the  paint  gun  keeps 
clogging.  Now  and  then,  Knox  or  I  sug- 
gest automation  as  a  solution  to  a  prob- 
lem, but  we're  ignored.  The  mandate  is 
for  quick,  cheap  solutions,  not  major 
capital  spending. 

As  the  changes  accumulate,  we  bring 
out  a  cutting  torch  and  alter  the  work- 


cell  layout.  We  m 
parts  bins,  instal 
paint  shield,  and  y 
out  old,  unneei 
equipment.  By  add 
an  air  jet  to  cool 
mounts'  surface 
workers  don't  hav< 
wait  as  long  to  p; 
them,  we  halve  in- 
cess  inventory.  In 
we  cut  the  distance  each  worker  m 
walk  per  cycle  from  32  feet  to  17  f© 
By  late  Wednesday  afternoon,  we  ; 
ognize  that  some  projects  will  havt 
be  left  for  later.  "We  identified  a  lol 
do,"  says  Decker.  "The  real  kaizei 
the  next  30  days."  To  make  sure  un 
ished  business  gets  done,  a  former  p] 
manager,  Bren  Harris,  will  oversee 
low-up  on  our  six-point  "to  do"  list. 
prime  culprit.  Thursday  morning, 
present  our  results  to  Michael  J.  Cra 
senior  vice-president  and  general  mai 
er  of  the  Rubber  Products  Div.  We  h 
met  two  of  our  three  goals:  We 
work-in-process  inventory  by  the 
geted  50%  and 
proved  producti 
23%  on  the  Ranger 
and  17%  on  the  A 
star  line— reflecting 
different  cure  time: 
different-sized  pa 
against  a  goal  of 
But  we  upped  capa 
only  by  7.5%  on 
Ranger  line  and  1 
on  the  Aerostar 
short  of  our  20%  g| 
Still,  we  identified 
prime  culprit  1 
keeps  the  plant  f 
operating  at  its  p< 
unplanned  downti: 
which  was  running 
nificantly  higher  t 
plant  officials  reali: 
There's  no  feelinj 
conquering-hero  ca 
raderie.  Perhaps  w 
aware  of  how  much 
mains  to  be  done.  Nonetheless,  a  mo( 
investment  of  time  and  money  has  { 
off  dramatically.  A  month  after  I  le< 
all  but  one  of  the  changes  we  rec 
mended  have  been  put  in  place.  V 
nearly  a  dozen  other  plants  g( 
through  a  similar  process,  Day  estim 
that  by  the  end  of  1995  he  will  have 
vested  $2  million  on  the  teams  and  t 
suggestions  companywide— for  a  dii 
payback  of  $12  million  to  $20  mill 
With  more  American  manufactur 
adopting  kaizen  techniques  and  re 
ing  similar  returns,  a  little  investm 
should  go  a  long  way  toward  reinv 
rating  the  1 '.  S.  industrial  base. 
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Where  Fortune  500 
companies  learn 
to  increase  their  fortunes. 


Impressive  participants,  exceptional  faculty,  tangible  results,  J|^^ 
spirited  group  interaction.  Real-time  issues,  entrepreneurial  thinking,      ^  *f>>essHfe.  - 
international  alliances,  extraordinary  facilities.  Babson's  School  of  fnfi 
Executive  Education:  one  of  the  most  respected  in  the  nation.  To    ty*.  &CST 
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find  out  more,  call  today  or  write  to  the  School  of  Executive 
Education,  Babson  College,  Babson  Park,  MA  02157-0310. 

1-800-882-EXEC.  j 


*I  BABSON 

SCHOOL  OF  EXECUTIVE  EDUCATION 


\ 


If  you're  headed  for  the  top, 
dress  for  the  climb. 

Bentley  has  nationally  accredited  programs  ranked  among 
the  lop  by  business  leaders.  Our  faculty  of  teachers/ 
scholars  have  real  world  experience. 
The  Bentley  advantage: 

•  An  MBA  with  1 1  concentrations. 

•  5  Master  of  Science  programs  in  business. 

•  Travel  abroad,  mentor  and  service  learning  programs. 

•  Credit  for  previous  course  work. 

Call  Bentley  at  617/891-2108  or  800/442-4723 
( outside  MA  I  for  a  copy  of  our  catalog. 

^BENTXEY 

WAI.THAM,  MASSACHI  :sh'ITS 


To  the 
CEO 


Competitive  times. 
Focus  your  entire 
management  team. 
On  your  business  horizon. 

Set  your  oivn  course: 
Internal  customized  executive  education 

EXECUTIVE 
KNOWLEDGE 

WORKS 

708.358.2010 
Serving  the  Fortune  200  for  more  than  a  decade. 


DUKE 

THE  FUQUA 

SCHOOL 
OF  BUSINESS  I 


DUKE  UNIVERSITY 
THE  FUQUA  SCHOOL  OF  BUSINESS 
BOX  90116 
DURHAM,  NC  27708-01  16 


919  660-6340  FAX:919  681-776 
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PENN  STATE  EXECUTIVE  PROGRAMS 

Executive  Management,  Executive  Development,  Strategic 
Leadership,  Engineer/Scientist  as  Manager,  Financial  Analysis  tor 
Strategic  Management,  Developing  Managerial  Effectiveness, 
Managing  the  Global  Enterprise,  Industrial  Marketing  Management, 
Industrial  Sales  Management,  Human  Resource  Management, 
Manufacturing  Strategy  and  Technology,  Program  for  Logistics 
Executives,  and  Strategic  Purchasing  Management  Program. 

For  a  brochure  containing  information  about 
these  programs,  please  call,  write,  or  fax  —  — j 

L-»  Perui  State  Executive  Programs 

The  Pennsylvania  State  University 
Room  310— Smeal  College  of  Business 
University  Park,  PA  16802-3003  USA 
Phone  (814)  865-3435  FAX  (814)  865-3372  Hig 

pennState 
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"It'<f  not  bu,nne,Ki  ad  iuuaL' 


Executive  MBA 


Classes  meet  on  alternate  Fridays  and 
Saturdays  for  2  years 
Next  program  begins 
January  4,  199-1 


FLEX-MBA 


14  weeks  in-residence  over  2 
Next  program  begins 
February  6,1994 


years 


Management  Programs 
for  Executives 


Intense,  practical  4-week  global 
management  program 
Next  program  begins 
April  10,  1994 

For  more  intormation 
Center  for  Executive  Education 
301  Mervis  Hall 
University  of  Pittsburgh 
Pittsburgh,  PA  15260 
Phone:-)  12.  6-18.1600 
Fax:  412.648.1787 

University  of  Pittsburgh  j 

iity  ot  Pittsburgh  is  an  affirmative  action,  equal  opportunity  institutic 


The  Rotunda 
University  of  Virginia 
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DARDEN 

Graduate  School  of 
Business  Administration 
Executive  Education 
University  of  Virginia 


WHO  OFFERS  THE  BEST 
EXECUTIVE  EDUCATION 
PROGRAMS  IN  THE 
WORLD?  JUSTASKTHE 
PARTICIPANTS. 

That's  what  the  authors  of  the  recent 
reference  book  Business  Week's  Guide  to 
the  Best  Executive  Education  Programs  did! 
The  overwhelming  choice  out  of  26  top- 
ranked  business  schools  worldwide  was 
the  Darden  Graduate  School  of  Business 
Administration  at  the  University  of 
Virginia. 


Darden  offers  programs  in: 
General  Management  • 
Leadership  and  Managing 
People  •  Finance  •  Manufac- 
turing •  Marketing  and  Sales 
•  and  Special  Topics.  


For  more  information,  please  return  this  ad  to:  Executive 
Education  •  Tlie  Darden  School  Foundation  •  University  of 
Virginia  •  P.O.  Box  6550  •  Charlottesville,  VA  22906-6550  • 
Fax  (804)  924-4402  'Phone  (804)  924-3000 
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Title. 


Company  _ 


Mailing  Address. 
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Want  more  information  about  advertisers  in  this  issue? 

If  so... 

1 .  Review  the  list  of  advertisers  below, 
2.  For  auiclc  resnonse  call  our  toll-free  number. 
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24  hours  -  7  days  a  week: 

1-800-356-8855 

BW  1025S 

3.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 


EXECUTIVE 
EDUCATION/ 


BA 


Babson  School  of  Executive 
Education 
Bentley  College 
Center  for  Creative  Leadership 
Emory  Business  School 
Executive  Knowledgeworks 
Fyqua  School  of  Business 
Georgia  State  University 
Houston  Baptist  University 
Loyola  College  in  Maryland 
Mississippi  State  University 
New  York  University 
New  Jersey  Institute  of 
Technology 

Northern  Illinois  University 
Ohio  University 
Penn  State 
Pepperdine  School  of 
Business  and  Management 


San  Diego  State  University 
Seton  Hall  University 
Stanford  Alumni  Associatioi 
Suffolk  University 
The  University  of  Iowa 
Tulane  University 
UCLA 

University  of  California- Irv 
University  of  Connecticut 
University  of  Houston 
University  of  Maryland 
University  of  Pennsylvania 
Wharton 

University  of  Pittsburgh 
University  of  San  Francisco 
University  of  Texas  at  Aust 
University  of  Utah 
University  of  Virginia/Dan 
Wake  Forest  University 


Leadership  Development  Program 


POWERFUL 
INSIGHTFUL 
EFFECTIVE 


For  over  20  years  the  Center  for  Creative 
Leadership  has  offered  managers  and 
executives  the  opportunity  to  increase 
their  personal  and 
professional  growth. 

Offered  at  13  sites 
worldwide  including 
the  Center's  locations  in: 
Greensboro,  NC 
Brussels,  Belgium 
Colorado  Springs,  CO 
San  Diego,  CA 

lall  Shera  Johnson  today  for  a  free  brochure 
at  919-545-3751  or  FAX  919-282-3284. 

After  November  15, 1993: 910-545-3751;  FAX  910-282-3284.) 

Center  for  Creative  Leadership 

)ne  Leadership  Place  •  Post  Office  Box  26300  •  Greensboro,  North  Carolina  27438-6300 


San  Diego  State 
University 

SDSU's  MBA  for  Executives 

■  Designed  for  the  mid-career  executive 

■  Enhance  your  leadership  and  managerial  skills 

■  Develop  a  global,  strategic  perspective 
m  Small  classes  of  experienced  executives 

■  Learn  from  outstanding  SDSU  faculty 

m    Earn  an  AASCB-accredited  MBA  in  two  years 


FOR  OUR  BROCHURE, 
CALL  OR  WRITE: 

Executive  Management  Programs 

College  of  Business  Administration 

San  Diego,  CA.  92182-0414 

Telephone:  (619)  594-6010 


Si  an  jo  rd 


Grasp  the  Forces 
Driving  Change... 

Insight  ■  Strategy  ■  New  Imperative: 

Financial  Seminar  for 
Non-Financial  Managers 

March  16-18,  July  13-15, 
and  November  2-4,  1994 

Market  Strategy  for 
Technology-Based  Companies 

April  20-22,  1994 

Engineering  Executive  Program 

June  19-July  1,  1994 

Advanced  Management  College 

September  18-23,  1994 

Managing  Innovation 

October  12-14,  1994 

Leadership  Advancement  Program 

Fall,  1994 


Contact  Nancy  Nichols, 

Director,  Continuing  Education 

Stanford  Continuing  Education  Executive  Progran 

Bowman  Alumni  House,  Stanford.  CA  94305-40* 

Phone:  (415)  723-2027,  FAX:  (415)  723-3145 
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EXECUTIVE 
ROGRAMS 
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There  are  Degrees  of  Success 


The  UCLA  Executive  MBA 

...  a  program  for  professionals  on  the  rise 

In  today's  world  of  unprecedented  business  management  opportunities,  UCLA 
offers  the  credential  of  success  for  managers  committed  to  the  highest  levels 
of  management  leadership  The  Executive  MBA  program  features 

a  UCLA's  renowned  International  Field  Study— a  core  component 
a  Award-winning  faculty  and  interactive  classes  comprised  of 

dynamic,  skilled  executives 
a  Laptop  computer  technology  employed  in  both  curriculum 
and  classroom 


The  John  E.  Anderson  Graduate 
School  of  Management  at  UCLA 


Letters 
Recommendation 


1 


"1 


UT  A 


/  N  I 


BSM  MBA  EMBA  P/KE  MSIM  MSOD 


Bachelor  of 
Science  in 
Management 

Tkis  undergraduate 
degree  program  inte- 
grates fundamental 
theories  with  real- 
world  business  practice. 


Designed  fo 


Master  of 
Business 
Administration 

Emphasizing  the  prac- 
tical application  of 
husiness  theory  and 
strategy  for  all  man- 
agerial levels,  courses 
e  completed  in 


ed    can  h 


professionals,  classes 
can  he  completed  in 
two  years  in  the  eve- 
ning and  on  weekends. 


can  be  compli 
two  years  in  a  series 
of  evening  classes  or 
in  a  full-time  resi- 
dential program. 


Executive  Master 

of  Business 
Administration 

Designed  for  mid-  to 
senior-level  execu- 
tives with  several 
years  of  management 
experience,  courses  are 
conducted  in  small- 
group  sessions  and 
meet  every  third  week 
for  20  months. 


Presidential/ 
Kev  Executive 

MBA 

Directed  exclusively  to 
the  needs  of  senior- 
level  executives,  an 
integrated  curriculum 
focuses  on  strategic 
issues  facing  senior 
management.  Classes 
meet  once  a  month 
for  20  months. 


Master  of  Science 
in  Technology 
Management 

Educating  managers  to 
compete  in  the  global, 
technology-driven 
business  environment, 
classes  are  scheduled 
every  third  weekend 
over  20  months  and 
include  two  inter- 
national field  trips. 


Master  of  Science 
in  Organization 
Development 

For  managers  and 
other  professionals 
involved  in  organi- 
zation change  and 
development,  this 
internationally 
renowned  program 
consists  of  a  series  of 
residential  seminars 
held  over  two  vears. 


Master  of  i 
Internation^ 
Business 

To  provide  the  irjj 
agement,  cultuj 
and  language  si 
required  to  sueceel 
the  glohal  marll 
place,  this  full-tl 
program  includJ 
year  on  campus 
eight  months  of  wj 
and  study  ahroad.f 


Recognized  as  an  innovative  leader  in  management  education 
for  business  professionals,  Pepperdine  will  provide  you 

with  the  credentials  to  reach  your  career  potential. 
Call  for  further  information  about  our  business  programs. 

Pepperdine  University  is  accredited  by  the  Accrediting  Commission  for  Senior 
Colleges  and  Universities  of  the  Western  Association  of  Schools  and  Colleges. 


PEPPERDINE 
UNIVERSITY 

School  of  Business  and  Management 

1-800-488-8616 


Extension  100 


■1  V 


We've  expanded  our 
Executive  MBA  Programs 
to  meet  the  demands 
of  a  shrinking  world. 


These  days  you  're  just  as  likely  to  be  handling 
business  in  Venice,  Italy  as  you  are  in  Venice, 
California.  That  's  why  the  Graduate  School  of 
Management  at  the  University  of  California,  Irvine 
has  added  an  international  business  emphasis  to  its 
Executive  and  Fully  Employed  MBA  Programs  - 
the  only  two-  and  three-year,  fully  accredited  MBA 
programs  for  working  professionals  in  Orange 
County.  If  you're  interested  in  broadening  your 
horizons,  give  us  a  call. 

University  of  California 
Executive  MBA  Programs 

An  education  with  a  world  of  difference. 
Call  (714)  856-5374  for  our  schedule  of  free  information  sessions. 


EXECUTIVE  MBA 
EXECUTIVE  BBA 

THE  DAVID  ECCLES  SCHOOL  OF  BUSINESS 
OFFERS  STIMULATING,  DYNAMIC  AND 
INNOVATIVE  GRADUATE  AND 
UNDER-GRADUATE  AACSB 
ACCREDITED  PROGRAMS  FOR  THE 
RESULTS  ORIENTED  MANAGER. 

A  fluctuating,  dynamic 
environment  presents  challenges  to 
business  that  did  not  exist  in  the 
past.  The  ability  of  managers  to 

deal  with  new  technological 
developments,  volatile  economic 
conditions  and  increasingly 
complicated  organizations  is 
constantly  put  to  the  test. 
We  can  help  managers  pass  the  test. 

For  more  information  contact 
Executive  Education  at 

(80D-581-5577 

"Building  Foundations  for 
Business  Leadership" 


University  of  San  Francisco 

McLaren  Graduate  School  of  Management 

EXECUTIVE  MBA 


AACSB  (Nationally)  Accredited 
Internationally  Recognized  Faculty 
Intensive  (21  Month)  Presentation 
Alternating  Friday  and  Saturday  Meetings 
International  Study  Tour  Included 

NOW  ACCEPTING  APPLICATIONS  FROM 
EXPERIENCED  MANAGERS 

Contact:  Director  of  Executive  Education 
University  of  San  Francisco 
McLaren  School  of  Business 
2130  Fulton  Street 
San  Francisco,  CA  941 17-1080 
(4 1 5)  666-25 1 1  or  FAX  (4 1 5)  666-2502 


Executive  MBA  Program 


Houston  Baptist  University  is  accepting  applica- 
tions for  the  spring  Executive  MBA  Program. 
Classes  are  held  evenings  and  Saturdays, 
allowing  candidates  to  meet  both  professional  and 
academic  obligations  during  the  two-year  program. 

HBU  offers  the  unique  advantages  of  incorporating 
both  academicians  and  professionals  into  the  cirricu- 
lum.  Applications  are  due  January  1 . 

The  HBU  program  incorporates  a  variety  of  innov- 
ative features.  A  personal  computer  is  issued  to  each 
student  at  the  beg  inning  of  the  program.  International 
travel  is  an  integral  part  of  the  program. 

For  further  information,  call  Carter  Franklin, 
Director,  executive  MBA  Program,  Houston  Baptist 
University,  (713)  995-3322. 


HOUSTON 
BAPTIST 

UNIVERSITY 


In  addition  to  the  executive  MBA  Program,  HBU  offers  a  regular  MBA,  MS  programs 
in  Management,  Computing,  and  Systems  and  Human  Resources  Management. 


Forthecostofan 
average  meal  oulyou  can 
feed  10  hungry  people. 


Last  year,  United  Way  agencies  helped  serve  over  417,000 
nourishing  meals  to  our  area's  hungry  for  about  $2.60  a  plate.  This  year  the  need 
is  even  greater  and  your  contributions  more  crucial.  Please  help. 


The  United  Way 

Thousands  need  us.  we  need  you. 


PUBLIC  SERVICE  ANNOUNCEMENT  COURTESY  OF  BOZELL  AND  THIS  PUBLICATION 
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orts  Business 


t  HOCKEY! 


AP  SHOTS 

THE  PARKING  LOT 


dgling  pro  sport  emerges  from  the  inline-skating  craze 


Iame  this  sport:  Boosters  call  it 
the  Little  League  of  the  '90s. 
Fans  are  starting  to  pay  to 
the  pros,  and  pickup  games  are 
1  in  parking  lots  and  side  streets 
er  the  country.  It's  even  show- 
in  a  recent  movie,  Airborne! 
e  up?  The  game  is  roller  hockey,  a 
t  of  ice  hockey  adapted  for  inline 
i  and  a  dry  surface  that's  body- 
ing its  way  onto  the  American 


to  1972,  he  organized  three  different  pro 
leagues:  the  American  Basketball  Assn., 
the  World  Hockey  Assn.,  and  World 
TeamTennis.  Only  TeamTennis  survives 
today,  and  Murphy  is  no  longer  asso- 
ciated with  it. 

This  time,  though,  Murphy  is  getting 
in  on  the  concrete  floor.  He  and  partners 
Larry  King  and  Alex  Bellehumeur  po- 
nied up  an  initial  investment  of  $300,000- 
$400,000  to  form  Roller  Hockey  Interna- 


t  IN  THE  HEAT:  A  VIGOROUS  PICK-UP  GAME  IN  NEWPORT  BEACH 


m  scene.  More  than  a  quarter-mil- 
>n|  nericans  are  playing  some  form  of 
■  hockey,  says  Joseph  Mireault,  ex- 
ni  e  director  of  National  In-Line 
od  /  Assn.  in  Miami,  an  amateur  roll- 
'-a  key  organizing  league. 
Ilij  (IDE.  Numbers  like  that,  say  sup- 
)rjl  s,  are  lifting  roller  hockey  out  of 
iej|  arts-novelty  category.  They're  also 
a  boost  to  the  already  wild  sales 
i  of  inline  skates.  According  to  a 
al  Sporting  Goods  Assn.  (NSGA) 
r,  800,000  pairs  of  inline  skates 
;old  in  1990.  In  1992,  the  number 
,o  3.9  million,  generating  sales  of 
lillion. 

er  Dennis  Murphy.  In  the  statis- 
ized  world  of  professional  sports, 
.-year-old  Murphy  has  set  some 
record  for  false  starts.  From  1965 


it:  a 


'P 


tional  (RHI)  and  wrote  to 
3,500  contacts  inviting 
them  to  join.  A  dozen 
franchises  were  sold  at 
$55,000  apiece— four  in 
California,  three  in  Cana- 
da, and  one  each  in  Con- 
necticut, Florida,  Missou- 
ri, Utah,  and  Washington 
State.  The  league's  first 
season  wrapped  at  the 
end  of  August,  with  the  Anaheim  Bull- 
frogs beating  the  Oakland  Skates  9-4. 

While  the  teams  are  mostly  made  up 
of  former  ice-hockey  players,  roller  hock- 
ey is  hardly  Mario  Lemieux  and  the 
Pittsburgh  Penguins.  Players'  salaries 
start  at  $350  a  week,  and  the  prize  pot 
that  teams  share  is  worth  under 
$700,000.  So  far,  corporate  sponsorship  is 


INLINE-SKATE  SALES 
GO  WHOOSH! 


'90  '91 
▲  MILLIONS  OF  DOLLARS 

DATA.  NATIONAL  SPORTING  GOODS  ASSN 


limited  to  some  $200,000  from  pad-and- 
stick  maker  Karhu  usa  Inc.  and  Can- 
star  Sports  Inc.,  maker  of  Bauer  skates. 

"Right  now,  we're  driven  by  the  in- 
dustry sponsors,"  says  rhi's  King.  Down 
the  road,  RHI  will  shoot  for  "AT&T  or  a 
Budweiser  or  somebody  that  can  put  up 
$2  million  or  $3  million  in  cash  support 
for  the  league  and  then  spend  $6  million 
to  $8  million  telling  everybody  what  a 
great  deal  it  is,"  King  says. 

Already,  though,  RHI,  based  in  Los 
Alamitos,  Calif.,  has  competition.  ESPN 
has  broadcast  games  from  rival  World 
Roller  Hockey  League,  whose  eight 
teams  feature  former  National  Hockey 
League  stars  Ron  Duguay  and  Robert 
Picard.  WRHL  held  all  its  matches  in  an 
outdoor  arena  at  Walt  Disney  World  last 
May  for  later  telecast.  "If  you  want  to 
say  the  wrhl  is  constructed  for  TV,  it 
is,"  says  David  McLane,  president  of  the 
Indianapolis-based  league. 
WILLING  TO  WAIT.  While  some  RHI  games 
were  televised  on  sports  channels,  RHI 
lacks  any  kind  of  regular  TV  coverage.  "I 
think  [the  possibility]  exists  for  a  TV 
contract,"  says  Michael  Jacobsen,  edi- 
tor-in-chief of  Sporting  Goods  Decile/' 
magazine.  King,  however,  seems  willing 
to  wait.  "If  a  spoil . . .  has  standing-room- 
only  crowds,  then  it'll  demand  a  televi- 
sion package.  Until  we  have  standing- 
room-only  crowds,  it'll  be  unrealistic  to 
expect  extensive  coverage  from  TV." 

That  may  be  a  ways  off.  The  league 
champion  Bullfrogs  enticed  13,500  fans  to 
the  opening  game  at  spanking-new  Ana- 
heim Arena,  but  average  attendance  was 
closer  to  9,000.  And  attendance  was  as 
low  as  2,300  for  the  Toronto  Planets. 

But  who  can  divine  what  moves 
fans— especially  when  they  start  getting 
into  the  game.  Larry 
Weindruch  of  the  NSGA 
points  out  that  the  esti- 
mated 9.7  million  inline 
skaters  are  "looking  for 
more  things  to  do  on 
those  skates."  And  Kar- 
hu predicts  that  sales  of 
roller-hockey  equipment 
will  probably  eclipse  ice- 
hockey  sales  within  the 
next  year. 

Besides,  not  so  long 
ago,  it  would  have  been 
unthinkable  that  ice 
hockey  could  make  any  headway  in 
California.  Yet  these  days,  the  ice  is 
jammed  with  the  L.  A.  Kings,  the  San 
Jose  Sharks,  and  the  Anaheim  Mighty 
Ducks. 

What  roller  hockey  needs  now  is  a 
few  superstars  to  really  hype  the  game. 
Hmmm.  Can  Michael  Jordan  skate? 

By  Joe  Clark  in  Toronto 
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Investing 


SCREENING  STOCKS  ON 
YOUR  PC  SCREEN 


Sitting  at  a  computer, 
Christopher  Pantaleoni 
patiently  types  in  a  de- 
scription of  what  for  him 
would  he  perfect  growth 
stocks:  companies  with  less 
than  $500  million  in  revenues, 
returns  on  equity  above  15%, 
average  annual  earnings 
growth  of  18%,  plus  10  other 
characteristics.  The  PC  whirs 
for  15  seconds  through  data 
on  more  than  5,000  stocks  be- 
fore eliminating  all  but  three. 

Another  Wall  Street  wiz- 
ard tapping  into  his  main- 
frame? Think  again.  Pantaleo- 
ni, a  49-year-old  data-base 
programmer,  is  using  Market- 
Base,  a  $345  software  pro- 
gram, to  run  "stock  screens" 
on  a  PC  in  his  Newton  (Mass. 
home.  Screens  like  this, 
he  says,  "open  the 
eyes  and  mind 
to  stocks 
might  not  have 
known  about 
otherwise." 
GEMS.  Thanks 
to  the  ongoing  PC 
revolution,  even  lit- 
tle investors  who  aren't  com- 
puter experts  now  are  able 
to  pick  stocks  as  methodically 
as  Wall  Street  pros.  With  the 
advent  of  screening 
programs,  some 
available  through 
such  popular  on- 
line services  as 
CompuServe,  in- 
vestors can 
systematically  sift 
through  thousands 
of  stocks  in  search  of 
the  most  undervalued  ones. 
For  many  investors,  screen- 
ing programs  offer  "a  way  to 
find  the  undiscovered  gem 
that  everyone  else  may  be 
overlooking,"  says  John  Baj- 
kowski,  editor  of  Computer- 
ized Invest iny  newsletter. 

Although  stock  screening 
programs  are  generally  get- 


ting easier  to  use,  it  still  re- 
quires some  dedication— and 
money— to  master  them.  The 
better  screening  programs  are 
still  only  slightly  simpler  to 
learn  than  a  spreadsheet  or 
data-base  program.  And  most 
disk-based  programs  cost  hun- 
dreds of  dollars  a  year  (ta- 
ble). Many  on-line  services 
charge  users  for  the  time 
their  PC  is  hooked  up  via  mo- 
dem, so  learning  on-line  can 
lead  to  hefty  charges.  Before 
logging  on,  users  should  study 
their  manuals  closely  and  be- 
come familiar  with 
unique  abbrevia 


tions  for  financial  ratios,  such 
as  "5YREG"  for  five-year 
earnings  growth. 

If  you  need  a  road  map, 
the  American  Association  of 
Individual  Investors  frequent- 
ly runs  suggested  screens  in 
ii  -  monthh  journal  (ol2  2N0- 
0170).  One  AMI  screen,  for  ex- 
ample, is  designed  to  help  in- 
vestors determine  whether 
companies  can  sustain  their 
earnings  growth.  For  $20, 
AAI1  also  sells  a  "how  to"  kit 
containing  20  past  articles  on 
the  subject.  Boston  financial 
analyst  Dan  DiBartolomeo 
recommends  that  seasoned 


investors  check  their  lib  e 
for  financial  periodicals,  )" 
as  the  scholarly  Journal  o  te 
vesting,  to  find  investn 
theories  they  can  usii 
screens. 

trade-offs.  On-line  sen 
enjoy  a  few  advantages 
disk-based  programs,  nai 
timeliness.  While  subscri : 
to  programs  such  as  W 
Line's  Value/Screen  III  ro: 
receive  financial  data  by  i 
on-line  services  generally  se 
date  stock  prices  nightly  I  in- 
corporate data  weekly,  lab 
ensures  that  most  financial  " 
tios  are  up-to-the  minute, 


142  BUSINESS  WEEK/,  1993 


,  ifiSgm    M  12 162  2?V<  25V.  27  n' 

I    tfvA  Csli  M  !  19  I  95V.  95V.  95*  *2V, 

AH  24    CraiO>  2  12  <M  26     25V,  25*  ...... 

44V.  JMCtetd!     68  ?/  14316  43v,  4IV<  42  -it 

15%  1IH  C«aC€  .05  9490  14*  Q*  14*  ♦ 

24     2l*CCI>an  !2288u24     22*  23*  »1 

24*    9%  Caw     ISt  '.424  18*  17*  17*  -V. 

15*  15    CohnS'n  859  li'/i  15  15   

30'.5  22*  Colen-n  21  SJAuSOK  29V.  30.  \'h 

CafcMyi  59t  2?  !8J  26V.  25*  26V.  +1 

67V.  45V.  CoW'/i  1 44  1J  18/34  53*  52*  52*  -* 

J7*  63    CcSf  p!4  25  ;2I0  7b*  75  75 

?*    8*  CoiHIn     63  1343   9*   9*   9V<  — 

12V.  10*  Coilolln  1.08  458  12     ifW  12  ...... 

7«*    I    CoilHI     .7  2  9  56   6*   6V.  M   

12*  lH»Colln><S.  .74  410  1?     11V.  12  t* 

8V.    7*  CdMo     .M  879   8*   8*  8* 

22%Co<n,°T<i  723!  23V.  022*  23 

14*  Coll«  1/  2CS0  16*  154.  16M 

18'.V  «jCcfc  6  3527  26* 
I3V.  Counim  . 
13*  " 


lata  that  quickly  with 
ire  can  cost  as  much  as 
annually. 

at  on-line  services  gain 
eliness,  however,  they 
1  depth.  They  typically 
i  users  to  compare 
in  just  a  few  dozen  cat- 
s—usually such  funda- 

1 1  indicators  as  price-to- 
gs ratios  (p-e).  Telescan 

i  lotable  exception;  the 
3  can  screen  stocks  us- 
>7  variables,  including 
technical  indicators  that 
price    and  volume 

rs  can  generally  get  far 
detail  from  disk-based 
es.  MarketBase  offers 
than  100  categories  for 
I  ring  stocks— double  that 
le/Screen— and  also  lets 
>rs  weight  each  of  these 
les  to  their  liking.  Mar- 
se  also  tracks  5,600 
more  than  three  times 
/alue/Screen  offers.  But 
Screen  will  appeal  to 
followers  of  the  in- 
vestment firm's 
proprietary  sys- 
tem for  rating 
stocks  by  safe- 
ty and  growth 
potential.  Unlike 
MarketBase,  Val- 
ue/Screen also  in- 
cludes Value  Line 
analysts'  projections 
I  for  future  earnings 
/  md  returns. 
'  Of    course,  picking 
cks    from  screening 
ily  guarantees  success. 
]  mbers  can  be  deceiv- 
j.  Some  financial  ratios, 
ich  as  profit  margins 
{  nd  inventory  turns,  can 
■  differ  dramatically  by 
^  industry.  What's  more, 
some    screens  will 
turn  up  companies 
that  really  do  not 
belong.  The  sim- 
plest "growth 
stock"  screens,  for 
example,  may  cap- 
ture mature  cycli- 
cal companies  that 
are   advancing  in 
their  normal  upturn. 
To     prevent  this 
problem,  eliminate 
companies  that 
have  shown  a  re- 
cent    loss  or 
whose  profit 


SCREEN  HELPERS 


Service 

Cost              No.  of 
stocks 

No.  of  Comments 
variables 

ON-LINE 

COMPUSERVE 

OUU  OHO-0 1  77 

$8.95/mo.,  10,000 

nine  ^9  Vhnnr 
pi U S  ji Of  IIUUI 

39 

Improved,  but  hourly 
charges  can  add  up. 

GENIE 

800  638-9636 

$8.95/mo.,  12,000 
plus  $6  per  screen 

50 

Limited  value.  Can  only 
run  prepared  screens. 

rKUUluT 

800  776-3449 

$29.90/mo.  5,000 

8 

Screens  include  CANSLIM, 
One  Up  On  Wall  Street, 
and  Shadow  Stocks. 

TELESCAN 

800  324-8246 

S295/software  8,000 
$60/mo. 

207 

Best  on-line,  but  for  sea- 
soned investors.  Thirty- 
rlnv  trink  ^44 

uuy  iiiui3,  J,,. 

DiSK-BASED 

AAII  STOCK 
INVESTOR 

312  280-0170 

$100*  7,000 

66 

Good  value  bur  requires 
whopping  15  MB  of  hard- 
drive  space. 

MARKETBASE 

800  735-0700 

$345*  5,600 

100+ 

The  best.  Wall  Street  pros 
carry  in  their  laptops.  $59 
trial  disk. 

VALUE/SCREEN  III  S325*  1,600 
800  654-0508 

52 

Includes  Value  Line 
rankings.  Free  demo 
disk  or  $59  triol. 

'Yearly  costs  for  quarterly  disks  of  updated  financial  data 

DATA:  BUSINESSWEEK 

margins  are  out  of  kilter  with 
their  historical  norms. 

Experts  caution  that  stock 
screening  should  be  just  the 
beginning  of  your  research. 
Screening  "is  not  a  substitute 
for  hands-on  analysis,"  says 
Thomas  Ebright,  co-manager 
of  the  Pennsylvania  Mutual 
Fund.  "You  still  have  to  look 
beyond  the  numbers  at  the 
companies."  Like  Pantaleoni, 
Ebright  runs  screens  to  nar- 
row down  a  long  list  of  stocks 
to  a  handful,  then  does  his 
own  research  to  pick  poten- 
tial winners.  To  get  started, 
you  might  try  these  simple 
screens: 

■  shadow  stocks:  These  are 
companies  so  small  that  their 
float  and  market  capitalization 
aren't  large  enough  to  attract 
the  interesc  of  Wall  Street  an- 
alysts. The  AAII  suggests  look- 
ing for  companies  with  mar- 
ket caps  of  $20  million  to  $100 
million,  two  years  of  growing 
profits,  institutional  ownership 
below  15%,  and  at  least  five 
years  of  reported  data.  Shad- 
ow stocks  "may  be  an  area 
where  small  investors  have  a 
better  chance  because  they 


are  underresearched,"  says  Di- 
Bartolomeo. 

Academics  disagree  wheth- 
er shadow  stocks,  as  a  group, 
outperform  the  broader  mar- 
ket. But  investors  can  use 
shadow  stocks  as  the  universe 
for  more  detailed  screens. 

■  ONE  UP  ON  WALL  STREET: 

This  is  the  popular  strategy 
cited  by  former  mutual  fund 
manager  Peter  Lynch  in  the 
1989  book  of  the  same  name. 
In  his  quest  for  undervalued 
growth  stocks,  Lynch  looks 
for  companies  whose  p-e  is  no 
more  than  one-half  the 
growth  rate.  A  word  of  cau- 
tion: Running  the  screen 
could  capture  many  compa- 
nies with  erratic,  but  improv- 
ing, earnings.  Bajkowski  sug- 
gests you  eliminate  any 
company  that  has  recorded  a 
loss  during  the  last  five  years. 
If  the  list  is  still  too  long,  he 
also  advises  investors  to 
screen  out  companies  whose 
earnings  and  profit  margins 
haven't  risen  over  each  of  the 
last  three  years. 

■  DIVINING  DIVIDENDS:  Some 
market  experts  believe  con- 
servative investors  should  fo- 


cus on  depressed  blue-chip 
stocks  whose  dividend  yields 
have  risen  to  an  unusually 
high  level.  If  the  dividend  can 
be  sustained,  the  stocks  may 
be  poised  for  a  runup  when 
the  company's  fortunes  im- 
prove. To  filter  out  companies 
that  may  cut  their  dividend, 
De  Paul  University  finance 
professor  Frederic  Shipley 
recommends  dropping  compa- 
nies paying  out  more  than 
60%  of  earnings.  (The  excep- 
tion is  utilities,  which  often 
pay  out  75%  or  more.) 

BUSINESS  WEEK  ran  such  a 
screen  on  Telescan,  looking 
for  Big  Board  companies  with 
market  caps  above  $2  billion, 
p-e  ratios  near  their  historic 
lows,  and  relatively  consistent 
earnings  over  the  last  five 
years.  Three  of  the  top  picks: 
Philip  Morris,  American 
Home  Products,  and  Merck. 
■  CANSLIM:  This  is  the  acro- 
nym for  the  theory  popular- 
ized by  Investor's  Business 
Daily  founder  William  O'Neil. 
O'Neil  studied  the  40-year 
record  of  growth  stocks  and 
isolated  these  common  traits 
among  successful  ones:  annual 
profit  growth  of  20%,  five 
years  of  consecutive  earnings 
growth,  and  some  institution- 
al ownership,  but  not  more 
than  20%.  O'Neil  also  looks 
for  companies  whose  stock 
price  is  rising  faster  than  80% 
of  all  other  stocks,  a  technical 
indicator  known  as  relative 
strength.  He  further  focuses 
on  concerns  with  less  than  25 
million  shares.  CANSLIM  works 
best  on  Telescan  because,  un- 
like other  services,  Telescan 
also  provides  technical  analy- 
sis. But  Value  Line  users  can 
substitute  the  timeliness  rank- 
ing for  relative  strength. 

Critics  caution  that  can- 
slim  stocks  can  be  risky  in 
volatile  markets,  like  today's, 
since  market  pros  will  crucify 
growth  stocks  that  don't  meet 
Wall  Street's  earnings  expec- 
tations. That's  further  evi- 
dence screening  offers  no 
guarantee  you  will  be  able  to 
outperform  the  market.  But 
using  screens  to  winnow 
a  broad  range  of  stocks  down 
to  a  handful  makes  it  easier 
to  do  the  serious  research 
that  can  lead  to  a  pay- 
off. Dean  Foust 
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Autos 


A  PAIR  OF 
BRUTES  FOR 
THE  DARING 


■  t's  frightening  how  speedy 
H  sports  cars  are  these  days. 
H  Take  the  new  Toyota  Su- 
pra turbo  and  the  just-up- 
graded Porsche  911  Turbo  3.6. 
Both  boast  heart-stopping  ac- 
celeration and  the  cor- 
nering agility  of  a  hun- 
gry cheetah.  They  look 
downright  dangerous, 
too,  with  flared  fen- 
ders, beefy  tires,  and 
outrageous  rear  spoil- 
ers. But  the  Porsche 
carries  a  much  scarier 
price  tag:  $99,000- 
more  than  twice  the 
Supra's  sticker. 

Only  a  buff  wouldn't 
find  the  performance 
numbers  mind-numbing.  The 
Porsche  rockets  to  60  mph  in 
just  4.5  seconds  and  tops  out 
at  a  white-knuckled  174  mph, 
which  is  useful  if  you  live 
near  a  speedway.  The  Supra 


turbo  hits  60  mph  in  just  un- 
der 5  seconds;  top  speed  is 
electronically  limited  to  a  se- 
date 155  mph.  Stopping  is 
quick,  too.  Both  cars  get  back 
to  zero  in  120  feet,  about  40 
feet  sooner  than  your  aver- 
age family  sedan. 
PUNISHING  RIDE.  The  cars 
have  distinct  personalities. 
Purists  may  prefer  the 
Porsche's  raw,  brutish  feel. 
The  turbocharger  kicks  in 
with  a  vicious  punch  that  can 
send  the  rear  end  sliding  dur- 
ing hard  cornering,  especially 


on  slick  pavement.  On  rough 
roads,  the  din  is  annoying, 
and  the  stiff  ride  punishing. 

The  Porsche's  virtually  use- 
less back  seat  and  cramped 
luggage  space  come  as  no  sur- 


prise.   On  the 
other  hand,  the 
dashboard  con- 
trols   could  be 
friendlier.  The  cli- 
mate controls  are 
hidden  behind  the 
steering  wheel. 
The  unmarked  sun- 
roof switch  is  out  of 
sight,  under  a  dash 
panel,  and  there  are 
two  outside-mirror 
power  controls— in  separate 
locations. 

The  Supra,  by  contrast,  of- 
fers a  more  refined 
driving  experience. 
The  twin  turbos  en- 
gage much  more  grad- 
ually, making  the 
throttle  easier  to  con- 
trol. There's  even  an 
electronic  traction-con- 
trol system  that  auto- 
matically keeps  the 
rear  wheels  from  spin- 
ning, unless  you  turn 
it  off.  The  Supra's  ride 
is  stiff,  but  not  brutal, 
absorbing  small  bumps  with 
ease.  And  the  car  is  a  bit 
quieter,  too.  One  downer:  The 
steering  wheel  feels  a  bit 
dead  and  telegraphs  poorly 
how  the  tires  are  gripping. 


Inside, 

dash  wraps  cockpit 
around  the  driver.  Conj 
and  gauges  are  unclutti 
and  easy  to  use;  only  the 
dio  switches  are  a  bit  con 
cated.  The  back  seats  are 
midgets  at  best.  But  with 
Supra's  hatchback  body  st 
there's  more  than  twice 
Porsche's  luggage  space. 

Both  cars  have  the  la 
safety  features,  such  as 
air  bags  and  antilock  bra| 
And  their  comfortable,  so] 
ed  seats  keep  you  firml; 
place,  even  during  spiid 
cornering.  But  the  Supii 
way  ahead  on  price:  It  st 
at  $42,800.  There  are  les$ 
pensive,  nonturbo  version 
both  cars.  But  once  yoi 
driven  these  hard-charger 
will  be  a  lot  harder  to  sej 
for  less.        David  Wood 


The  10%  excise  tax  on  lux- 
ury goods  caused  a  lot 
more  excitement  when  it  was 
enacted  in  1990  than  when  it 
was  repealed,  on  Aug.  10, 
1993,  retroactive  to  the  first 
of  the  year.  Although  retail- 
ers of  yachts,  planes,  furs, 
and  jewelry  say  there  was 
near-universal  protest  at  pay- 
ing the  tax,  they  have  had— 
since  it  was  revoked  with  the 
passage  of  President  Clinton's 
budget  bill— hardly  an  inquiry 
from  the  customers  now  enti- 
tled to  refunds. 

Maybe  those  people 
haven't  gotten  around 
to  applying  yet  or  don't 
realize    money    is  due 
them.  If  you  bought  a  luxu 
ry  item  this  year  between 
Jan.  1  and  Aug.  10,  you 
can  get  back  any  tax  ( 
you  paid  on  the  portion 
of    the    price  above 
$250,000  for  a  plane, 
$100,000  for  a  boat,  or 
$10,000  for  fur  or  jewelry. 
The  only  luxury  items  the 


Smart  Money 

IS  YOUR  LUXURY-TAX  REFUND 
JUST  SITTING  THERE? 


new  law  did  not  exempt 
from  the  excise  tax  are  high- 
priced  cars.  The  threshold  is 
$30,000  in  1993,  but  it  will 
increase  to  $32,000  in  1994 
to  allow  for  inflation. 

You  must  return  to  the 
store  or  dealer  with  the  re- 


BREAK  ON 

NEW  LAW  REFUNDS  TAX  ON: 

JEWELRY  AND  FURS 
BOATS 
AIRCRAFT 


LUXURY 

ABOVE 

$10,000 
$100,000 
$250,000 
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NEW  LAW  STILL  TAXES: 

AUTOMOBILES  $30,000' 

'INDEXED  TO  INFLATION 
DATA:  BUSINESS  WEEK 


ceipt  to  get  your  money  back. 
Retailers  have  the  option  of 
reimbursing  you  on  the  spot 
or  waiting  until  they  receive 
their  refund  from  the  govern- 
ment. It  typically  takes  up  to 
eight  weeks  for  the  Internal 
Revenue  Service  to  part  with 
the  dough. 
Forcing  buyers  to  go 
back  to  the  seller  is  a 
way  to  make  it  tougher 
for  them  to  get  the  refund, 
speculates  tax  consultant 
Stuart  Becker,  president 
of  Becker  &  Co.  in 
New  York.  The  taxpay- 
er should  lie  able  to  file 
a  form  with  the  IRS,  he 
says.  But  only  if  you  im- 
ported a  luxury  item  and 
paid  the  tax  directly  by  fil- 


ing a  return  with  the  IRS  T 
you  go  straight  to  the  g> 
eminent  for  reimburseme 
Taxpayers  have  three  ye 
after  the  due  date  of  the  01  ir 
inal  returns  or  two  years 
ter  the  tax  is  paid,  whiche 
is  later,  to  request  a  refur 
The  financial  burden 
the  government  from  rei 
bursing  taxpayers  won't  jrt 
vast:  Uncle  Sam  collect ,u 
$305  million  from  the  luxi 
tax  in  fiscal   1992  (enc 
Sept.  30,  1992),  but  $276  r 
lion  of  that  was  from  cars 
Retailers  voice  relief  tl 
the  tax  was  lifted.  "Oth 
wise,  we  would  have  had 
close  our  doors,"  says  1 
Hood,  ceo  of  Hood  Enterp 
es  in  Portsmouth,  R.  L,  wh 
builds  Little  Harbor  Cust, 
Yachts  at  $1  million  and 
Hood  says  some  custom* 
put  off  buying,  hoping 
tax  would  be  repealed.  1 
those  of  you  who  took  t) 
gamble,  congratulations.  ^ 
won  the  bet.      Amey  SU 
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I  ctraordinary  views... 


Arden  House,  site  of  Columbia  Executive  Programs 

ie  to  Columbia  Executive  Programs  for  views  and  ideas  that  raise  your 
;pective  and  spark  your  imagination.  Learn  under  the  supervision  of 
wned  Columbia  Business  School  faculty  and  guest  experts,  alongside 
executives  from  the  world's  leading  corporations.  Return  to  your  finn 
ed  with  new  skills,  unconventional  techniques,  a  formal  strategic  plan. 


id  a  course  of  action. 


Tout  Milliter  of  Tlie  DuPottt  Merck 
Pharmaceutical  Company  attended  the 
Human  Resource  Management  Program. 
What  He  took  away  a  technique  called  the 

PUPONT|      Team  Leadership  Effectiveness  Profile 

MERCK 

took  away.  ll^lcu  the  company  is  now  using  to 
communicate  its  strategy  of 
innovation  through  teamwork. 
To  learn  how  Columbia  Executive 
Programs  can  help  you  and  your  firm, 
call  (212)  854-3395,  ext.  512. 


1993-94  Executive  Programs 

SENIOR-LEVEL  GENERAL  MANAGEMENT 

Executive  Program  in  Business  Administrate  in 
(EPBA):  Managing  The  Enterprise 
Executive  Program  in  International  Management 
(EPIM):  Managing  for  Global  Success 

BUSINESS  STRATEGY 

Business  Strategy 

International  Strategy:  Winning  Globally 
Achieving  the  Sustainable  Turnaround 

LEADERSHIP  &  CHANGE 

Leading  and  Managing  People 

Managing  Strategic  Innovation  and  Change 

Creating  the  Customer-Oriented  Firm 

Diversity  Leadership  Seminar 

Building  Teams  (New) 

Mastering  Negotiation  Dynamics  (New) 

MARKETING  &  SALES 

Marketing  Management 
Sales  Management 

Market  Analysis  for  Competitive  Advantage 
Building  and  Managing  Brand  Equity  (New > 

FUNCTIONAL  PROGRAMS 

Accounting  and  Financial  Management 

for  the  Non-Financial  Executive 

Financial  Management 

Human  Resource  Management:  Effecting 

Change  Beyond  the  1990s 

Managing  Operatk  >ns  f<  >r  Competitive 

Advantage 

Columbia  Executive  Programs 
324  Cris  Hall,  Columbia  Liniversity, 
Dept.  512,  New  York.  NY  10027 
Fax  (212)  316-1473 

For  program  dates  and  a  catalogue,  please 
mail  or  fax  this  coupon  or  call 
(212)  854-3395,  ext.  512. 


Name 


Company  _ 

Address  

City  


_Zip_ 


Cnuntrv, 


Program  ot  Interest,. 
Phone  


EXECUTIVE 
PROGRAMS 
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ndurance  swimming  is 
surely  the  loneliest 
sport,  with  its  long, 
grueling  workouts.  Yet  it's 
one  of  the  fastest-growing 
athletic  pursuits  among  fit- 
ness-conscious adults,  and  it's 
on  its  way  to  becoming  down- 
right convivial. 

Thanks  go  in  large  part  to 
the  Masters  swimming  pro- 
gram, an  international  net- 
work of  clubs  that  offer 
supervised  workouts  and 
racing  meets  for  adults. 
U.  S.  Masters  membership  has 
more  than  doubled  in  the  past 
decade,  to  about 
27,000  swimmers  at 
450  YMCA,  community 
center,  and  univer- 
sity clubs  around  the 
country.  Some  offer 
swim  workouts  eve- 
ry hour  from  the  ear- 
ly morning  into  the 
night.  "A  lot  of  peo- 
ple like  the  structure 
and  working  out  with 
others,"  says  Dorothy 
Donnelly,  executive 
secretary  of  U.  S. 
Masters. 

POWER  TWEAK.  The 

Masters  swimming 
program  has  much  to 
offer  even  the  most 
lane-jealous  lap  swim- 
mer. There's  the 
chance  to  train  regu- 
larly with  other 
swimming  enthusiasts.  There's 
the  camaraderie.  And  there's 
the  racing,  in  which  40%  of 
members  participate.  Teams 
from  different  clubs  compete 
against  one  another  in  both 
regional  and  national  meets. 
Top  Masters  times,  even 
among  40-year-olds,  now  run 
surprisingly  close  to  those  of 
Olympic  contenders.  A  41- 
year-old  Florida  dentist  recent- 
ly broke  a  national  Masters 
record  in  his  age  group  with  a 
56.25-second  time  in  the  100- 
meter  freestyle.  The  Ameri- 
can record  is  48.42  seconds. 

The  program's  greatest 
draw  may  be  the  opportunity 


Fitness 


THE  LONG-DISTANCE  SWIMMER 
DOESN'T  HAVE  TO  BE  LONELY 


to  improve  one's  strokes 
through  swim  clinics,  camps, 
and  the  coaching  offered  at 
workouts.  Swimming  is  all 
form:  An  adjustment  here 
and  a  tweak  there  can  add 
enormous  power  to  a  stroke. 
A  poor  swimmer  may  get  a 
good  workout  but  won't  get 


is  not  for  the  fainthearted. 
Workouts  may  run  60  to  90 
minutes  three  times  a  week 
and  typically  cover  2,500 
yards,  or  about  a  mile  and  a 
half  per  session.  Participants 
swim  intervals,  usually  with 
a  warm-up  of,  say,  400  yards, 
followed  by  sets  ranging  from 


nearly  the  enjoyment  of  a 
trained  swimmer,  cover  any 
real  distance,  or  see  very 
much  improvement. 

Also,  strokes  have  changed 
enormously,  even  since  the  in- 
novative Mark  Spitz  tri- 
umphed in  the  1972  Olympics. 
Slash  and  splash  have  given 
way  to  serpentine,  almost  bal- 
letic movements  that  are  a 
marvel  to  behold.  The  newer 
strokes  are  also  a  lot  easier 
on  creaky,  middle-aged  bod- 
ies, and,  though  not  overly 
complicated,  they  neverthe- 
less require  patient  study  un- 
der a  knowledgeable  coach. 

Training  with  the  Masters 


50  to  800  yards,  with  short 
rest  periods  in  between.  A 
common  set  might  call  for  800 
yards  of  breast  stroke  with  a 
10-second  rest  between  100s; 
another  allows  for  a 
certain  time  to 
complete  a  dis- 
tance, so  that  am 
the  faster  you  | 
swim,  the  longer 
the  rest  period 
before  the  next  set 
begins. 

While  many  swimmers  pre- 
fer the  steady  pace  of  uninter- 
rupted distance  swimming, 
interval  training  has  the  ad- 
vantage of  pushing  the  heart 


rate  higher,  thus  builc 
greater  aerobic  fitness,  j 
to  say,  though,  all  those 
won't  necessarily  translatj 
weight  loss.  Unlike  runn 
swimming  is  a  surprisinghj 
efficient  shedder  of  fat.) 
"OLD  BODS."  The  largest  I 
ters  age  group  is  35  to 
Manj  of  the  newer  memj 
have  come  in  as  triathle 
liked  the  program,  and  sta 
with  their  club.  "After] 
many  years,  no  matter 
well  you've  taken  care 
yourself,  your  bones  are 
as  adaptable,"  notes  Don 
ly,  71,  who  wa: 
freestyler  on  the 
U.  S.  Olympic  te 
"Running  and  bil 
are  not  as  good 
the  old  bod."  Mas! 
ages  currently  ra 
from  19  to  90, 
competition  is  ei 
cially  brisk  am< 
the  retired  set. 
one  recent  natic 
meet,  17  competit 
were  in  the  75-tt^ 
group. 

To   find   a  M 
ters  club  near  jtbu 
send  a  self- address  sH 
stamped  envelopt  ■ 
U.S.  Masters  Swili 
ming,  2  Peters  A  ^ 
Rutland,  Mass.  Oli^, 
or  call  508  886-61  r 
A  guide  listing  m 
than  1,000  pools  around 
country  that  are  open  to  s 
ous  swimmers  costs  $5.  I  f. 
vidual   Masters   club  d 
average  $25  a  year,  of  wl 1! 
$  15  goes   towarc  c 
national  rneml'5 
.  ship,  includin 
wk  subscription 
Sir  tin  Maga 
f  and  the  oppoi 
iL^LW  nity  to  drop  in  — 

a  Masters  work 
session  anywhere  in 
country,  often  at  no  cnai 
So  even  when  you're  011  s 
road,  you  can  always  f_ 
aquatic  soul  mates  to  tr 
with.  E.  S. 


Worth  Noting 

■  COLLEGE  COSTS.  Wondering 
how  much  it  will  cost  to 
put  your  9-year-old  through 
Princeton?    Free  software 


from  John  Hancock  Financial 
Services  (800  633-1809)  pro- 
jects tuition  costs  at  some 
1,500  public  and  private  col- 
leges across  the  country.  Once 
you  have  figured  future  col- 
lege costs,  the  interactive  disk 


helps  you  start  a  savings  plan 
for  the  vast  sums  required. 
■  RATING  INSURERS.  Before 
you  pick  a  life-insurance  poli- 
cy, compare  the  financial 
strength  of  the  carriers  you're 
considering.  For  $15,  Robert 


S.  Warner  Co.  will  prov 
ratings  and  three  pages  0: 
nancial  analysis  from  A. 
Best,  Standard  &  Poo 
Moody's,  and  Weiss  Res 
on  up  to  three  insure: 
your  choice.  Call  800  497-6! 
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:  business  people  recognize  value  for  money.  1994 
'ssWeek  planners,  at  30%  off  the  regular  price,  represent 
ilue  for  money.  Available  separately  or  in  matching  black 
leather  Sets.  The  design  is  sleek  yet  practical,  with 
ith  calendars,  week-to-view  appointment  spreads,  and 
^hensive  travel  &  business  information  sections, 
are  planners  with  a  plus. 

e  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner. 
?9  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 
,  and  silver-edged  pages.  Full 
tamping  is  complimentary. 

Is  on  customization  options  and  special 
iiscounts  call  Amanda  Kane  on  201-461-0040 
nd  workmanship  fully  guaranteed  or  your  money  back 


USA  Credit  card  holders  mav  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-362-2860 
Ask  Operator  IK  for  Dept  BC4HP4 
We  honor  Am Kx  Diners'Visa  MasterCard 


Desk  Planners: 

IGV2"  x  8V2" 
Pocket  Planner: 

67s"  x  33/e" 
Wallet  Planner: 

73/4"  x  33/4" 


(Mr/Mrs/Ms)_ 
any  


State/Country_ 


)stcode_ 
itle 


Tel 


Item 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Blue  Presidential  Planner  Set 


Code 


HW21H 


RW101 


Regular  Price 


I'SSHalHI 


Your  Price 


l'S$;!2  % 


US$241:. 


L-S$12H.i 


USW  Ml 


Quantity 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner  Roxed  for  gift  presentation  with  complimentary  silver  blocking  of 
your  name  on  both  items) 


end  me  your  color  brochure  and  information  on  quantity  discounts  and 
nization  options. 


Prices  include  delivery  by  surfa-e  mail 
but  do  do!  include  local  duties  or  taxes 
a  September  1993 


ame  for  blocking_ 


Fc 

Cll  .upon  and  mail  with  check  to  BUSINESSWEEK  PLANNER. 
De    SC4HP4  P.0  Boxl597,  Fort  Lee.  NJ07024.  USA  Fax:  201  461  98US  or 
P  <  M  13,  Great  Missenden.  Bucks  HP16  OPZ  ENGLAND  Fax.  44  494  890757  or  Suite  C.  22nd 
Flo]  Yiko  Industrie!  Building.  10  Ka  Yip  Street.  Chaiwan.  HONG  KONG  Fox  852  5589246 


Personalization  US$4.75  per  item 


Handling  &  Packing  US$2  25  per  item 


D  Check  enclosed  payable  to  'BusinessWeek  Planner 
U  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed! 
□  Charge  to  □  AmEi    □  Diners  Club   □  Visa   □  MasterCard 


NJ  Residents  add  6%  Sales  Tax 
UK  Residents  add  VAT 


TOTAL  US$ 


Total  USS 


Card  No 

Bxpintioi 


BusinessWeek 

the  Disability  2000 -CEO  Council  of  the  National  Organization  on  Disability, 
Merrill  Lynch  &  Co.,  Inc.  and  Epstein  Becker  &  Green,  EC. present 
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HOW  TO  SUCCESSFULLY  FIT  THE  ADA  INTO  YOUR 
WORKFORCE  PICTURE 

A  Nationwide  Series  of  Eight  In-Depth  Seminars 


Seminar  Dates 
&  Locations: 


MIAMI 

September  29, 1993 

ATLANTA 

October  1, 1993 

NEW  Y  ORK 

October  6, 1993 

LOS  ANGELES 

October  13, 1993 

DALLAS 

October  15, 1993 

WASHINGTON,  D.C. 

October  19, 1993 

MINNEAPOLIS 

November  3, 1993 

DENVER 

November  5, 1993 


TO  REGISTER: 

Call  (202)  293-5793,  TDD  (202)  293-5968,  fax  (202)  293-7999, 
or  write  N.O.D./Disability  2000  -  CEO  Council,  910  16th  Street,  NW, 
Suite  600,  Washington,  DC  20006 


DUCTION 

from  last  week:  -0.4% 
from  last  year:  5.7% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year:  7.9% 


Oct.  2 
233  8 


Oct  2 
190  8 


Sept.  25 
191  6r 


Oct. 
1992 


Feb. 
1993 


Oct. 
1993 


llll 


Sept.  25 
233.7r 


Oct. 

1992 


Feb. 
1 99 1 


June 


Oct. 
1993 


eduction  index  dropped  during  the  week  ended  Oct.  2.  On  a  seasonally 
i  basis,  output  declines  in  steel,  electric  power,  coal,  lumber,  and  rail-freight 
jffset  increases  in  the  production  of  autos,  trucks,  paperboard,  and  paper 
il  refining  output  was  unchanged.  Before  calculation  of  the  four-week  moving 
i,  the  index  fell  to  190.5,  from  191.6.  For  the  entire  month  of  September, 
r,  the  index  was  up,  to  191.1,  from  188.1  in  August. 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc. 


The  leading  index  increased  slightly  in  the  week  ended  Oct.  2,  led  by  the  rallies 
in  the  financial  markets.  In  addition  to  higher  stock  prices  and  lower  bond  yields,  the 
index  was  lifted  by  the  faster  pace  of  real  estate  loans.  On  the  negative  side  were 
slower  growth  rates  of  materials  prices  and  M2,  plus  a  rise  in  business  failures. 
Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  233.7,  from 
232.8.  For  September,  the  index  increased  to  233.7,  from  232  in  August. 

Leading  index  copyright  1 993  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
090 

%  Change 
year  ago 

0/9)thous.  of  net  tons 

1,823 

!,769# 

11.2 

10/9)  units 

11 4,988 

123,760r# 

-1.9 

(10/9)  units 

108,964 

107,496r# 

25.0 

C  POWER  (10/9)  millions  of  kilowatt-hours 

55,234 

56,063# 

2.5 

)IL  REFINING  (10/9)thous.  of  bbl./day 

13,841 

13,872# 

2.6 

0/2)thous.  of  net  tons 

18,790# 

19,409 

1.7 

DARD  (10/2)thous.oftons 

827.0# 

799.0r 

1.0 

10/2)thous.  of  tons 

798.0# 

782.0 

-0.5 

(10/2)  millions  of  ft. 

476. 1# 

497.2 

-0.2 

EIGHT  (10/2)  billions  of  ton-miles 

21.7# 

21  8 

1  4 

:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
i  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA1,  Association 
an  Railroads 


IGN  EXCHANGE 


m  ;e  yen  no/m 

8.  *  MARK  (10/13) 


Latest 
week 


Week 


Year 
ago 


106 


105 


120 


1.60 


1.63 


1.46 


POUND  (10/13) 


FRANC  (10/13) 


:it 
Eh 

ii 
!!! 

ixj  N 

>ut 


1.52 


1.52 


1.69 


5.65 


5.67 


4.96 


AN  DOLLAR  (10/13) 


1.33 


1.34 


1.25 


:RANC  (10/13) 


1  41 


1.42 


1.30 


3.1 14 


3.1 15 


3.132 


:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
pressed  in  dollars 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

0/13)$/troyoz. 

366.400 

356.250 

6  6 

IRAP  (10/12)  #1  heavy,  $/ton 

129  00 

1 12.50 

44.1 

UFFS  (10/12)  index,  1967=100 

212  3 

21 1.8 

7.0 

(10/9)  < /lb. 

85.5 

86.7 

19  2 

UM  (10/9)  c/lb. 

51.9 

52.0 

-5.6 

(10/9)  #2  hard,  $/bu. 

3  39 

3.24 

-4.8 

( 1 0/9)  strict  low  middling  1-1/16  in.,  C/lb. 

55  07 

56.19 

10.3 

:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
insas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (10/8)  S&P  500 

460  55 

460.73r 

13.5 

CORPORATE  BOND  YIELD,  Aaa  (10/8) 

6.72% 

6.69% 

-15.2 

INDUSTRIAL  MATERIALS  PRICES  (10/8) 

93  8 

94  0 

-3.4 

BUSINESS  FAILURES  (10/1) 

355 

340 

1.7 

REAL  ESTATE  LOANS  (9/29)  billions 

$403.1 

$402.0r 

0.5 

MONEY  SUPPLY,  M2  (9/27)  billions 

$3,500.8 

$3,503.9r 

1.5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/25)thous 

329 

340 

-17.5 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loans 

■•MhiW.V.V.HM  !    <,  IWnMMB 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Sept.) 

191.1 

188. lr 

5.5 

BUSINESS  WEEK  LEADING  INDEX  (Sep.) 

233.7 

232.0r 

7.9 

EMPLOYMENT,  CIVILIAN  [Sept )  millions 

1 19.5 

1 19.7 

1  5 

UNEMPLOYMENT  RATE,  CIVILIAN  (Sept.) 

6.7% 

6.7% 

-10.7 

Sources:  BW,  CIBCR,  BLS 

Mir'h^lll^llfW.hlHHHH 

Latest 
week 

Week 
<igo 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (9/27) 

$1,111  7 

$1,1 13.4r 

12.2 

BANKS'  BUSINESS  LOANS  (9/29) 

271.2 

270.6r 

-2.9 

FREE  RESERVES  (9/29) 

l,056r 

337r 

14.4 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/29) 

156.5 

160.6 

14.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed  for  a 
two-week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (10/12) 

3.07% 

3.04% 

3.20% 

PRIME  (10/13) 

5.75-6.00 

6.00 

6  00 

COMMERCIAL  PAPER  3-MONTH  (10/12) 

3.26 

3.26 

3.30 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/13) 

3.22 

3.23 

3.25 

EURODOLLAR  3-MONTH  (10/8) 

3.15 

3.14 

3.10 

Sources:  Federal  Reserve  Board,  First  Boston 


ta  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
rn  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r= revised     NM  =  Not  meaningful 
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When  the  best 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBCs  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 

MoneyTalk 

Monday  -  Friday  7:30PM  (ET) 


Money  All  Day.  Talk  All  Night. 

BusinessWeek 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Beyond  news.  Intelligence. 


For  cable  cfiannel  call  1-800-SM ART-TV 


Alcan  46 
Alcoa  46 
Alumax  46 
American  Brands  50 
American  Express  50,  102 

American  Home 
Products  142 
Ameritech  38,  102 

Ames  Department 
Stores  120 

Ansonio  Copper  & 
Brass  114 

Apple  Computer  32,  56, 
124 

Ascom  Timeplex  124 
Astra  58 

AT&T  32,38,42,56,  102, 
106 


Bank  of  Montreal  54 

Banque  Nationale  de 
Paris  60 

Bell  Atlantic  32,  36,  37,  38, 
39,  102 

BellSouth  32,39 

Berjaya  Lottery 
Management  118 

Boeing  12 

Booz,  Allen  &  Hamilton  96 

Borland  International  126 

Bristol-Myers  102 

British  Sky  Broadcasting  58 

Broderbrand 
Software  126E 

BW/IP  Holdings  108 


Cable  &  Wireless  56 

Cablevision  32,  38 

Canadian  National 
Railways  54 

Canal  Plus  58 

Canstar  Sports  141 

CardioLogic  Systems  95 

Cargill  116 

Cathay  Pacific 
Airways  107 

Challenger  Gray  & 
Christmas  24 

Champion 
International  106 

Charter  Medical  118 

Chrysler  134 

Cigna  102 

Citicorp  50 

C-Mac  Industries  54 

Colonia  60 

Colony  Advisors  116 


Columbia  Pictures  32 

Comcast  32 

Community  Psychiatric 
Centers  118 

Cox  Enterprises  39 

CWC  124 


Data  Resources  29 
Dendrite  International  124 
Detroit  Diesel  118 
Digital  Equipment  124 
Dow  Chemical  106 


Eastman  Kodak  50 

EBI  Insurance  114 

Elf  Aquitaine  60 

Eli  Lilly  50 

Equity  Residential 
Properties  Trust  118 

Ericsson  (L.M.)  58 

Eskimo  Pie  46 

ESPN  141 

Executive 
KnowledgeWorks  106 


Ferrofluidics  108 
First  Boston  15,46 
Fleet  Bank  108 
Ford  12,  102,  134 
Freudenberg-NOK  134 
Fujitsu  128,  129 
Furman  Selz  38 


Gartner  Group  124,126 
GE  42,  102 

General  Foods  50 
Genesis  Merchant 
Group  118 

Glaxo  102,  106 
GM  15,95 

Goldman  Sachs  116 
Groupe  Suez  60 

H 


Heller  Financial  116 
Hewlett-Packard  106 
Hillwood  Development  116 
Hoffmann-La  Roche  96 
Honda  128 


IBM  12,  15,  32,  56,  126E 
Intel  38,56,58,  102 

International  Data  124 

International 
Totalizator  118 

Itel  118 


J.C.  Penney  120 
John  Deere  124 
Jones  Intercable  38 


KarhuUSA  141 
Kmart  120 
Knowledge 

Adventure  126E 
Lasermedics  95 
Lehman  Brothers  114 
Liberty  Media  36,  38  ,39 
Lotus  Development  126 
Lynch,  Jones  &  Ryan  29 

M 


Magna  International  54 

Marcum  National  Gas  118 

Massachusetts  Financial 
Services  124 

Matsushita  Electric 
Industrial  38 

McGraw-Hill  30,42 

Medco  Containment 
Services  50 

Merck  42,50,96,  142 

Merrill  Lynch  29,  116 

Microsoft  32,  38,  126, 
126E 

Miller  Brewing  46 

Mitsubishi  Electric  56 

Mizuno  132 

MMS  International  30 

Montgomery  Ward  120 

Motorola  56,  58,  102 

Musitek  126E 


Nippon  Telegraph  & 
Telephone  56 

Nokia  58 

Nynex  32,38,39,56 


Oce  60 
Ocom  118 
Orion  Capital  114 

P 


Paramount 
Communications  32,  38, 
39 

Patrick  Petroleum  118 
PC  Data  126E 
Pennsylvania  Mutual 

Fund  142 
Penske  118 
Perkin-Elmer  124 

Pharmacy  Management 

Services  114 
Philip  Morris  50,  142 
Porsche  144 
Price  Waterhouse  45 
Procter  &  Gamble  15 

Prudential  Home 
Building  116 


Qualcomm  118 

QVC  32,39 

Reader's  Digest 
Association  126 

Recognition 
International  118 

Regional  Financial 
Associates  24 

Reynolds  Metals  46 

Reynolds  (R.J.)  50 

Roche  58 

Royal  Bank  of  Canad 
Rubbermaid  106 


(I- 

bn< 
ton 
'- 
f 


Hi 

01* 

<e: 


Solomon  Brothers 

Sanford  C.  Bernstein 

Sanyo  Electric  128 

Sears  Roebuck  120 

SGS-Thomson 
Microelectronics  58 

Smith  Barney  118 

SoftAd  124 


It 

l!< 

!» 


Software  Publishing 
Sony  32,  38 
Southwestern  Bell  38 
Strain  Consultants 
Suntory  128 
Svenska  Cellulose  51 

T 


n 


Target  120 

Tele-Communications 
36,  37,  38,  39 

Texas  Instruments  58 

Time  Warner  32,  38, 

Towers  Perrin  108 

Toyota  144 

Travelers  114 

Turner  Broadcasting  ', 

U 


w 

m 
m 
u 

(( 


United  Technologies  '  jjj 
U  S  West  32,  38 


Van  Metre  116 
Viacom  32,  38,  39 
Visual  Numerics  95 

w 


Wainwright  Bank  & 
Trust  108 

Wal-Mart  50,  120 

Walt  Disney  32 

Warner-Lambert  96 

WordPerfect  126 

Wyatt  24 

Y 


Yes!  Entertainment  95 


IE 


hon 
i  sir 


5 

noun 
ill 

S' 

01 
10. 
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estment  Figures  of  the  Wee 


MTARY 

Jones  industrial  average 
ibove  the  3600  level 
in— but  just  barely.  With 
•my  still  not  out  of  the 
helicals  were  lackluster, 
iction  was  in  small-cap 
iich  surged  to  new  highs, 
of  gold  rebounded 
ending  gold  stocks 
higher.  And  as  the  table 
ge  shows,  Lexington 
Investments,  a  mutual 
invests  solely  in  South 
old  mining  shares,  has 
I  a  stunning  1 66%  over 
ear. 


STOCKS 

Oct       Apr.      Oct.     Oct.  7-13 


BONDS 

Oct       Apr       Oct.      Oct.  7-13 


THE  DOLLAR 

Oct.      Apr.      Oct.      Oct.  6-13 


at- 


461.49 

460  1500 


1-week  change 
+0.2% 


1-week  change 
+0.1% 


52-week  change 
+5.3% 


1  -week  change 
-0.3% 


is 


ET  ANALYSIS 


i change 


»CK$ 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

3603.2 

0.1 

12.8 

90-DAY  TREASURY  BILL  YIELD 

3.10% 

3.04% 

3.00% 

0MPANIES  (S&P  MidCap  Index) 

176.5 

0  8 

23.8 

30-YEAR  TREASURY  BOND  YIELD 

5.92% 

6.01% 

7.50% 

M PANICS  (Russell  2000) 

257.9 

1  4 

35.5 

S&P  500  DIVIDEND  YIELD 

2.77% 

2.74% 

3.09% 

ANIES  (Russell  3000) 

268.5 

0.4 

16.2 

S&P  500  PRICE/EARNINGS  RATIO 

21.7 

21.7 

21.1 

1  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

neeK 

34-weeK 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 

450.7 
63.8% 

450.2 
63.4% 

Positive 
Neutral 

[FINANCIAL  TIMES  100) 

3080.9 

-0.6 

19.7 

IKKEi  INDEX)                        20,038  A 

-2.3 

15.5 

Speculative  sentiment:  Put/call  ratio 

0.43 

0.41 

Positive 

(TSE  COMPOSITE) 

41 1 1.8 

1  4 

28  7 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.61 

2.73 

Negative 

IJSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

MINING 

24  8 

49.3 

PLACER  DOME 

31  9 

89.4 

22  'A 

"Al  MANAGEMENT 

16.1 

46  8 

NATIONAL  MEDICAL  ENTERPRISES 

46.8 

1 1.0 

u  y8 

i  AND  MOTELS 

15  0 

1 14.0 

PROMUS 

18.3 

320.6 

79  Vs 

D  GAS  DRILLING 

14.9 

23  9 

ROWAN 

306 

15  7 

10  '/e 

LTY  APPAREL  RETAILERS 

13  4 

1  1.1 

TJX 

23.3 

41.5 

32  3/s 

EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

VNCE  BROKERS 

9  4 

-9.4 

ALEXANDER  &  ALEXANDER  SVCS. 

-20.9 

-23.3 

19  3/e 

EERING  AND  CONSTRUCTION 

-7.4 

3  9 

FLUOR 

-9.5 

6  0 

39  '/2 

CONTAINERS 

-7.1 

-16.6 

STONE  CONTAINER 

-15.2 

-45.1 

7 

CHAINS 

-6.7 

13.0 

GREAT  ATLANTIC  &  PACIFIC  TEA 

-12  5 

17  3 

25  3/e 

NE  TOOLS 

-6.1 

44  6 

CINCINNATI  MILACRON 

-7.8 

74  1 

23  i/2 

L  fUNDS 


MORNINGSTAR  INC 


1 

LAGGARDS 

total  return 

% 

Four-week  total  return 

% 

TON  STRATEGIC  INVESTMENTS 

30.9 

PILGRIM  CORPORATE  UTILITIES 

-4.9 

i  SERVICES  GOLD  SHARES 

21.7 

E0UIFUND  ITALIAN  NATIONAL  FIDUCIARY  EQUITY 

-4  2 

IK  INTERNATIONAL  INVESTORS 

15.7 

SMITH  BARNEY  SHEARS0N  TELEC0MM.  INCOME 

-3.3 

otal  return 

% 

52-week  total  return 

% 

TON  STRATEGIC  INVESTMENTS 

166.3 

PILGRIM  CORPORATE  UTILITIES 

-12.1 

3R0WTH 

100.7 

YACKTMAN 

-6.8 

BARNEY  SHEARS0N  SPECIAL  EQUITIES  B 

74.6 

JENSEN 

-4.3 

■Ml  s&p  500 

l-week  total  return 


I  ■  .  ■.  .■  ■■■■  1  Average  fund 
52-week  total  return 


IVE  PORTFOLIOS 


DRI/McGRAW-HILL 


nounts 

t  the  present 

$10,000 

one  year  ago 

'Ortfolio 

jes  indicate 
otal  returns 


Foreign  stocks 
$14,346 

+2.20% 


Treasury  bonds 
$12,700 

+  1.03% 


U.S.  stocks 
$11,588 

-0.02% 


llll 


Gold 
$10,475 

+  1.92% 


Money  market  fund 
$10,221 

+0.04% 


ate    this  page  are  as  of  market  close  Wednesday,  Oct.  1  3,  1  993,  unless  otherwise  indicated 


try 


ups  include  S&P  500  companies  only;  performance  and'  shore  prices  are  as  of  market  close 


Oct.  1  2.  Mutual  fund  returns  are  as  of  Oct.  8.  Relative  portfolios  are  valued  as  of  Oct.  1  2.  A  more 
detailed  explanation  of  this  page  is  available  on  request, 
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itorials 


11NG  TO  THE  NEW 
GLOBAL  MIDDLE  CLASS 


One  great  economic  lament  has  emerged  full-throated 
from  the  post-cold-war  period:  Where  is  demand? 
Europe  and  Japan  remain  mired  in  recession.  The 
U.  S.  expands  only  fitfully.  Where,  business  asks,  can  it  find 
the  kind  of  robust  demand  for  products  and  services  that 
generates  sizzling  4%  growth,  and  with  it,  lots  of  jobs? 

Psst!  Want  access  to  about  400  million  members  of  a  new 
global  middle  class,  one  that's  growing  so  fast  it  will  double 
in  a  mere  decade?  About  one-quarter  of  them  are  ex-commu- 
nists, half  used  to  be  locked  away  in  centralized,  autarkic  so- 
cieties, and  the  rest  are  graduates  of  what  were  once  Third 
World  countries.  Today,  they're  all  new  participants  of  the 
global  market  economy,  hungry  for  goods  and  services. 

The  advent  of  a  global  middle  class  is  a  new  phenomenon 
that  Corporate  America  has  barely  discovered.  For  many 
years,  the  market-oriented,  capitalist  trading  system  was 
composed  of  North  America,  Japan,  and  Europe— some  800 
million  people  by  the  mid-1980s.  But  now  China,  Eastern 
Europe,  Russia,  and  Latin  America  have  all  "gone  market." 
The  Four  Asia  Tigers  have  taken  off,  and  a  second  pack  of 
Emerging  Tigers  is  right  behind  them.  Even  India,  with  its 
huge  middle  class,  is  in  the  throes  of  opening  itself  to  the 
international  economy.  The  new  total  for  people  participating 
in  the  open  global  market?  Three  billion  and  counting. 

Explosive  economic  growth  within  newly  market-oriented 
nations  has  sent  the  number  of  people  that  one  might  consid- 
er middle  class  soaring.  Today,  some  10%  of  China's  1.2  billion 
population  can  own  their  own  homes  and  have  TVs.  Nearly 
half  of  the  people  in  South  Korea,  Taiwan,  Hong  Kong,  and 
Singapore  have  worked  their  way  into  the  middle  class. 
And  in  Thailand,  Indonesia,  and  Malaysia,  up  to  20%  of  the 
population  is  headed  there,  too.  Tens  of  millions  more  are  in 
Mexico,  Chile,  and  Argentina,  soon  to  be  joined  by  people 
from  Eastern  Europe,  Russia,  and  the  Middle  East. 

To  date,  the  historic  expansion  of  the  market  economy  to 
global  dimensions  has  been  mourned  by  most  American 
businesses  and  workers.  They  have  focused  on  the  supply 
side— the  sudden  flood  of  inexpensive  goods  and  labor  and  in- 
creased competition  coming  from  overseas.  U.  S.  companies 
have  been  preoccupied  with  holding  down  wages  and  prices 
and  cutting  jobs.  It's  time  to  focus  on  the  surging  demand 
side.  The  new  global  middle  class  is  a  rich  market.  Message 
to  Corporate  America:  Get  out  there  and  sell. 


HELP  THE  FDA 
CUT  THE  FAT 


An  efficient  government  bureaucracy  has  always  been 
a  classic  oxymoron.  But  it  doesn't  have  to  be  that 
way.  Just  look  at  what's  happening  at  the  Food  & 
Drug  Administration.  Traditionally,  the  FDA  has  been  about 
as  swift  as  an  arthritic  turtle.  Its  leisurely  ivory-tower  cul- 


ture was  worlds  away  from  the  fiercely  competitive  inci 
tries  the  agency  regulates.  When  it  came  to  getting  drugs! 
proved,  FDA  reviewers  were  interested  only  in  not  maM 
the  wrong  decision,  not  in  making  decisions  fast.  Compaif 
lost  years  of  potential  sales  as  their  applications  for  new-p| 
uct  approvals  were  endlessly  scrutinized. 

But  under  Dr.  David  A.  Kessler,  the  FDA  is  proving 
hidebound  bureaucracies  can  change.  In  an  echo  of  whl 
happening  in  the  private  sector,  Kessler's  management  t( 
is  removing  or  streamlining  layers  of  middle  managemenl 
is  reorganizing  key  parts  of  the  agency  along  product  lines 
stead  of  scientific  disciplines  and  replacing  antiquated  pn 
dures  with  modern  accounting  methods  and  information  :  i 
terns.  As  a  result,  the  agency  is  whittling  away  big  back! 
of  applications,  speeding  up  some  drug  reviews,  and  getl 
out  new  regulations  faster  than  ever  before.  It's  also  vow 
to  halve  average  drug-review  time  by  1997. 

The  reinvention  of  the  FDA  has  a  long  way  to  go.  Desi 
Kessler's  efforts,  the  agency  is  still  struggling  with  ream, 
government-wide  rules,  such  as  those  that  make  buying  ol 
supplies  more  complicated  than  a  lab  rat's  maze.  The  FD, 
taking  the  first  steps  toward  a  new  model  of  a  governm 
agency,  but  it  can  go  only  so  far  unless  the  entire  federal 
tern  is  changed.  Vice-President  Gore's  Reinventing  Gov* 
ment  couldn't  have  a  better  place  to  start  than  here. 


CANADA'S 

FREE-TRADE  PHOBIA 


As  Canada  prepares  for  its  Oct.  25  national  electi< 
many  Canadians  remain  convinced  that  the  1 
U.S.-Canada  Free  Trade  Agreement  was  a  poor  d  \ 
Their  reaction  is  understandable,  if  misguided. 

Free  trade  helped  spark  the  widest  restructuring  of  ; 
Canadian  economy  in  years.  More  than  300,000  manufad 
ing  jobs  were  lost,  pushing  unemployment  to  a  stum 
11.3%.  But  now,  the  benefits  of  free  trade  are  becoming 
creasingly  apparent.  A  new  Canada  is  emerging,  domini 
by  companies  focusing  on  the  North  American  market. 

Many  of  these  export-oriented  companies  are  having 
markable  success  in  the  U.  S.— so  much  so  that  Cana 
merchandise  trade  surplus  with  the  U.  S.  could  hit  a  red 
high  this  year.  Add  to  this  an  inflation  rate  that  is  runn 
under  2%,  with  productivity  increasing  smartly,  and  Canai 
prospects  haven't  looked  so  good  in  years. 

Unfortunately,  this  bright  future  is  still  jeopardized 
Canada's  bloated  federal  and  provincial  governments.  . 
years,  these  governments  have  run  huge  deficits  to  S 
port  a  generous  network  of  social  programs,  from  baby 
nuses  to  universal  health  care.  Such  spending  has  r 
pushed  Canada's  net  government  debt  to  nearly  90% 
gross  domestic  product.  The  next  government  must  eit 
cut  spending  or  risk  a  financial  crisis. 

As  the  election  approaches,  there  is  growing  concern  t 
it  will  produce  a  government  too  weak  to  tackle  the  d 
problem.  We  hope  not.  Like  free  trade,  cutting  Cana< 
deficits  will  require  some  short-term  pain.  But  it  can  o 
make  the  country  more  competitive  around  the  world. 
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We  all  share  the  same  goals  in 
business  and  in  life.  Security. . . 
protection . . .  trust.  Wliat  every 
man,  woman  and  child  seeks  from 
birth.  Wliat  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  129  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  healthcare  networks;  or  the 
innovation  of  a  property  casualty 
program  tliat  lias  helped  save 
American  business  over  $300  mil- 
lion; or  through  a  pension  and 
retirement  plan  tliat  is  safeguard- 
ing the  dreams  of  10  million  work- 
ers, retirees  and  their  families ,  we 
make  a  difference  in  people's  lives. 


Even  with  50%  of  the  Fortune  500  as  our  customers, 
we  know  that  business  is  still  personal. 


- 1 


!  The  Travelers  Companies,  Hartford,  CT  06183, 


A  difference  backed  by  over 
$50  billion  in  assets  and  the 
knowledge  tliat  every  customer 
is  our  most  important  one. 

Thelravelersj 

AMERICA'S  UMBRELLA* 


SO  WHAT'S  NEW? 


The  3  Rs  for  the  '90s 

Reduce,  reuse  and  recycle.  For  Mary  Evans,  VP  and 
Controller  for  Waste  Management  in  Oakland,  CA,  those 
are  more  than  catchy  words. 

They're  part  of  a  philosophy  for  an  entire  industry. 

But  when  the  1989  Loma  Prieta  earthquake  forced  the 
company  to  move  their  offices,  Mary  found  herself  faced 
with  the  challenge  of  making  that  philosophy  work  in  an 
unexpected  way:  turn  an  empty  warehouse  into  office 
space  for  200  co-workers.  And  do  it  efficiently,  without 
unnecessary  expense. 

"I  volunteered  for  this  project  but,  frankly,  I  had  very  little 
day-to-day  facilities  experience,"  says  Mary. 

So  Linda  Reynolds  over  at  Rucker  Fuller,  a  Steelcase  dealer, 
helped  with  that.  Linda  understood  the  problems  Mary 
would  be  facing  and  offered  a  menu  of  services  from  space 
planning  to  furniture  refurbishing  to  move  management. 

"Linda's  solution  wasn't  just  to  sell  us  new  office  furniture," 
Mary  adds.  "Instead,  she  worked  out  a  standards  program 
to  accommodate  furniture  we  already  had. 

"The  installation  seemed  to  be  as  important  to  Linda  and 
her  team  as  it  was  to  us.  At  one  point  she  even  canceled 
her  vacation  to  make  sure  everything  was  installed  correctly 
and  on  time. 

"This  project  allowed  us  to  do  more  than  create  an  envi- 
ronment that  helps  our  employees  work  comfortably  and 
more  effectively,"  explains  Mary. 

"It  helped  us  practice  what  we  preach." 

Note:  If  you  're  like  Mary  Evans  and  need  help  with  an  office 
project — or  even  if  you  just  want  to  know  what 's  new — please 
call  your  Steelcase  dealer  or  1-800-333-9939  and  ask. 


Steelcase 


Steelcase  and  Steelcase  Strator  products  are  available  worldwide. 
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Now  there's 
a  cellular  service 

that  can  go 
as  many  places 
as  you  do. 


Introducing  MobiLink, 
a  new  standard  in 
cellular  service. 
MobiLink  gives 
you  more  coverage  to 
more  cities  and  towns 
than  you  ever 
thought  possible 

That's  because  leading 
cellular  communications 
companies  across  the  U.S.  and  Canada 
have  come  together  to  create 
the  most  extensive  cellular  service 
ever.  And  that's  not  all. 


You  also  get  simpler, 
hassle-free  calling,  24- 
hour  customer 
service,  and 
service  centers  in  literally 
hundreds  of  locations. 

And  if  you're  not 
completely  satisfiec 
with  our  quality  of  service, 
you  get  a  free  cellular  call* 
Only  MobiLink  service  offers  all  this. 

To  order  service  today,  call  your 
local  MobiLink  service  provider  at 

1-800-995-4000. 


MobiLink 

It's  simply  the  way  to  communicate." 


MobiLnn  Paitneis  ALLTEI.  Mobile  Communications.  Inc  .  Amentech  Mobile  Communications.  Bell  Atlantic  Mobile,  BellSouth  Mobility  Inc .  CommNet  2000.  Sprint  Cellular.  Century  Cellunet. 
GTE  Mobilnet.  Contel  Cellular  Inc  ,  Mobility  Canada.  NYNEX  Mobile  Communications.  PacTel  Cellular,  Rochester  Tel  Mobile  Communications.  SNET  Cellular.  US  WEST  Cellular 
"Guarantee  does  not  apply  to  equipment  or  service  prices  Any  such  free  call  will  be  provided  by  your  home  market  MobiLink  service  provider  and  will  be, 
at  a  minimum,  equal  in  value  to  a  call  of  average  length  at  peak  rates  Other  restrictions  may  apply  Contact  your  MobiLink  service  provider  for  more  information 
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